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On the effectiveness of downsizing: New evidence
from the service industry

“The behavioural revolution” in economics has brought
about a shift in economic thinking and modelling
away from the traditional assumptions of fully rational
individuals to a more realistic set of assumptions
incorporating aspects of bounded rationality.

This development has led to the questioning of many
well-established economic “rules” which had been
found not adequately reflect individuals’ behaviour
in a real world environment. In this spirit, our study
challenges the traditional belief of the neutrality of price
framing and the related proposition of rational choice
models that claims unit prices to be the final standard
of judgment for consumers.

More precisely, we investigate if individuals are more
sensitive fo a unit price increase induced by an increase
in the labelled price than to an equivalent decrease in
quantity. Our preferred model provides some support
for this view.

An effective strategy

Using a large panel dataset on parking prices and
transactions and estimating a dynamic two-way fixed
effects model, we find that consumers indeed show
significantly less sensitivity to a reduction in the length
of the time intervals than to an equivalent increase in
the labelled price.

As a result, we suggest that downsizing, the strategy S
of increasing unit prices by shrinking product size and =%
keeping prices fixed, is an effective strategy also in the
service industry.
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Analysis of the parking demand for Q-Park car
parks in Rotterdam

This paper sets out to explain the factors affecting
parking demand. Specifically, the case of Q-Park in
the city of Rotterdam is examined, in order to see
what factors affect the number of cars leaving the
car parks, as well as parking duration. This is done
by distinguishing between internal factors, under the
control of the parking operator, and external factors,
which are determined by the outside environment. The
study of these factors will allow to see what factors
parking operators should consider to be important in
their business, as well as how these can be used to reach
company specific goals or objectives.

Literature review

The first step is the literature review, which highlights
the study of parking price elasticity, as the main internal
factor affecting parking demand. Research finds that
price elasticity changes occur over time, and hence the
necessity of considering these effects is highlighted.

Furthermore, price elasticity is found to be inelastic
for parking demand. With regards to external factors,
literature on the matter is quite scarce, and hence
reasoning is used in order to come up with external
factors that may have an effect on parking demand.
These are concluded to be location desirability, built up
from several indicators, as well as income.

Data from Q-Park and the city of Rotterdam

Next, data from Q-Park is used to account for the
internal factors, while data on the external factors is
collected from the city of Rotterdam database. This data
is determined to fit a panel data analysis, and hence
the fixed effects Error Correction Model is constructed.

This model is able to estimate the short run and long
run effects of each variable, and is estimated for the
number of cars leaving on weekdays, number of cars
leaving on weekends, and parking duration.

The model finds price elasticity to be a significant
factor only in the parking duration and weekend model,
although it is highly dependent on the time and location.

The external factor number of households is found
to be a significant factor affecting parking demand
in both the weekday and weekend models, along
with the number of companies and employment being
significant in the weekend model, but all external factors
lack significance in the parking duration model. The
exception is the monthly external factor dummies, which
show differing levels of significance for different months
in each model.

Price elasticity, time and location

The paper concludes to find that price elasticity is
an important factor to consider, but is highly volatile
depending on time and location. Furthermore, the
number of households has a significant effect on
parking demand, although it differs between the
weekdays and weekends. Trends of external factors
however can be used in order to find suitable

location for parking garages. Furthermore, price
elasticity can be used in order to maximise certain
company specific goals, such as high profits or high
occupancy rates. These do however require more

flexible parking policies.

"Price elasticity is an important factor to consider,
but is
and location."

highly volatile depending on time



