ESPN PRICING
In 1987, when Bill Grimes was CEO of ESPN and Roger Werner was Executive Vice President and chief strategist, ESPN, after negotiating with the NFL for several years, finally acquired the rights to air NFL football.  

The NFL and ESPN created “Sunday Night Football,” the first NFL football games to be televised on cable.  The ESPN-NFL contract was an expensive one – over $200 million for four years.
In 1987 there were approximately 70 million cable homes served by about 300 cable systems, 50 of them were major multiple-system operators (MSOs), and all systems paid ESPN 30 cents per month per subscriber.
In order to pay for acquiring the NFL rights, ESPN went to cable operators with the following deal:  “If you want to carry NFL ‘Sunday Night Football,’ it will cost you an additional 10 cents per month per subscriber, or a total of 40 cents a month per subscriber, if you sign up with ESPN two weeks before the season.  If you sign up later than two weeks before the season starts, it will cost you 15 cents per moth per subscriber to carry NFL ‘Sunday Night Football.’”
In addition, ESPN told the cable operators that if it collected the 50 percent premium (5 cents per month per sub) from any cable operator, it would not keep the money but divide it up proportionately among all the cable systems that bought in early.

ESPN sold the new pricing plan to cable operators based on the following benefits that they would accrue to them:

1. Nationwide, cable systems passed 100,000 homes and 70,000 subscribed to cable.  By offering the highly desirable NFL “Sunday Night Football” games, cable systems could increase their penetration and thus their subscriber revenue.
2. By offering NFL football for the first time on cable, cable systems could increase the price of their basic cable tier, thus increasing their subscriber revenue.

3. Cable systems could generate substantial local advertising revenue by offering adjacencies to NFL  “Sunday Night Football.”

Of the 300 local cable systems in America, 299 signed up for NFL “Sunday Night Football” and agreed to pay ESPN an additional 10 cents per month per subscriber.  The sixth largest MSO refused to pay the premium for the NFL, saying that “it couldn’t afford it.”  A month later, after the first two “Sunday Night Football” games had aired, the system that at first refused to pay, facing threats of massive cancellations, agreed to pay the NFL premium of 15 cents per month per subscriber.
