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In this article, the author explores how 
recent high-profile incidents of over-
booking cast light on the government 
regulations that affect pricing in the 
airline industry. This industry specific 
example has important lessons for pric-
ers in all industries of how certain gov-
ernment relations and resulting pricing 
practices can strain relationships with 
customers. Rafi Mohammed is the 
founder of Culture of Profit LLC, and 
author of The 1% Windfall: How 
Successful Companies Use Profit to 
Profit and Grow. He can be reached 
at rafi@cultureofprofit.com. This arti-
cle originally appeared on the Harvard 
Business Review (HBR.org).

By now, many of us have viewed 
the disturbing video of a blood-
ied man being recently dragged 
off of United Airlines flight 

3411 from Chicago to Louisville. To 
accommodate four crew members who 
had to get to Louisville, United claims 
it offered $1,000 per passenger to re-
linquish their seats (other reports claim 
United offered $800). When not enough 
people volunteered, instead of raising the 
bounty, United opted to play hardball 
by involuntarily kicking customers off its 
plane.

This incident has thrust the common 
airline practice of overbooking into the 
spotlight. New Jersey Governor Chris 
Christie has even called for a govern-
ment ban on the practice. But a gov-
ernment regulation – an obscure U.S. 
Department of Transportation (DOT) 

rule – is already to blame for some of the 
problems with overbooking.

Overbooking – the practice of selling 
more tickets on an airplane than there 
are seats – benefits both airlines and pas-
sengers. Airlines benefit from flying full 
airplanes, which is more profitable than 
flying with some seats left empty. 

Since a few passengers often fail to make 
their flights, overbooking mitigates the 
risk of empty seats. This helps the air-
line keep fares lower and provide more 
flexibility to passengers. Instead of solely 
selling draconian “take the flight you 
booked or lose all of your money” trips, 
airlines provide passengers with an array 
of options. 

Passengers who have missed their flights 

http://www.pricingsociety.com
https://pricingsociety.com/conferences/
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Airlines set their prices in the free 
market and the risks that they 
willingly incur should be solved by 
the free market.

can still get where they’re going, flex-
ible fares allow customers willing to 
pay a premium to change their plans at 
will, and even non-refundable tickets can 
be modified for a fee.

The problem occurs when airlines mis-
calculate and all of a flight’s passen-
gers show up. Gate agents typi-
cally let the market rule by 
raising the reward until enough 
flyers decide to change their 
travel plans. In 2015, 505,000 
passengers were voluntarily 
bumped in this manner and 
another 46,000 were bumped 
against their will.

But the DOT has adopted a 
rule that encourages involun-
tary bumping – which is un-
doubtedly less popular with fly-
ers than voluntary bumping. 

The regulation specifies that 
if a passenger is involuntari-
ly bumped, airlines have to 
pay a penalty amounting to 
200%-400% (depending on 
the delay length) of the one-
way fare that they paid with a 
maximum cap of $1,350. This provides 
an incentive for airlines to bump passen-
gers who paid the least amount for their 
ticket, often the poorest travelers on the 
plane. 

So while United was offering $1,000, 

the unlucky four who were told to de-
plane could end up receiving less than 
half of that amount if they were flying 
on discounted $200 roundtrip tickets. 
By setting such a low liability, the DOT 
is inviting airlines to excessively bump 
passengers.

Passengers’ rights are limited due to the 
fine print of airlines’ contracts of car-
riage, which specifically state that they 
can be involuntarily bumped. 

If the DOT is intent on getting involved 
with involuntary bumping, it should 

either give passengers more rights – per-
haps by banning the practice, though 
not banning overbooking as Governor 
Christie has suggested – or take steps to 
ensure that airlines are fully liable for 
their actions. This will yield a more mar-
ket-based result. 

If involuntary bumping is 
banned, airlines will have no 
choice but to offer market-based 
compensation to voluntarily get 
people off planes. Similarly, if 
their liabilities are not capped, 
airlines will be more generous 
to avoid the costs of handling a 
slew of small claims lawsuits.

Airlines set their prices in the 
free market and the risks that 
they willingly incur should be 
solved by the free market. On 
Sunday, United should have kept 
raising the amount it would pay 
until the incentive was strong 
enough for some passengers to 
deplane. Instead, it decided to 
kick people off the plane fully 
knowing that its payout would 
be low, courtesy of a government 
loophole.

Of course, if United really wanted to use 
common and fiscal sense, it would have 
hired a car for its crew members to make 
the five-hour road trip to Louisville.

http://www.pricingsociety.com
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How to Price Poorly and  
Alienate Customers – Sports Edition

In this article, the author provides a 

case study of a recent and drastic price 

increase that, because poorly imple-

mented, is causing significant con-

sumer backlash. This Canadian ca-

ble-industry specific example provides 

valuable lessons for pricers considering 

a price increase. Prerna Sharma is a 

Consultant at Revenue Management 

Labs, where they help companies de-

velop and execute practical solutions 

to maximize long-term revenue and 

profitability. Connect with Prerna at 

psharma@revenueml.com.

It’s that time of the year – playoff 
fever has hit. Bars are full of sports 
fans drinking beer, eating wings 
and yelling at the TV. The anticipa-

tion is high while fans wait to see if their 
beloved team will make it to the next 
round.

Bar owners are also feeling a great deal of 
nervousness, but not for the same rea-
son. Last month, Bell & Rogers sent out 
communication that they will be remov-
ing their sports networks – TSN (owned 
by Bell) & Sportsnet (owned by Rogers) 
– from their existing packages and offer-
ing them as add-ons.

What we know so far are that the chang-
es will only impact bars, restaurants 
and hotels with liquor licenses. Existing 
bundles (starting at $67/month) will no 
longer include TSN and Sporstnet (SN). 

These channels will be available as an 
add-on, and pricing varies based on the 
establishment’s seating capacity (ranging 
from $135 to $675 per month).

What could have driven 
Rogers & Bell to abruptly 
restructure their packages?

1. Declining Market: Canadian Ra-
dio-television and Telecommunica-
tions (CRTC) verified these find-
ings by reporting a 2% decrease in 
subscriptions in 2016. The impact of 
lost subscribers is estimated at over 
$180M.

2. Offset fewer customers with great-
er revenue per customer: Cable 
giants have been focused on this for 
a few years seeing success in 2015 
when the average monthly bill went 
to $66.08 from $65.25 (+1.27%).

3. Precedent: Residential packages al-
ready offer TSN and SN as add-on 
services.

They recognized that money was left on 
the table by providing TSN and SN in-
discriminately to all liquor licensed es-
tablishments. Based on the knowledge 
that a sub-segment of customers value 
these channels above the rest, they re-
structured the package and created price 
fences to extract incremental revenue 
from this customer segment.

When good theory met 
terrible execution
With five Canadian NHL teams plus 
the Raptors making it to the playoffs, 
a reasonable price increase would have 
met little resistance. But the execution 
by Rogers & Bell was flawed and came 
off as arrogant in its lack of empathy for 
customers’ needs. Issues include:

1. Exorbitant Price Increase: Com-

mon sense would indicate that offer-
ing add-on pricing at 2 to 10 times 
the original cost of the base package 
would cause sticker shock. If value 
based pricing indicates that the two 
networks are worth $675 to a large 
venue, they would need to be taken 
over a series of price increases or via 
the introduction of a new package 
with premium offerings.

2. All or Nothing Approach: Since 
Rogers & Bell own these networks, 
third party providers claim they can-
not impact pricing. In other words, 
if sports are central to your business 
model, you have no choice but to ac-
cept these changes and pass it on by 
hiking beer and wings prices or find-
ing cost savings elsewhere.

3. Appearance of collusion: Bell & 
Rogers own competing sports net-
works and are competing cable pro-
viders, the coincidence of them re-
leasing changes simultaneously is 
not lost on the public. An example 
of how similar the prices are be-
tween the competitors can be seen in 
Figure 1.

4. Element of Surprise: Rogers & Bell 
had the ability to consult with part-
ners such as Restaurants Canada to 
find common ground and gauge the 
market’s ability to absorb pricing. 
Instead they provided them less than 
2 months’ notice during playoff sea-
son. In response Restaurants Canada 
have already reached out to CRTC 
and Competition Bureau.

5. Highlighting oligopoly & invit-
ing regulation: Recent public out-
cry has set the historically dormant 
CRTC on the warpath implement-
ing regulations requiring “skinny” 
bundles be offered for less than $25, 

http://www.pricingsociety.com
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Figure 1: New fee for businesses to broadcast Sportsnet & TSN

Figure 2: Comcast

restricting license retailing whole-
saler prices from suppliers and even 
suing Rogers, Bell & Telus for col-
lusion.

With Rogers & Bell enjoying a privi-
leged position as one of the big three, it 
is unnecessary to poke the bear, upset 
customers and burn alliances, which is 
exactly what a 2-10 times price increase 
appears to have done.

South of the border cable 
providers showcase how 
to design customer centric 
packages

Despite having greater variety of stream-
ing options, Americans are cutting the 
cord at half the rate as Canadians. Ex-
perts have suggested that high prices in 
the Canadian market are to blame.

To illustrate this point, Figure 2 shows 
the plans available to restaurants and 
bars by the US cable giant Comcast 
(~22% market share).

The packages offered by Comcast adhere 

to revenue manage-
ment best practices. 
They are built with 
a clear customer in 
mind as indicated by 
the “Target” section. 
There are a variety 
of price points avail-
able for entry and 
upsell. Specific to 
our discussion, there 
are three price points 
where sports chan-
nels can be accessed. 
As price increases, so 
does the variety and 
quality of content.

Rogers & Bell would 
do well to learn from 
our neighbors in the 
south. It’s clear that they rushed through 
their homework and took a hasty one 
shot approach that enraged customers, 
partner associations and governing bod-
ies. Given their history, they may very 
well get away with it. But in a world 
where cable TV is becoming increasingly 
irrelevant, they just made the case for 

regulation and alternative streaming ser-
vices stronger. Talk about throwing fuel 
on the fire.

For those interested here is the link to 
the letter by Restaurants Canada to Rog-
ers.
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With Rogers & Bell enjoying a privileged position as one of the big three, it is unnecessary to poke the bear, upset 
customers and burn alliances which, is exactly what a 2‐10 times price increase appears to have done. 

 
South of the border cable providers showcase how to design customer centric packages 

Despite having greater variety of streaming options, Americans are cutting the cord at half the rate as 
Canadians. Experts have suggested that high prices in the Canadian market are to blame. 

To illustrate this point, below are the plans available to restaurants and bars by the US cable giant Comcast 
(~22% market share). 

 
 

COMCAST PACKAGES  # Channels  # Sports Target Price 

Basic  36  0  Basic Package  $29.95

Digital Variety  50  0  Family Friendly  $54.95

Standard  80  12  Core Sports & Top 
Entertainment $84.95

Digital Deluxe  150  25  Larger Variety of Sports & 
Family Programming $109.95

Sports & Ent Deluxe  150  39  HD quality and premium sports 
content $189.95
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Successfully and systematically 
determining adequate price levels 
for individual customers is dif-
ficult. That’s why companies of-

ten leave discounting for the sales force 
to handle individually during customer 
negotiations. As a consequence, discount 
levels given for the same deal typically 
vary immensely from one sales represen-
tative to the next. What’s more, incen-
tive schemes often reward the sales force 
for growth and volumes rather than 
margin or price quality. 

Let’s imagine a specialized equipment 
distributor called SpecialDeals proceeds 
as described. An initial analysis shows 
that this laissez-faire approach to dis-
count negotiation leads to a large unex-
plainable variation in price and discount 
levels (see Figure 1), and essentially cus-

tomers receive prices that are too low.

In this case, there are essentially four key 
elements that should be considered in or-
der to move towards systematic, explain-
able, and successful customer discount-
ing (see Figure 2).

1. Separate the customer price from 
the product price

Organizations often mix product-fo-
cused and customer-focused thinking. 
While it’s necessary to consider external 
factors such as market dynamics or com-
petitive landscapes when defining stra-
tegic directions for company prices, it is 
also important to clearly distinguish the 
roles of different price levels. The product 
price serves as the underlying baseline 
and should be mainly driven by overall 
product value, while the price a single 
customer is willing to pay should typi-
cally be separated from product-focused 
thinking and considered in the discount 
levels given. 

2. Use discounts to reward customer 
value and steer behavior

Luckily our specialized equipment dis-
tributor separated these two price levels 
well. However, the magnitude of the gap 
between the two price levels could not 
be explained. Price differentiation is a 
good thing – if you know why it oc-
curs. That means SpecialDeals should 
think about which customer behavior 
(e.g. payment behavior) and which deal 
characteristics (e.g. order channel) are 
valuable for their organization and pro-
actively use discounts to reward and 
incentivize these traits. The secret is to 
minimize complexity while at the same 
time enforce positive customer behav-
ior and reward value. Typically, around 
three to five meaningful characteristics 
are enough to determine a large por-
tion of the discount that a customer or 
deal deserves. Let’s assume SpecialDeals 
defines with their sales force that they 
would like to reward customer size, pay-

CONTINUED ON NEXT PAGE �

Successful Customer Discounting  
in B2B: This is How it Works 

In this article, the authors explore prov-

en, successful strategies for discounting 

profitably in B2B industries. Antoine 

Weill is a Partner at Simon-Kuch-

er & Partners. His primary focus is 

topline growth, revenue management 

programs as well as pricing strategies. 

He can be reached at antoine.weill@

simon-kucher.com. Patrick Valentin is 

Senior Consultant at Simon-Kucher. 

He specializes in (international) B2B 

sales and pricing strategies, product 

portfolio design and price model devel-

opment. He can be reached at patrick.

valentin@simon-kucher.com.
Figure 1: Variation in price and discount levels, Simon-Kucher analysis (values anonymized)
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Figure 2: The four elements of customer discounting, Simon-Kucher

ment behavior, and the sales channel. 
Their simple and explainable approach 
keeps things transparent for customers. 
Furthermore, by involving their sales 
force in the design process, they lay the 
foundation for acceptance within the 
organization, which is essential for a suc-
cessful change process.

3. Measure and enforce price and dis-
count quality

Once implemented, this clear and struc-
tured discounting approach enables 
SpecialDeals to actively monitor the dis-
counting performance (and as a result 
the price quality) achieved by their sales-
force. By ensuring that the discount and 
price levels for each type of customer and 
specific deal situation are clear, they are 
able to actively benchmark the price and 
discount levels they give. Such a degree 
of transparency means that price quality 
can be used as an additional element in 

sales force incentive schemes. Further-
more, this clear knowledge of deserved 
discount levels also indicates how much 
sales representatives can deviate from 
this central recommendation. Special-
Deals decided to link different degrees of 
deviation to different sign-off levels (i.e. 
district sales manager, head of sales, etc.) 
and thereby dramatically increased dis-
count enforcement.

4. Review and rethink your discount-
ing regularly

In addition to enforcing price quality, 
measuring and monitoring discounting 
performance can be used to fine-tune 
and optimize the implemented discount-
ing structure. Let’s revisit our specialized 
equipment distributor and imagine they 
have now gone live with their new dis-
counting approach. After several weeks, 
they realize that sales representatives 
actually give two to five percent high-

er discounts for certain types of deals. 
While the initial reaction may have been 
to tighten the levels of additional dis-
counts that sales can give, a more thor-
ough analysis showed that all deals with 
these additional discounts actually had 
larger order sizes. The consequence: the 
distributor would go back to the drawing 
board and extend their discounting ap-
proach to also reward the desired order 
behavior. 

Businesses that start changing and sys-
temizing their discounting structure now 
will soon be rewarded. While each lever 
has a positive effect in itself, the impact 
is magnified when all are implemented 
together. Successfully implementing all 
four elements typically leads to a profit 
increase of one to three percent, as well 
as noticeable volume growth with target 
customers when incentives actively en-
courage the desired behavior. 

415US16001_CAT_X003_Turkey_Current-Discounting_20160713.pptx
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Are You Part Timing Pricing Strategy  
and Leaving Money on the Table? 

In this article, the author explores how 

many businesses fail to include pric-

ing research as part of their client and 

new product development research. 

He also points out the negative impli-

cations that often occur from failing 

to conduct pricing research and cus-

tomer value perspective analysis. Chris 

Robinson is an expert in quantitative 

research in Asia and is now providing 

his strong quantitative background to 

pricing strategy and consultancy as a 

Managing Director, SPMG in Asia. 

He can be reached at crobinson@sp-

mgglobal.com.

CONTINUED ON NEXT PAGE �

I was asked recently about the range 
of research I had been involved in 
over the last 30 years and realized 
that in fact that range was impres-

sive in terms of both brands and meth-
odology. But one thing that struck home 
was how few projects were focused on 
pricing strategy. I have done my share 
of choice-based and conjoint modelling, 
used Van Westendorp’s Price Sensitivity 
model, and developed a methodology for 
dealing with cultural over claiming ten-
dencies in Asia and other related tools, so 
it was not anything to do with capabil-
ity. As an economist in a past life I knew 
all about price elasticities and marginal 
utilities. So how come pricing research 
was not a big part of the research that 
clients focused on?

Every student of Marketing 101 knows 
the famous “4P’s” – product, place, price 
and promotion. If you think about it, a 
lot of attention is given to researching 

promotion (basically all communica-
tions) and product (everything from sen-
sory evaluation to packaging research), 
but less so on place (distribution, retail, 
logistics, etc.) and very little on price. 

I even recall once sneaking in a simple 
conjoint exercise into a client’s study on 
a new fruit juice drink because I felt they 
could look at more premium pricing. I 
was right as it turned out. The client 
used the data with no recognition that 
they had not requested the research.

And here is another example where some 
pricing insights came from the researcher 
not the client. When Hong Kong’s third 
undersea tunnel joining Hong Kong and 
the Kowloon peninsula was near to final-
ization, the PR company working with 
the operators requested a study on atti-
tudes to the new tunnel. I argued strong-
ly for the inclusion of a choice-based 
inclusion and the PR company, not the 
client, agreed to the inclusion. The origi-
nal toll fee they were proposing was ex-
tremely high by comparison with other 
tunnels. The model very clearly indicated 
they could charge a premium but not at 
the levels they were intending. Traffic in 
the first year of launch was dismal – as 
the model predicted.

What is it about pricing  
that makes it an often 
ignored area in brand 
strategy focus? 
There are a number of reasons that I can 
think of. Primarily pricing is often 
treated as a strategic area that can be 
dealt with internally – no need to run 
this past some consumer evaluation. 

I think this is because most markets 
seem to settle into clear price ranges 
that brands seem to accept as industry 
“norms.” Cigarettes were a classic exam-
ple. When this category was once one of 
the most heavily marketed areas in me-
dia and in research focus, almost every 

company has a large board showing all 
brands in the market structured by price 
points. To these marketers, price was a 
key but simple variable, with it being 
assumed that the price point said a lot 
about the brand.

If you look at any category that has mul-
tiple brands competing in the supermar-
ket nowadays it is clear that price points 
are quite well established. We just com-
pleted a large study of the urban break-
fast cereals market in China and the 
price structuring within category looked 
like it had been mandated by law. There 
was hardly a 5% difference across brands 
within categories and same pack sizes.

Second, talking to some marketers, 
there is another internal consideration 
that overrides consumer perspectives, 
and that is cost-based accounting sys-
tems. Every brand goes through analy-
sis of its costs based on ingredients and 
material costs, media support budgets, 
overhead recovery contribution and tar-
get profit margins. These target prices are 
compared against those market norms I 
mention above and adjustments are often 
made to the product to make sure it fits 
within the category norms at retail. Now 
if you think about it, this does sounds a 
bit like the tail wagging the dog. 

If you think about the problems with 
this purely internal focus, you have to 
ask one question: are marketers “leaving 
money on the table” because of their set-
in-stone internal systems that ignore just 
what customers might actually be will-
ing to pay? 

I was reminded of this by a recent study 
reported by the Massachusetts Insti-
tute of Technology, titled The Price of 
Regret. The conclusion of the paper was 
that marketers were missing out on po-
tential incremental profits of 7-10% 
through poor pricing strategies.  

http://www.pricingsociety.com
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The obvious benefit from using value-
based pricing is of course enhanced 
profitability. There are other longer 
term benefits as well.

Now hang on there, surely there is little 
in the marketer’s tool kit that can de-
liver those kinds of profit improvements. 
Looks like marketers are definitely “leav-
ing money of the table.” Okay, this pa-
per did focus on fashion so it may not 
be generally applicable in the CPG area 
where “regret” is likely to be a lower level 
of concern for shoppers.

Looking more widely I found a wealth of 
information on strategic pricing and in 
particular a blog entitled Integrity Pric-
ing: Manufacturing Trust.

The blog article lists common symp-
toms of poor pricing integrity in indus-
trial and service markets. I would ask all 
brand and sales managers in these sectors 
to consider how many of these are typi-
cal in their organization?

• Providing discounts and allowances 
to many, if not all, of your accounts;

• Favourable pricing to customers who 
have not earned it through volume, a 
profitable sales mix, or loyalty to the 
relationship;

• Fluctuating pricing strategy that fa-
vours price-sensitive buyers who will 
“jump ship” given a new opportuni-
ty from your competitor;

• Compromising the best interests of 
the existing customer base in favour 
of new accounts with undefined loy-
alty;

• A frustrated sales team looking for 
definitions of what constitutes a fair 
price for the value offered; and,

• Starting the distributor conversation 
on the topic of price, or a price con-
cession.

In fact, one of the biggest criticisms of 
the approach to pricing taken by busi-
ness is that it’s basically “part-timed” and 

this often means companies are indeed 
leaving money on the table. Pricing, as 
a key part of marketing, touches every-
body in an organization and needs to be 
the top priority for any innovating and 
marketing aggressive company.

Based on the results of a large scale glob-
al survey on current pricing strategy, 
SPMG report some fairly dismal find-
ings. 

For example, most companies are clearly 
failing to recognize the gains to be made 
from a more customer segment focused 
approach, or pricing based on what price 
differentials your 
brand could carry 
with certain market 
segments. In addition, 
many of the compa-
nies recognize in the 
survey that they are 
failing to launch their 
new products in the 
market to meet their 
price targets. They 
also recognized that over a half of all 
new product launches had flopped. Now 
whilst this is a cost in time and money 
the potential real damage is from putting 
these company’s brand equity and profit-
ability at risk. This problem was seen by 
SPMG to be “largely self-inflicted.”

The question for marketers is simple – 
should not you be studying pricing from 
a customer perspective, and most criti-
cally from a customers perceived value 
perspective – or what the industry calls 
Value-Based Pricing Strategy?

How does value-based 
pricing work? 
At its most basic research is designed to 
identify market segments that are both 
targetable (by specific outlet types or me-
dia), that have specific brand choice driv-
ers and indicate, through pricing sensi-
tivity studies, that they are willing to pay 
a premium for your brand.   

The obvious benefit from using value-
based pricing is of course enhanced prof-
itability. There are other longer term 
benefits as well. One obvious benefit is 
your brand positioning starts to have 
more differentiation and clarity to the 
consumer, who ideally responds with 
enhanced customer loyalty. Studies have 
also shown that value-based pricing 
tends to be more resistant to economic 
downturn.

There may not be much of a choice for 
brand marketers going forward. The de-
velopment of social media, the ability to 
target to the individuals and communi-

ties – and through data analytics – to 
direct real time offers makes this an even 
more exciting strategy.  For example, 
Amazon’s ability to offer related books 
and bundles of these similar books is a 
classic example of value-based pricing in 
action. As a buyer you immediately see 
the value in the offer and often the bun-
dled price is less subject to in-depth price 
consideration by buyers.

Ask yourself – are you someone who 
likes to have a window or aisle seat on a 
flight? Do you like to be up the front or 
not particularly fussed? If like me, that 
up-front, aisle seat appeals, how much 
are you willing to pay extra for that ad-
vantage? 2% more? 3%? 5%? 

That’s an answer that value-based pricing 
research can provide.
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