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Question 1
Revenue management is a crucial factor in maximizing earnings, especially in the service industries. According to the law of demand, a consumer usually responds to the decline or rise of prices of a product or a service in the market (Chen, Fleischhacker, & Katehakis, 2015). However, the response varies considerably. Some consumers are highly responsive to the price changes while others are not. Air carriers’ revenue management is usually focused on developing competitive mixes of fares to maximize profit as well as reducing the chances of losses. However, this is different from the Magic revenue management system since its primary focus is selling more tickets at the best price to generate more revenue (Bouchet, Troilo, & Walkup, 2016). Thus, the magic system prices the tickets according to the current demand and determines whether to increase or decrease the prices of the tickets to increase the revenue. However in the airline industry maximizing revenue is focused on differentiating the products and identifying where every customer fits. 
Another difference between the air carriers and the Magic revenue system is that the Magic uses the availability of seats to make discounts to attract the customers while this does not happen in the airline industry. In most cases, the airline bookings are made online, and once the date and time are set for the aircraft to depart, the seats that are not booked remain vacant. However, the Magic revenue management system identifies the market demand and the remaining tickets are sold either at a discount or a higher price depending on the state of demand. 
Another difference is that the air carriers set their prices according to the competition. On the other hand, Magic sets the price according to the demand and the value attached to the game. The airline industry is highly competitive. Thus, while establishing the prices of different categories of classes, the airline requires understanding the competitors’ prices to avoid substitution and loss of customers. In other words, the price should much with the competitor’s price offering the same kind of services. However, the Magic revenue management system relies on the demand when setting the prices. The higher the demand, the higher the prices charged by the team and vice versa. 
Question 2
Table 1: Variable Pricing in Zone 103
	Opponent popularity 
	Number of games 
	Price 
	Total

	Tier 1 
	3
	$187
	$561

	Tier 2
	3
	$170
	$510

	Tier 3
	4
	$85
	$340

	Tier 4
	6
	$75
	$450

	Tier 5
	14
	$60
	$840

	Tier 6
	9
	$44
	$396

	Tier 7 
	6
	$40
	$240

	Revenue 
	
	
	$3337



The profit contribution would be higher if the team switched to 7 prices dynamic system i.e. $3,337 as compared to $3,060 (45 games * $68 = $3,060). Pricing based on demand has significant benefit as opposed to the average pricing. Magic would have also established the discount pricing according to the particular demand for the tickets. By using the dynamic pricing method, magic would have been in a position to either decrease or increase the prices of the remaining tickets on the anticipated demand. Dynamic pricing would have also minimized the number of seats that are not purchased. The 234 seats that were not purchased could have as a result of not matching the importance of a game with the price. For instance, Magic would have priced a game highly when the fans had no value for the match and vice versa. 
Variable pricing that the team used in the past have no chances of adjustment. The price set prior the start of the games is not adjusted regardless of the change of demand (Chen, Fleischhacker, & Katehakis, 2015). However, with dynamic pricing, the team has the flexibility to adjust the prices of the tickets concerning the demand to increase the revenue. Since the variable costs are zero or close to zero, a rise in the ticket sales directly transforms the bottom-line and the incremental revenue. 
Question 3
When using dynamic pricing, the team should consider some issues. Fans form the lifeblood of a team. A team without a significant number of fans does not attract a considerable number of sponsors or media (Bouchet, Troilo, & Walkup, 2016). Thus, ticket pricing is a sensitive factor that requires a lot of consideration to maintain the fans and to attract other viewers and stakeholders to the team. The team should price its ticket in a manner that the customers do not perceive the club as being opportunistic. The customers are rational, and they can compare historic prices with the current prices. Thus, they can make rational decisions on the purchase of the tickets. 
The team should consider the following factors;
· Understanding the perceived importance and value of a particular ticket 
When making a decision on ticket purchase, fans put into consideration a lot of factors. Thus, the team should analyze these factors while setting the ticket price. Appropriate analysis of data, as well as forecasting demand for every match, would significantly contribute to making the best pricing decisions and enhance the profitability of the team (Bouchet, Troilo, & Walkup, 2016). 
· Understanding the influence of any price change
Before effecting price changes on tickets, the team should identify the impact that the price change would on demand. A change in price in a given segment might result in a change in demand on another segment. Thus, the team should analyze the different price elasticity among the different customer segments since customers have heterogeneous nature on the willingness to pay for a service or a product.  The fans in VIP section have different price elasticity with the fans at the standing section (Bouchet, Troilo, & Walkup, 2016). The team should also consider the impact of a discount on tickets to the overall performance of the team. The temptations to offer discounts to fans may congest the stadium. 
· Understanding the threats of dynamic pricing to season ticket holders 
The team faces the threat of losing season ticket holders once they realize they are charged higher than the seat neighbors when watching the same match. In most cases, the season ticket holders are those fans who are excluded from the dynamic pricing (Bouchet, Troilo, & Walkup, 2016). Thus, the fans have the possibility of perceiving different charges as unfair, and the team might lose valuable season ticket fans when they boycott future games.
· Communicating the pricing strategy to the fans
Effective communication to the fans on the benefits that the dynamic pricing would have to them would play a critical role. The team should engage in a positive message on the prices of the tickets. For instance, the team can communicate to the fans on the lower prices during low demand games and slightly higher prices on high demand games.
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