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 Acommon practice when establishing park-
ing fees for short-term parking are tar-

iff models that for the most part are based 
on hourly billing increments so as to reach 
a maximum in the course of the day. In the 
past few years, other service industries have 
proven that more equitable customised so-
lutions are possible. Tariff models that place 
greater emphasis on the customer value are a 
concept that both on- and off-street parking 
space operators can benefit from. 

The consumer tends to greet higher par-
king fees with very little understanding, the 
reason being that when it comes to parking 
prices, awareness thereof has always been 
pronounced and the perception exists that 
parking is essentially “expensive”. Research 
confirms that motorists making use of park-

ing have a pronounced price awareness and 
will remember the parking tariff they paid. 
What is more, the perception of many cus-
tomers is that a parking space is merely a 
commodity, i.e. a completely uniform serv-
ice that does not differ from operator to op-
erator. If a parking space is perceived as 

completely interchangeable, then its price 
unavoidably becomes the key decision fac-
tor. Then the only other criteria that matter 
are location and the car park’s immediate 
surroundings. Parking is not an end in itself, 
hence the appeal of the location and prox-
imity for generating customer frequency are 
also decisive factors as to whether a car park 
will find a market among customers or not. 
Rule of thumb: the more appealing the loca-
tion, the more expensive the parking fees 
will be. 

Temporary differences matter
Parking tariffs are however not only de-
pendent on the location of a car park but 
also on the competitive environment and 
the demand for parking spaces. From time 

Dynamic controlled on-street parking in San Francisco

New customer-centric tariff models
Dr. Mark Friesen
Managing Partner, 
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There is hardly a topic that elicits as controversial a discussion among 
both the operators of car parks and their customers, as do parking 
tariffs. Only recently a survey has once again confirmed that the vast 
majority of motorists are essentially in favour of pay parking if it means 

driving around less in search of parking and improved parking space 
availability (Q-Park, 2012). Yet many customers still regard parking fees 
as a “necessary evil” that has to be taken into account to get to the city 
centre by car. 

Kaum ein anderes Thema sorgt bei Kunden wie bei Betreibern von Park-
häusern für ähnlich kontroverse Diskussionen wie das der Parktarife. 
Dass eine große Mehrheit gebührenpflichtiges Parken grundsätzlich be-
fürwortet, wenn es um weniger Suchverkehr und bessere Verfügbarkeit 

von Parkplätzen geht, hat erst kürzlich eine Umfrage wieder bestätigt 
(Q-Park, 2012). Dennoch nehmen viele Kunden Parkgebühren als ein 
„lästiges Übel“ wahr, das in Kauf genommen werden muss, um mit dem 
eigenen Pkw zum Beispiel in die Innenstadt zu gelangen. 

Un autre sujet de discussions controversées qui préoccupe aussi bien 
les clients que les gérants de parkings couverts, c´est celui du tarif 
de stationnement. Un sondage (Q-Park, 2012) a récemment affirmé 
qu’une grande majorité soutient les politiques tarifaires des parkings 

publics lorsqu’il est question de moins de circulation et de meilleures 
disponibilités de parkings. Cependant, beaucoup de clients perçoivent 
le droit de stationnement comme étant « un mal » nécessaire  pour se 
rendre par exemple au centre-ville avec sa propre voiture.

No hay muchos temas que generen controversia y discusión, tanto 
entre los clientes como entre las empresas de aparcamiento, como el 
tema de las cuotas de estacionamiento. Una encuesta (Q-Park, 2012) 
confirmó de nuevo recientemente que una gran mayoría está a favor de 
un aparcamiento de cuota obligatoria si a cambio de esto, se reduce la 

búsqueda de un lugar para aparcar y se favorece el acceso a los esta-
cionamientos. Sin embargo, muchos usuarios ven las cuotas de apar-
camiento como un gasto “engorroso e innecesario” que deben asumir 
para poder ir con su auto, por ejemplo, al centro de la ciudad.

to time the latter can vary considerably. 
This means that during Christmas for ex-
ample customers are willing to pay more for 
a parking space in the city centre than in 
the summer months. With that said, ulti-
mately spending is not contingent upon 
every customer’s willingness to pay, but on 
the occasion and the urgency of the parking 
process.

The principle of differentiating between 
parking products sufficiently to suit differ-
ent customer segments can best be ex-
plained using airport parking as an example. 
Airports especially have to meet their park-
ing clientele’s needs and willingness to pay. 
In so doing the distance to the terminal will 
definitely determine the value of the differ-
ent parking products. This is also referred to 
as the “parking à la carte” approach. 

Differentiated parking products
Obtaining an as accurate as possible profile 
of the customer and his/her parking habits 

is not only a prerequisite to being able to of-
fer various customer segments the appropri-
ate parking products, equally important is 
being able to establish a customised tariff 
model. If other service industries have been 
leading the way in this for decades, what les-
sons can be derived from them for the park-
ing sector?

On analysing the transaction informa-
tion, conclusions can be drawn at a glance 
on the different customer segments’ willing-
ness to pay and their price elasticity. The 
latter is important for estimating customer 
frequency trends in different tariff schemes. 
If this is not conclusive, there are numerous 
direct and indirect price survey options 
available additionally. A specific example of 
the latter is conjoint measurement, although 
the author has also had favourable outcomes 
using direct price surveys like Van Westen-
dorn's price sensitivity meter, scoring mod-
els and focus groups. The objective of all the 
methods is to quantify the individual’s will-

ingness to pay for certain parking products 
from a customer's perspective. 

“Value-based pricing”
Why go to so much effort and expense? Not 
until conducting these analyses is it going to be 
possible to derive new and more value-based 
tariff models for customers correctly. In con-
trast to established cost- or competition-orien-
tated price models, the value-based pricing 
approach is also aimed at the value the offer 
has for the customer. Far too often customer 
value is still determined by service providers 
themselves and not by the customer, for this 
reason an external perspective has to be ob-
tained at the outset. Stronger emphasis on 
product advantages is intended to divert the 
customer’s focus from a direct price compari-
son to a stronger benefit comparison. But what 
exactly is it that customers see as measurably 
valuable when they are parking their cars?

Studies show that value-based parking for 
the customer is essentially determined by fac-
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tors such as usability, i.e. visibility, signage 
and spaciousness, as well as the location, ap-
pearance and availability of parking spaces. 
Hygiene and safety factors tend to play a 
more subordinate role much like parking 
tariffs do. Scientific surveys have shown that 
the reaction to parking tariff increases is 
more likely to be inelastic, i.e. insensitive to 
changes in price. In the United States, an ex-
tensive research study into parking has come 
up with a price elasticity (the degree to which 
demand or supply is sensitive to changes in 
price) figure of: -0.1 to -0.6. 

Theory and practice
So much for theory, but what do improved 
customer value-based tariff models mean in 
concrete terms when it comes to parking? 
We are not referring to the pure rise and fall 
of tariff levels per se. Instead, what we are 
looking into here are new elements found in 
tariff models that have already established 
and proven themselves in other service in-
dustries:
•	 Special	tariffs,	discounts	or	vouchers:	at 

a glance these may come across as ap-
pealing to the customer, however a boost 
in the numbers of parking motorists is 
not to be expected on the long-term. On 
the contrary, the customer could simply 
have “taken home” the bargain and on 

the medium-term there is now the added 
risk of the customer referring to this as 
the reference price. 

•	 Flat	rates	or	price	guarantees:	so-called 
flat rates or all-inclusive prices that most 
of us are familiar with from the tourism 
industry can tempt customers into stay-
ing in a car park longer. However, these 
calculable “carefree tariffs” which are 
very attractive from a psychological 
point of view have only found a niche as 
evening, night-time, cinema or boule-
vard flatrates in short-term parking. Be-
fore expanding these flat rates even fur-
ther, the length of stay per customer seg-
ment must be studied in-depth. 

•	 Tariff	bundling:	so-called “bundling” is a 
popular form today of combining various 
product elements in order to facilitate 
their purchase by different customer seg-
ments at an attractive price. To the cus-
tomer the one-stop product represents 
added value and as the case may be, may 
even motivate his/her interest further. An 
improved value-based tariff model like 
this has not yet made any big inroads for 
the parking customer. For example, what 
it could do is offer the long-stay parker 
short-term stays at other car parks. To 
date, this tariff logic is being applied to 
additional services being offered such as 

a car wash, repair service or inspection 
service at best. 

•	 Product	 versions:	 through so-called 
“versioning” various customer segments 
are addressed according to their willing-
ness to pay. In the airline industry the 
concept is known as “branded fares” and 
new tariffs are introduced with new rules 
and services that target a very specific 
customer group only. What comes stand-
ard with the long-term 5/7 or 7/7 weekly 
parking tariffs has not made it to short-
term parking at all, except for pre-paid or 
season tickets. In short-term parking, the 
only priorities for the customer are still 
location, width and accessibility of a 
parking space, as are opening and closing 
times. 

•	 Product	 lines: a parking area operator 
who has access to a comprehensive port-
folio of parking products can cover the 
entire spectrum of customer needs and 
wishes. This would be especially relevant 
to airport locations where an “à la carte” 
principle is already used to entice custom-
ers to upgrade to the next most expensive 
product through additional benefits, with 
so-called “up-selling”, as long as the two 
products coincide precisely where tariffs 
are concerned. Since March 2013, Frank-
furt International Airport has even con-

“Ladies Parking” at Frankfurt Airport, Germany“Parking à la carte”: model of parking products at the airport
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verted 250 of its 14,000 public parking 
spaces into so-called “Ladies’ Parking”. 

Flexibility can exist in the shaping of 
tariffs for parking not only in terms of the 
“tariff meter” but also through a “common 
denominator”:

•	 Tariff	unit: established billing units such 
as the one-hour billing increment in park-
ing can boost price competition by com-
ing up with a “common denominator” 
that the customer can use as a straightfor-
ward comparison basis. The key to new 
tariff models lies therein, in adjusting 
prices where the product differentiates 
from others the strongest. Goodyear lead 
the way with prices per anticipated mile-
age (and not per tyre) and Xerox with 
prices per photocopy (and not per copy 
equipment). In the case of parking it may 
not be possible for a completely new 
“common denominator” to be invented 
when it comes to tariffs. What is however 
possible, is any form of system that will 
bring about a reduction in billing incre-
ments. This can even be taken to the ex-
treme i.e. parking per minute. This type of 
price quote is perceived as far more trans-
parent and fair by motorists making use of 
parking. It is also worth noting what effect 
a reduction in billing increments can have 
on parking earnings. 

•	 Price	differentiation:	a valid tool for ab-
sorbing the differences in customers’ 
willingness to pay is the differentiation of 
tariffs. This makes sense particularly 
when there is a heavy fluctuation in ca-
pacity, when excess capacities exist or 
when there is strong competition pres-
sure. Creating selective tariffs for cus-
tomer groups, parking zones and access 
time is therefore also possible, even sen-
sible in the parking sector. 

•	 Revenue	 management: every vacant 
parking space, unoccupied seat on an air-
craft and unsold hotel bed represents lost 
turnover. For this reason, the well-known 
pricing principle also known by the term 
“yield management” is based on tariff dis-
crimination on demand and is comple-
mented by the active steering of capacities. 
The parking sector has the greatest poten-
tial of catching up with the market using 
this approach, also the highest potential 
for earnings and full occupancy. Achiev-
ing a two-digit percentage growth figure is 
possible, especially since all the conditions 
for the application of revenue manage-
ment are fulfilled.

Only a question of time
From a technical feasibility point of view, it is 
only a question of time until these types of dy-

namic tariff and capacity models also make 
inroads into the public sector and privately 
run parking areas of European cities. Revenue 
management systems in the parking sector are 
already widespread at big European airport 
locations such as London Heathrow. Compre-
hensible tariff and booking rules e.g. pre-
booking and cancellation terms form part of 
these in much the same way as does the fixing 
of contingents for tariff classes and conclusive 
applied logic when it comes to overbooking. 

All these well-established tariff models in 
other service industries can be applied spe-
cifically to the structure and billing incre-
ments of parking tariffs alongside tariff levels. 
Over and above the optimisation of occu-
pancy, duration of stay and turnover fre-
quency, additional income streams are be-
coming accessible. Tariff changes without 
noticeable user benefits are however not re-
garded as acceptable by the customer. It is for 
this reason that taking into account psycho-
logical elements like price fairness or price 
satisfaction in tariff shaping, as well as com-
munication are so important in the parking 
sector. Equally decisive is a tariff process 
which begins with the systematic analysis of 
transaction data of a car park and ends with 
the implementation of one of the aforemen-
tioned improved value-based tariff models 
for the customer.  

“Ladies Parking” at Frankfurt Airport, Germany Tariffs of the Canalejas parking garage in Cádiz, Spain, in 2012
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