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Sales Backbone: Boosting Sales  
Performance in Project-Based Business

A recent global pricing survey revealed 
that industrial companies selling proj-
ect-based solutions are having difficul-
ty reducing overhead costs, particularly 
costs related to maintaining a sales 
force. In this article the authors outline 
a 5 step framework that helps compa-
nies in structuring their sales approach 
consistently across the markets in 
which they operate. Harald L. Schedl 
is a Partner and Georg Ferdinand 
Haschke is a Director at Simon-Kuch-
er & Partners. They can be reached by 
email at Harald.Schedl@simon-kuch-
er.com and Georg.Haschke@simon-
kucher.com. 

9th PPS Annual Conference on European & Global Pricing – Hôtel Con-
corde – Berlin, Germany; 3 December – 5 December 2014. 

•	 4 Workshops Offered on Tuesday 3 December
•	 3 Workshops and the 4th Annual Global Pricing for Executives Summit Of-

fered on Wednesday 4 December
•	 16 Keynotes and Breakouts Offered on Thursday 5 December

For the most up-to-date information about PPS events and programs, please 
visit our website at www.pricingsociety.com frequently.

Industrial companies selling project-
based solutions have always had to 
balance their ability to compete ef-
fectively for business against over-

head costs - particularly associated with 
maintaining a sales force. Now, not only 
having to consistently contend with the 
volatility of the capital goods investment 
cycle, they are also having to deal with 
clients expecting an increasingly de-
manding level of service globally across 
markets, adding additional complexity. 
Against this backdrop, there is the real 
risk that Sales, General and Administra-
tive (S, G&A) costs could continue to 
spiral unless urgent action is taken. 

Indeed, a recent survey has shown that 
sales costs remain stubbornly high. 
Seven in ten companies have been un-
able to reduce sales costs in recent years, 
with 40% of respondents reporting an 
increase despite increased management 
scrutiny.

The solution is for companies to more 
effectively leverage their scale, by adapt-
ing a more harmonized, centrally coordi-
nated sales approach across geographies. 
This has the advantage of maintaining 
a more tightly defined offer, while also 
potentially streamlining the sales pro-
cess. However, companies still need to 
be mindful of how to do this while con-
sidering the specificities of local market 
conditions.

This article presents a strategy called 
the Sales Backbone, which is a five-
step framework that helps companies 
in structuring their sales approach con-
sistently across the markets in which 
they operate. By establishing a more 
in- depth, company-wide view of their 
clients and by assigning internal sales 
responsibilities more clearly and con-
sistently, they can direct their resources 
appropriately, thereby keeping a lid on 
costs.

PPS Happenings Serving the Pricing Community Since 1984
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Figure 1: Sales Backbone

The framework consists 
of the following essential 
elements: 

1. Understand customer buying behav-
ior

2. Consider regional differences
3. Rank customers according to impor-

tance
4. Assign roles and responsibilities
5. Monitor performance and continu-

ously improve

1. Understand customer 
buying behavior 
Optimizing a sales organization relies 
in the first instance on forming a deep 
understanding of customers and their 
buying behaviors. Adopting a common 
approach to addressing “the customer” 
across markets can pay significant divi-
dends, even though in practice com-
mercial negotiations in each will need to 
take a slightly different form. 

Though all customers are clearly not the 
same, this does not prevent the approach 

to selling to them being assessed in the 
same structured way. By adopting a com-
mon framework on how to best meet 
customer needs, companies can respond 
more effectively to them. A Sales Back-
bone underpins this process, identifying 
the analytical steps required and the ac-
tions needed to take advantage (see fig-
ure 1 above).

The use of established analytical con-
cepts such as the “Customer Buying 
Cycle” in Neil Rackham’s Major Ac-
count Sales Strategies is common when 
sketching out the individual phases of 
the buying process (see figure 2 on the 
next page).

Forming a Sales Backbone provides a 
common understanding across the com-
pany of how to approach selling, what 
the customers are likely to require and 
an idea of how best to meet these needs.

Sales Backbone: Understand customer 
buying behavior

•	 Identify customer needs and buying 
preferences 

•	 Determine key elements of sales pro-
cess

•	 Build conceptual “Sales Backbone” 
model

2. Consider regional 
differences 
Though each market a multinational 
company operates in has its own specif-
ic characteristics, it is unlikely they will 
all be so vastly different from each other 
that they cannot be compared. 

A Sales Backbone therefore provides in-
dividual country organizations with the 
means to talk in the same “language” 
and build a common understanding 
across the business. However, some de-
gree of local autonomy is always required 
for effective selling.

Without explicit guidance, there is a ma-
terial risk that each local entity develops 
a unique selling approach, leading to a 
disjointed offer and, more important-

Objectives

Roles

Conceptual level

Operational level

Enable the bid team to match the buying centers 
needs in its offer and strongly increases the 
likelihood of winning the bid

Criteria catalogue and key stakeholder analysis 
embedded in buying center profile in SFDC

Account manager, business developer, project 
manager,  strategic marketer, technical expert

Input/Output
Opportunity profile, classified & prioritized 
opportunity / buying center profile, key 
decision criteria (short list)

Methods/Tools/Templates

Key Activities
Identify key decision-maker, identify/re-evaluate decision 
criteria, weight criteria, derive key decision criteria

Description
 As soon as an opportunity classified as high priority, 

a opportunity-specific buying center analysis is 
conducted

 Key stakeholders and decision-makers are identified, 
validated and documented in the IT system

 Decision making process at customer organization is 
reviewed and documented

 Key decision criteria are identified and weighted in 
terms of importance to the customer

 Strategy to address specific decision criteria is 
outlined

Backbone element profile: "Buying center analysis"

Analyze and communicate focal 
points, decision makers, decision 
criteria and decision processes within 
the customer organization; define 
activities for successful acquisition

Buying center 
analysis

Simon-Kucher & Partners 2013
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Figure 2: Backbone element profile “Buying centre analysis”

ly, building unnecessary cost into their 
commercial activities.

Furthermore, the objectives of each local 
company are not always the same, which 
needs to be accommodated in any cen-
tralized model. For example, one entity 
may be tasked with increasing penetra-
tion and the other with defending mar-
gin.  

The intention is not to prescribe com-
mercial decisions, but more to ensure 
that the process for arriving at these 
decisions is consistent. For that reason 
companies need to establish limits to 
where local markets have the freedom to 
have discretion and where they do not.

Sales Backbone: Consider regional 
differences

•	 Set centralized aspirations
•	 Define areas for deviation from com-

mon approach
•	 Define limits for deviation market 

by market

3. Rank customers 
according to importance 
There is often a common tendency for 
sales organizations to find it difficult to 
prioritize resources in project based busi-
nesses. If Sales Directors are not suffi-
ciently discerning, they can end up bid-
ding for every available project, which 
is almost always sub-optimal. By being 
more structured around deciding when 
to bid, win ratios can rise and costs can 
be minimalized. A firm understanding 
of customers is at the heart of this.

While salespeople may see clients as 
equally as valuable, in practice a few 
large customers will often provide the 
bulk of the revenues and earnings. Using 
a customer segmentation exercise, com-
panies should identify the importance 
of individual customers and link this 
to the resource and priority that they 
should receive. 

Sales Directors need to clearly match the 
customer’s importance at a global level 
to the resource allocated to them. Im-

portance can be defined either in terms 
of existing size or potential, with larger, 
more important customers receiving 
dedicated account managers (sometimes 
known as Global Account Management, 
Key Account Management), whereas 
smaller customers can often be serviced 
at a lower cost by alternative means, for 
instance, via regional sales teams.

Sales Backbone: Rank customers ac-
cording to importance

•	 Segment customers appropriately 
•	 Define appropriate service levels by 

customer type
•	 Assign resources appropriately 

4. Assign roles and 
responsibilities
With a more structured sales approach 
it is easier to assign accountabilities at 
every step of the selling process. The as-
signment of clear responsibilities avoids 
duplication and confusion, thereby 
minimizing cost. 

Sales Backbone – Elements overview

Buying center analysis

SalesSales After-SalesAfter-Sales

2. Evaluation of 
options

2. Evaluation of 
options

3. Resolution of 
concerns

3. Resolution of 
concerns 4. Decisions4. Decisions 5. Implementation5. Implementation

Pre-SalesPre-Sales

1. Recognition of 
needs

1. Recognition of 
needs

Account
development

Opportunity 
planning

Account
classification RfQ analysis

Bid prioritization

Differentiated
offer preparation

Differentiated
offer revision

Contract
finalization

Won/lost order 
analysis

Handover

Billing & 
collection

Customer
satisfaction

Follow-on

Sales expense tracking

Competitive bid analysis

Simon-Kucher & Partners 2013
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A commonly used tool to as-
sign roles for sales tasks is the 
RACI matrix. To ensure ap-
propriate follow through, de-
fine the following sales re-
sponsibilities for each account: 
responsible (R), accountable 
(A), consulted (C) and in-
formed (I). This outlines the 
actions each must take to 
achieve the desired sales out-
comes.

Where a centrally defined op-
erational model is employed 
in a local market, there is less 
of a need for individual local 
structures to be created, both 
saving time and ensuring that 
decision-making is consistent 
throughout the organization across com-
parable levels of seniority.

In order to function effectively, a more 
centralized approach to selling must be 
supported by the right skills and capa-
bilities. In many cases companies seeking 
to cut sales costs, somewhat perversely, 
may need to invest more in new central 
functions; for example, creating a stra-
tegic marketing function to provide the 
necessary oversight and co-ordination.

Sales Backbone: Assign roles and re-
sponsibilities

•	 Design a common sales responsibili-
ties framework

•	 Drive effective governance
•	 Address need for new capabilities

5. Monitor performance and 
continually improve
To ensure that a more harmonized sales 
approach leads to better outcomes, com-
panies need to track not just the costs as-

sociated with selling, but also the metrics 
which give an idea of selling efficiency. 
These indicators are used to fine tune 
performance. As customers’ needs con-
tinue to evolve, sales organizations will 
also have to adapt to match.

Only one third of companies – accord-
ing to the aforementioned study – cur-
rently have suitable metrics in place for 
tracking sales efficiency over time, which 
leaves them to make decisions in the 
dark. We therefore recommend the use 
of “Sales cockpits” which summarize 
a range of key performance indicators 
(KPIs) in a consistent and easily digest-
ible manner for senior management. 

Furthermore, sales incentives need to 
be closely linked to those metrics of the 
greatest importance, aligning individual 
reward with the achievement of corpo-
rate objectives. 

Sales Backbone: Monitor performance 
and continually improve

•	 Identify metrics to establish transpar-
ency

•	 Devise effective management report-
ing tools

•	 Modify sales incentives to achieve 
consistency 

By adding structure to their selling while 
improving the consistency of the offer, 
companies can fight back against the 
tide of rising S, G & A costs. However, 
this requires a greater degree of central 
control and also further investment in 
corporate functions. 

Management engagement and sponsor-
ship of these initiatives is paramount and 
companies will not realize their potential 
synergies in selling unless local manag-
ers genuinely “buy-in” to the benefits of a 
more harmonized sales approach. 

References

1. Sales Excellence Study, May – October 
2012. 212 participants in leading positions 
of European industrial companies

Responsibility charting using the RACI-model

© Simon-Kucher & Partners 2013

Responsibilities are assinged on key acitvity level.

Roles Strategic marketer (R)
Business developer (A)
Account manager (C)
Technical expert (I)

Strategic marketer (R)
Business developer (A)
Account manager (C)

Account manager (R)
Business developer (A)
Strategic marketer (C)

Weight
criteria

Rate
account

Key activity
Validate pre-defined 

criteria set for 
account

classification

Weight importance of 
single criteria

(account history & 
potential)

Rate account along 
predefined

classification criteria

Identify/refine
criteria

I II III

Figure 3: RACI-modeling
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If legislation pending before the House 

Energy and Commerce Committee is 

passed and signed into law, online mer-

chants will be severely restricted in their 

ability to use “big data” and behavioral 

advertising to help set prices, discounts 

or coupons for customers. In this article, 

the author explains how the proposed 

legislation will affect ecommerce compa-

nies and their pricing strategies. Attor-

ney Mark D. Rasch is the former head 

of the U.S. Justice Department’s com-

puter crime unit and today is a lawyer 

in Bethesda, Md., specializing in priva-

cy and security law. He can be reached 

at mdrasch@gmail.com. This article 

originally appeared in “Storefront, 

Backtalk”, a FierceRetail publication.

Congress to Regulate Customized Pricing.  
Yeah, That Will Work 

If legislation pending before the 
House Energy and Commerce 
Committee is passed and signed 
into law, online merchants will be 

severely restricted in their ability to use 
“big data” and behavioral advertising to 
help set prices, discounts or coupons for 
customers. Fortunately or unfortunately 
(depending on your position on the leg-
islation) this being the current Congress, 
it is unlikely that anything will actu-
ally happen. Nevertheless, this reflects 
the growing unease about the concept 
that you and I will be charged different 
amounts for the same product or service 
based upon the data collected about us.

Recently, Rep. Susan Davis (D. Cal.) in-
troduced H.R. 2487: the Ensuring 

Shoppers Honest Online Pricing Act of 
2013.” In the world of cutesy acronyms, 
this is the E-SHOP Act. 

The law would require the Federal Trade 
Commission to promulgate rules and 
regulations “requiring an Internet mer-
chant [with a total annual gross revenue 
of more than $1,000,000 indexed for 
inflation] to disclose to each consumer, 
prior to the final purchase of any good or 
service, the use of personal information 
in establishing or changing a price.” This 
would not include additional costs as-
sociated with taxes or shipping based on 
the consumers’ address.

Each person has a tolerance for pricing 
based upon our desire or need for a prod-
uct or service, our perception of value or 
utility, our ability or willingness to pay, 
and of course, the supply or perceived 
supply or demand for the product. 

Some people are “early 
adopters” and must have the 
latest and greatest thing, 
some wait until whatever 
they have wears out com-
pletely. Knowing who you 
are, what you have bought, 
where you live, what you 
have shopped for, and even 
what movies you like, foods 
you eat and magazines you 
read will tell me a lot about 
not only what products you 
would likely be interested 
in, but also your willingness to pay for 
them.

We can have both behavioral targeting 
for advertising and promotion, but also 
behavioral based pricing. The two are 
related but not the same. Brand is often 
a proxy for price. I can offer you ads or 
promotions for Gucci, Fendi or Thom 
McAnn. I can offer you sirloin, ham-
burger, or hamburger helper (now just 
helper). Each of these have different per-

ceptions of quality, and of course, differ-
ent prices.

But for the same item, in many (but not 
all) circumstances, we expect merchants 
to charge the same prices. Sometimes.

We know that prices for certain things 
are higher in Alaska and Hawaii. You 
know, shipping costs, etc. The Olive 
Garden in Times Square charges more 
than the Olive Garden in Westchester 
(higher rents). But they charge the same 
to all people who order the same thing.

Airplane seats cost different amounts 
based upon when and how you book. 
Companies may offer specials or dis-
counts (or even complimentary goods 
and services) to their “valued” custom-
ers based upon their previous dealings 
with them. If you have a relationship 
with an affiliate (e.g., you are an Amex 
cardholder) you may get a different price 

for something than a non affiliate based 
upon what the merchant knows about 
you.

Employees may get a discount based on 
the fact that the company knows you 
are an employee. Pricing is already dy-
namic, and already based, at least in 
part, on what the merchant knows (or 
thinks they know) about you. If you buy 
on credit with a credit card, your interest 
rate (and therefore what you ultimately 

Each person has a tolerance for 
pricing based upon our desire or 
need for a product or service, our 
perception of value or utility, our 
ability or willingness to pay, and 
of course, the supply or perceived 
supply or demand for the product.
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What the proposed legislation would do would require 
companies to tell consumers that they are being 
targeted for price based on personal information.

“pay” for the product) is based upon de-
tailed information about you.

Yet our sense of fairness seems to dic-
tate that when two people try to buy the 
same product, they should be able to 
get it at the same price. Or at least if the 
price is different, they should know why.

What the proposed legislation would 
do would require companies to tell con-
sumers that they are being targeted for 
price based on personal information. It 
does not require the merchant to tell the 
consumer what personal information is 
being used. Thus, it appears that a simple 
disclaimer on a website “your personal 
price is based upon information we and 
our affiliates have collected about you in 
order to deliver to you the best possible 
service” or some weasel words like that 
would suffice.

Or the legislation could require the mer-
chant to disclose exactly what personal 
information the company uses to set 
dynamic pricing — something the mer-
chant probably won’t know, since they 
would simply subscribe to a service that 
would help them sort big data.

And what can the customer do about 
it? If the dynamic pricing is done at the 
browser level, a high propensity to pay 
consumer searching Google would find 

that toothpaste costs $4.00 a tube, and 
would be directed to merchants who 
charge that amount. A low propensity 
to pay consumer would be directed at 
merchants who charge $1.00 a tube. The 
merchant would pay Google for the traf-
fic flow, but the price is static (either $4 
or $1). It is the traffic that is dynamic 

and based on personal information.

Dynamic pricing is something worth 
reviewing for fairness and accuracy. Leg-
islation may be too blunt a tool to use — 
for now.
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In this article, the author explains how 
dynamic pricing strategies are being 
used by professional sports organiza-
tions. Paul Hunt is the president of 
Pricing Solutions and a frequent PPS 
contributor (phunt@pricingsolutions.
com). He also writes a monthly pricing 
column for the Financial Post (www.
financialpost.com). Written with Em-
met O’Neill, a research associate at 
Pricing Solutions. 

What the San Francisco Giants Can Teach You 
About Optimizing Your Pricing Strategy 

In any sport, ticketing is an impor-
tant revenue stream. It’s also a deli-
cate balancing act between maxi-
mizing revenue and attendance, not 

losing money to competitors in the sec-
ondary market, and keeping fans happy.
It is a complicated trade off, but in recent 
years we have seen vast changes in how 
sporting events are priced. We’ve also 
seen the sporting world borrow pricing 
strategies from other industries, and vice 
versa. However, in such a diverse busi-
ness environment what is the optimal 
pricing strategy for events, and what can 
other sectors learn from developments in 
ticket pricing?

Generally speaking, some key aspects 
of successful pricing strategies are seg-
menting customers and managing their 
expectations. For sporting events, seg-
mentation can be found in the price dif-
ference for seats. The better the view, the 
more you can expect to pay. Differential 
pricing has been the standard bearer of 
sports ticket pricing for a long time, but 
in a weaker world economy and com-
petitive environment for gaining spec-
tators, sports teams in North America 
and Europe have been trialing new 
strategies. These strategies vary from 
clever bundling approaches to complex 
algorithms estimating demand.

There are many variations of bundles 
depending on the sport, including trying 

to entice fans based on what fans value. 
To give a few examples, the Toronto Blue 
Jays offer a family bundle where kids 
can meet the team’s mascot and run the 
bases prior to the game. Teams are also 
segmenting standard season tickets into 
‘Sunday Game’ packages or ‘Arch Rival 
Game’ packages, where tickets for grudge 
games are sold together.

The next step: customized bundling. Un-
like with predefined bundles of games, 
where fans may be uncertain which ones 
they can attend, fans get to pick the 
games they want to see. Other industries 
have their own variations of customized 
bundling. In the travel industry, Expe-
dia is a good example. Travelers select if 
they want a flight and hotel, hotel and 
car rental, or all three, and Expedia puts 
together a tailored package.

In more recent developments, dynamic 
pricing is a growing ticket pricing strate-
gy for sporting events. Amazon and oth-
er online retailers have used this strategy 
to quickly adapt to market conditions 
and consumer behavior. In sports, the 
San Francisco Giants were early adopt-
ers in this sphere using what’s called Que 
software. This software is a multi-vari-
able algorithm that allows tickets in each 
section to be changed up to 24 hours 
before the event. For baseball, depending 
on the demand factors such as pitching 
match ups, day of the week, team form 
and weather, the software highlights how 
many tickets are sold and recommends if 
sections are under or overpriced.

Dynamic pricing does have some limi-
tations: it is best in industries with 
capacity constraints, those like ticket-
ing, hotels and vacation packages and 
car rentals, and customers must accept 
that in some instances they’ll pay more. 
But for the Giants, it not only gave them 
greater flexibility, it increased ticket sales 
revenue by 7% after just the first year. 
Now many MLB teams are turning to 

dynamic pricing.

The Hedonic Price Model is a third de-
velopment used to understand what fans 
value and help teams set optimal ticket 
pricing. The model is used in real estate 
for property valuation, but can effec-
tively be used to analyze goods and ser-
vices that have varying demand factors. 
Based on regression analysis of market 
data, the model measures the value of 
each attribute a customer considers in 
the purchasing decision. For the Miami 
Dolphins, the output of this analysis was 
a price-value ratio for each ticket cat-
egory. This translated into a $5 increase 
on seats in the shade, increasing 55% of 
seats overall and lowering the price of 
15% of seats, ultimately increasing both 
attendance and revenue.

This model can be applied across any 
number of industries. Any company with 
historical data can run regression analy-
sis. The key is figuring out where the 
value is, but it’s something the Miami 
Dolphins did well.

Finally, ratio buying or ‘gamification’ is 
another pricing innovation used for on-
line purchases. As a strategy for enticing 
customers to buy, be it tickets or hotel 
rooms, the offer may be a 1-in-4 or 1-in-
5 chance of winning a free ticket or a 
free night stay. Using systems like Wyn-
box, the ratio can be adjusted. As long 
as a certain number of tickets or rooms 
are bought at the regular sale price then 
profit goals will be met and heavy dis-
counts, that undermine brand reputa-
tion, can be avoided.

New and dynamic pricing strategies are 
being used every day to determine opti-
mal prices. With these continuous in-
novations in pricing, it’s an exciting time 
not only for sport but all industries. So, 
the next time you go to a game or buy 
something online, give a second thought 
to the pricing strategy you bought into.
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Senator John McCain recently in-

troduced a bill – the Television Con-

sumer Freedom Act – which would 

require cable, satellite, and phone 

companies to allow customers to choose 

channels and services a la carte. In 

this article however, the author argues 

that, although it’s common to com-

plain about cable behemoths, there 

is actually healthy competition in the 

MVPD (multi-channel video pro-

gramming distributor) market. Rafi 

Mohammed is the founder of Culture 

of Profit LLC, a Cambridge, Mas-

sachusetts-based company that helps 

businesses develop and improve their 

pricing strategy, and author of the 

The 1% Windfall: How Successful 
Companies Use Profit to Profit and 
Grow. This article originally appeared 

on the Harvard Business Review web 

site at HBR.org.

Almost every home in the 
U.S., for instance, has the 
option of ordering satellite 
television service (the 
Federal Communications 
Commission requires all 
buildings to allow satellite 
dishes), which tends to be 
cheaper and offer more 
channels than cable.

John McCain’s A La Carte  
Cable TV Bill is Anti-Capitalist

My cable television needs are 
simple — give me the four 
staple network stations and 
a few business channels 

(for professional reasons) and I’m hap-
py. When I called my local cable pro-
vider, a rep cheerfully informed me that 
the price for a basic network package is 
roughly $9 a month. Not bad, I thought. 
But when I explained my interest in add-
ing Bloomberg TV and CNBC, the rep 
replied that I’d have to upgrade to the 
“Digital Starter” package, which would 
run me about $70 a month. Whoa — 
an extra $61 for two key channels plus 

a slew of others that I’ll never watch? At 
that moment, I completely understood 
Senator John McCain’s opinion of cable 
companies offering “consumers all the 
‘choice’ of a North Korean election bal-
lot.”

McCain recently sponsored a bill — 
the Television Consumer Freedom Act 
— which would require cable, satellite, 
and phone companies to offer channels 
a la carte. This would allow consum-
ers to hand pick (and pay for) only the 
channels they are interested in. Under 
current law, local municipalities some-
times have the right to regulate prices for 
basic channels but companies can charge 
whatever they want for other (non-basic) 
channels. Mr. McCain’s bill would not 
regulate prices, but it would mandate 
a specific type of pricing strategy (a la 
carte).

This presumes: 

1. That the offerings of that industry 
are so essential to the American 
people that they ought to be pro-
tected by government regulation, 
and 

2. That there’s not enough competi-
tion in the current video-infor-
mation-entertainment industry 
to ensure the public has access to 
those essential goods and services.

First, I think we can all recognize that 
cable TV is not an absolute necessity 
product. The FCC regulating access 
to Duck Dynasty is not exactly like the 
Food and Drug Administration regulat-
ing artificial heart valves.

But the second issue is more contentious. 
While it’s common to complain about 
cable behemoths, I’d argue that there 
is actually healthy competition in the 
MVPD (multi-channel video program-
ming distributor) market. 

Almost every home in the U.S., for in-
stance, has the option of ordering satel-
lite television service (the Federal Com-
munications Commission requires all 
buildings to allow satellite dishes), which 
tends to be cheaper and offer more chan-
nels than cable. In fact, satellite compa-
nies are the second and third largest U.S. 
MVPD providers. Direct Television and 
the Dish Network respectively have 20M 
and 14M subscribers (Comcast is the 
largest provider with 24M subscribers). 
Sure, there may be drawbacks to satel-
lite television, but it is a reasonable cable 
substitute. Telephone companies such as 
Verizon and AT&T also offer television 
service.

The FCC estimates that in 2012, 35.3% 
of all U.S. homes were eligible for four 
or more television alternatives (the two 

satellite services plus at least two other 
— cable and/or telephone — options). 
And that doesn’t count the new wave of 
web-based distributors, including Net-
flix, Amazon Prime, Apple TV, Hulu, 
and others who are aggressively promot-
ing the Internet as a prime pipeline to 
television sets as well as creating original 
content. 
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Remember that network channels can 
often be accessed for free with an antenna, 
games are often broadcast on the radio, and 
most series are eventually available through 
a streaming, rental, or retail outlet.

Some content providers, such as PBS 
and Major League Baseball, are starting 
to stream some of their content direct-
ly to consumers, rather than rely on an 
MVPD alone. Revealing how disruptive 
the Internet may be to traditional dis-
tributors, it’s rumored that Google is in 
negotiations to broadcast Sunday NFL 
games.

Still not good enough? Remember that 
network channels can often be accessed 
for free with an antenna, 
games are often broadcast 
on the radio, and most 
series are eventually avail-
able through a streaming, 
rental, or retail outlet. 
While the Internet is not 
itself free — you do have 
to pay for the service, 
and for the computer you 
used to access it — much 
of the information on it 
is. Still too expensive? A 
single issue of a newspa-
per can be had for pocket 
change. Still too pricey? 
Go to your public library, 
where internet access, 
computers, DVDs and 
more are often available 
free of charge.

Of course consumers 
want low prices and a 
pricing plan that works 
best for them. This de-
sire, however, is often in-
congruous with the goal 

of capitalist companies to set the pric-
ing strategy that reaps the highest profit 
for them. 

I’d like, for instance, to only purchase 
“Boardwalk Empire” from HBO (instead 
of the monthly subscription service), pay 
less for shorter rides on Boston’s “one 
price to anywhere” subway system, buy 
only certain rides (as opposed to unlim-
ited rides) when I accompany my niece 
and nephew to Disney World, and to 

stay at the Ritz Carlton every time I 
travel. 

Unfortunately, these entities have chosen 
to employ prices and strategies that don’t 
perfectly meet my needs. There’s healthy 
competition in the MVPD market, and 
to date no provider has decided that it’s 
in their best financial interest to offer a la 
carte pricing.

To be clear, my experience with my lo-
cal cable provider has been 
remarkably dismal. Trust 
me, I’m not happy about 
paying an extra $730 an-
nually to receive key busi-
ness channels. So while I’d 
enjoy needling Comcast 
about their pricing, the 
facts don’t support such an 
argument. 

The MVPD market is 
competitive, more com-
petition is on the horizon, 
there are plenty of non-
television alternatives, and 
we aren’t dealing with a 
“life or death” product. 
This hardly qualifies as a 
situation where injustice 
is “being inflicted on the 
American people,” as Mr. 
McCain recently opined. 
Let’s allow the market to 
rule — our government 
has more far pressing is-
sues to focus its energies 
on.


