
Singapore Management University Singapore Management University 

Institutional Knowledge at Singapore Management University Institutional Knowledge at Singapore Management University 

Research Collection Lee Kong Chian School Of 
Business Lee Kong Chian School of Business 

11-2023 

Pricing under uncertainty: Forward and option pricing in sports Pricing under uncertainty: Forward and option pricing in sports 

markets markets 

Preethika SAINAM 

Sridhar BALASUBRAMANIAN 

Shantanu BHATTACHARYA 
Singapore Management University, shantanub@smu.edu.sg 

Lin L. ONG 

Follow this and additional works at: https://ink.library.smu.edu.sg/lkcsb_research 

 Part of the Operations and Supply Chain Management Commons, and the Sports Management 

Commons 

Citation Citation 
SAINAM, Preethika; BALASUBRAMANIAN, Sridhar; BHATTACHARYA, Shantanu; and ONG, Lin L.. Pricing 
under uncertainty: Forward and option pricing in sports markets. (2023). Journal of Business Research. 
167, 1-13. 
Available at:Available at: https://ink.library.smu.edu.sg/lkcsb_research/7258 

This Journal Article is brought to you for free and open access by the Lee Kong Chian School of Business at 
Institutional Knowledge at Singapore Management University. It has been accepted for inclusion in Research 
Collection Lee Kong Chian School Of Business by an authorized administrator of Institutional Knowledge at 
Singapore Management University. For more information, please email cherylds@smu.edu.sg. 

https://ink.library.smu.edu.sg/
https://ink.library.smu.edu.sg/lkcsb_research
https://ink.library.smu.edu.sg/lkcsb_research
https://ink.library.smu.edu.sg/lkcsb
https://ink.library.smu.edu.sg/lkcsb_research?utm_source=ink.library.smu.edu.sg%2Flkcsb_research%2F7258&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/1229?utm_source=ink.library.smu.edu.sg%2Flkcsb_research%2F7258&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/1193?utm_source=ink.library.smu.edu.sg%2Flkcsb_research%2F7258&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/1193?utm_source=ink.library.smu.edu.sg%2Flkcsb_research%2F7258&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:cherylds@smu.edu.sg


Pricing under uncertainty: Forward and option pricing in sports markets 

Preethika Sainam a, Sridhar Balasubramanian b, Shantanu Bhattacharya c, L. Lin Ong d  

a Global Marketing, Thunderbird School of Global Management at Arizona State University, 401 N 1st St, Phoenix, AZ 85004, United States  

b Marketing, Kenan-Flagler Business School, McColl Building, CB 3490, University of North Carolina, Chapel Hill, NC 27599-3490, United 

States  

c Operations Management, Lee Kong Chian School of Business, Singapore Management University, 50 Stamford Road, Singapore 178899, 

Singapore  

d International Business and Marketing, College of Business Administration, Cal Poly Pomona, 3801 West Temple Avenue, Pomona, CA 

91768, United States 

 

Published in Journal of Business Research (2023), 167.  DOI: 10.1016/j.jbusres.2023.114151 

 

1. Introduction 

Sports generate massive revenues. Despite COVID-19, total 

2022 National Football League (NFL) revenue in the United 

States was $18 billion (Moore, 2022), and 2021 Premier 

League revenue in Europe was €6.1 billion.1 The global 

sports market is expected to grow from US$355 billion in 

2021 to $501 billion in 2022, and to an eye-watering $708 

billion in 2026.2 

Most sports markets feature one or more elimination 

tournaments. Currently, tournament game tickets are sold in 

advance, before the teams playing in the final games are 

known (we refer to this strategy as “advance” pricing). As it 

can be very competitive to purchase tickets to the final 

games, fans often purchase tickets before they know if their 

preferred team is going to play. Fans who purchase tickets in 

advance may face the prospect of attending a game they are 

not interested in—or reselling tickets in the gray and noisy 

secondary market. 

Consider the NFL. Of the 32 NFL teams across the American 

Football Conference (AFC) and National Football 

Conference (NFC), only five teams made it to the final 

Superbowl game more than once in the past decade. 

Therefore, even for an ardent fan of a strong team, the 

likelihood their team will feature in a specific year’s 

Superbowl is low. There is similar uncertainty in events such 

as the FIFA Soccer World Cup, the ICC Cricket World Cup, 

the NCAA College Basketball “March Madness” and so on. 

Yet, tickets for the final games in these tournaments may be 

sold a year in advance. Fans are highly uncertain about 

which teams will play that far out. Thus, scalpers and third 

parties corner these tickets and then sell them at a premium 

closer to the event. 

Against this backdrop, we analyze two alternative pricing 

mechanisms for high-uncertainty environments—consumer 

forwards and consumer options. Contractually, a forward 

confers on the purchaser the right and the obligation to 

exercise the forward and complete a transaction should a 

certain “state of nature” occur. Here, the “state of nature” is 

the fan’s chosen team making it to the final game. If a fan 

 
1 https://www.statista.com/topics/8468/global-sports-

market/#dossierKeyfigures  
2 https://www.globenewswire.com/news-

release/2022/03/10/2400658/28124/en/350-Billion-Worldwide-

buys a team-specific “forward ticket” on a specific team, that 

forward confers a right and an obligation to purchase a final 

game ticket—contingent on that team featuring in that game. 

This ticket is initially purchased at a reserve price pF. If her 

team makes it through, she must pay an additional exercise 

price pe  to obtain the ticket. If her team does not make it, the 

forward expires. We believe our work is the first to study the 

concept of forward pricing in consumer markets. We present 

a consumer decision tree for a forward ticket purchase in the 

context of sport tournaments (see Fig. 1).  

In contrast, an option confers on the purchaser the right but 

not the obligation to exercise the option and complete a 

transaction after a state of the future is clarified. Here, if a 

fan buys an “option ticket” for a game, after finding out the 

identities of the playing teams the fan can (but is not 

obligated to) exercise the option and buy a final game ticket. 

While Sainam, Balasubramanian, and Bayus (2010) study 

option ticket pricing, we go beyond their work and compare 

how forward pricing performs relative to option pricing and 

conventional advance pricing. The primary difference 

between an option and a forward is that the fan can choose 

to exercise the option, or not, irrespective of the playing 

teams. We demonstrate that this seemingly trivial difference 

has significant implications for how the mechanisms work, 

capacity management, customer segmentation, and profits. 

Our research is motivated from the following angles. First, 

sports tournament generate significant revenues from 

stadium seating. At an average price of $2,500 for the 2022 

Superbowl, the 70,000-seat SoFi stadium generated about 

$66.5 million in ticket sales.3 Consumers (also referred to as 

fans henceforth) avoid purchasing advance tickets in the 

Sports-Industry-to-2031-Identify-Growth-Segments-for-

Investment.html  
3 https://www.zippia.com/answers/how-much-money-does-the-

super-bowl-make/  
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