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I. Executive Summary

The contents of this paper serve to provide an overview of the NHL from 1995 to 2005, focusing on four specific areas.  First, the Player and League Relations section will specifically provide details on the collective bargaining agreement, past player and league disputes, as well as the new CBA of which the NHL is currently in its first season.  In addition, this section provides specifics on the future of the league and its player relations.  Second, the Media and Technology section will discuss the use of old technology, and provide examples of how the NHL has incorporated new forms of technology to reach their fans.  Third, the Finance section will provide a detailed summary of how the NHL uses sponsorship, broadcast rights, facilities, and licensing, to generate revenues.  Finally, the League Growth section will focus on how the league has taken on strategies of relocation, club expansion and fan development in an effort to grow the sport.  Throughout all of these sections, there is dialogue of the NHL’s past and present, as well as predictions and our outlook for the future.
II. Introduction

The National Hockey League (NHL) has seen a dramatic resurrection in its player and league relations, use of media and technology, financial structure and to the overall growth of the league over the last ten years.  With two labor strikes, four different broadcasting contracts, and an increase in the number of teams in the league from 21 in 1995 to 30 in 2006, the NHL has clearly evolved as a brand and a major professional sports league.  


The contents of this paper serve to provide an overview of the NHL from 1995 to 2005, focusing on four specific areas.  First, the Player and League Relations section will specifically provide details on the collective bargaining agreement, past player and league disputes, as well as the new CBA of which the NHL is currently in its first season.  In addition, this section provides specifics on the future of the league and its player relations.  Second, the Media and Technology section will discuss the use of old technology, and provide examples of how the NHL has incorporated new forms of technology to reach their fans.  Third, the Finance section will provide a detailed summary of how the NHL uses sponsorship, broadcast rights, facilities, and licensing, to generate revenues.  Finally, the League Growth section will focus on how the league has taken on strategies of relocation, club expansion and fan development in an effort to grow the sport.  Throughout all of these sections, there is dialogue of the NHL’s past and present, as well as predictions and our outlook for the future.


In evaluating each of these facets of the league, it becomes clear that the NHL is indeed a major sports league facing many of the same issues as the others.  However, the NHL has demonstrated many other qualities in the scope of this evaluation: a rocky past in player and league relations, culminating with the season cancellation in 2005; Tremendous upside in multimedia and technological opportunities to bring a sport often criticized for a lack of fan understanding to the masses; The future opportunity for a re-visiting of discussions in securing a major, innovative television contract; A healthy financial outlook with a completely revamped financial structure within the league and its clubs; And lastly, the development of marketing and expansion strategies to bring the sports back to the fan base who has stuck by it through the recent difficult times.  This analysis takes on the specifics of these crucial issues within the league, and speaks to the troubled past, the plans in place to revive the sport and all sections seem to point towards the same idea: the bright future of the NHL.

III. The NHL Collective Bargaining Agreement

Background (1992-2005)

After the 2004-2005 season-long lockout cancelled the entire season for the National Hockey League (NHL), the Collective Bargaining Agreement (CBA) between the league and its players’ union is one of the most contentious labor topics in professional sports.  On July 13, 2005, the standoff was resolved in time to resume hockey in early October of the following season; the puck dropped for the NHL regular season for the first time since June 7, 2004 – after nearly a year and a half without professional hockey.  All negotiations and discussions between June 2004 and October 2005 are the most notable highlights in the NHL’s player and league relations in recent past, and need to be analyzed to understand where the league stands today.  For this reason, the CBA will be the main focus of the Player and League Relations section.


Before 2004, the NHL experienced two major labor-management conflicts in its entire history – a 1992 player strike and a 1994 lockout.  Former National Hockey League Players Association (NHLPA) Executive Director Bob Goodenow led the players in the first-ever strike in league history for 10 days in 1992, his first year on the job.  Players walked off the job from April 1, until the two sides agreed on a two-year contract on April 11.  The 30 games that were supposed to be played during that time were re-scheduled.  At that time, the major issues included the players’ demand to have full control of their marketing rights, including player pictures on trading cards, posters and other merchandise. (CBC Sports ‘In Depth’)  The other conflict was over an issue that would linger for over a decade and focused on revenues related to player salaries.  At that time, Maclean’s Magazine reported the NHL would lose $50 million in 1992-93.  Eventually, the players settled for a two-year deal and received the marketing rights they were seeking.  The playoff money fund for players more than doubled from $3.2 million to $7.5 million, and four games were added to the regular schedule to pay for increased league costs. (CBC Sports ‘In Depth’)


In 1994, the highly expected negotiations conflict came after playing a season without a CBA, and the NHL was determined to resolve the situation before the season started rather than risking having the players leave mid-season.  While NHL camps surprisingly opened on September 1, 1994, the season never started, and on October 1, the league’s owners locked out the NHL’s 600 players.  The major issues of this conflict were a 19-point rollback sought by the league which eliminated arbitration, per diems and stipulated that players had to pay their own insurance and travel expenses to training camp. (CBC Sports ‘In Depth’)  Both the owners and teams agreed they needed to find a way to help small-market teams, however the league wanted to tie salaries to revenues, and the NHLPA wanted to implement revenue sharing and standardize the team management processes and structure.  Other issues included a luxury tax system of the NHL’s richest teams, free agency restrictions, a rookie salary cap and a revisit of playoff salaries. 

The lockout ended on January 11, 1995 after 104 days, and games resumed January 20 after an abbreviated season where 468 games were lost.  Sides agreed on a rookie salary cap, however, an overall salary cap was not reached as the league agreed to a more complex system that put greater limits on free agency and salary arbitration.  At the time, owners were happy with the concessions from the players and felt that escalating salaries could be held in check under the new arrangement. (CBC Sports ‘In Depth’)  The lack of a cap, as well as the true lack of anything to address the needs of small-market teams would prove the agreement to be a quick fix – and one that during the next go round, would entice the league to do whatever it took to correct the increasing revenue problems facing them.


In hindsight of the more recent conflict, Andy Bernstein, hockey analyst for the Sports Business Journal, notes that the NHL Players Association’s strategy in holding out for CBA terms was similar to the Persian Gulf War, ending in a complete and overwhelming victory for one side. (Bernstein 1)  Unfortunately for the players, and especially for Goodenow, the stated victory was not one that they savored, but instead one where a majority of the CBA terms were in the best interest, and original intent, of the league and owners.  Following a last minute effort in February 2005, 301 days before a final resolution was found, both sides came together with their demands on the new agreement.  The negotiations were unsuccessful, and the league faced its third season-threatening CBA conflict in its history – the 2004-2005 NHL Lockout was underway.

Lockout (June 2004-July 2005)


The CBA dispute between the NHL owners and the NHLPA officially began in early 2003, when Goodenow and NHL Commissioner Gary Bettman quietly held the first talks pertaining to the expiration of the CBA.  These meetings led to additional meetings, including the first public gathering between players and owners. 

The first issue to lack resolution was salary payrolls.  The league said they could not exceed $31 million, which followed the tabled first proposal from the union calling for a five percent salary rollback.  In early 2004, the league hired Arthur Levitt to put together a financial report of the league and its status and health under the CBA elements at the time.  Levitt’s report stated that the NHL was on a “treadmill to obscurity” if player costs were not reduced, and that only 11 of the 30 clubs in 2003 were profitable.  Total operating losses were valued at $273 million for the 2002-03 season in the report, which at the time laid the foundation for the league and owners’ position on the need for changes in the agreement. (Levitt)


In September 2004, following months of discussion, proposals and dispute over the salary cap system with nothing near a resolution; Commissioner Bettman officially announced the lockout.  October 13th marked the first official missed day of the NHL regular season, and the beginning of the season long lockout.  By December 2004, both sides returned to the table with the union offering increased salary rollback, but refusing to agree to a hard salary cap – similar to that of the National Football League’s (NFL) CBA.  As expected, the NHL refused these proposals and countered with their own which included, in addition to the cap, the scrapping of salary arbitration and the restructuring of the players’ 24 percent salary rollback. (Hughes Section 3)  The union rejected this, and entered 2005 with no agreement.


With fear of an entire season cancelled, the players agreed to a cap discussion after the NHL dropped its demand for a link between league revenues and player costs.  At the time, this seemed like breakthrough and a window of hope for an agreement and a partial season, but after setting a deadline of February 16th for an agreement, the day before came along with no agreement.  The NHL and owners made one final attempt to appease the union by bumping up their offer of a $40 million cap to $42.5 million, but the NHLPA counter-proposed $49 million which was quickly rejected. (Hughes Section 1)  This was a crucial decision by the union, and one that would prove to be regrettable come resolution time.  Commissioner Bettman officially cancelled the 2004-2005 season on February 16th.


In analyzing the weaknesses of the “old” CBA, and its negative effect on the league and its clubs, it is important to note the reasons why player salaries had a downward spiral effect on revenues.  While Levitt’s NHL-sponsored report was seen as “flawed” by the players, there was no question that a majority of clubs were losing money. (Mullen 16)  A more neutral Forbes’ Magazine report, based on known information and assumed numbers and analysis, claimed that the NHL only lost $123 million – less than half the figure claimed by Levitt and the NHL. (Ozanian)  The NHL also claimed that players’ salaries consumed 76 percent of NHL revenues – a higher proportion than in the NBA, NFL or Major League Baseball. (Hughes Section 1)  Either way, it was clear that the league and owners had a problem with no remedy based on the current system.  Owners were becoming overzealous in an effort to stay competitive, and the arbitration process, in which an arbiter would work out a deal on contracts for restricted players, proved to inflate players’ salaries to numbers not previously seen, and numbers which outside club revenues could not match. (Hugues Section 2)


When the time came for the new CBA negotiation, these factors led to the overall argument from the league for a salary cap, and provided the foundation for the two clashing arguments and the lack of a timely agreement.  The union believed that the owners were exaggerating their financial woes in order to maximize profits – a stance that was enhanced by the conflicting reports from Levitt and Forbes.  Throughout the negotiations, both sides did their part to reach an agreement.  The NHL initially insisted on a link between league revenue and players’ salaries, which meant that the maximum total of players’ salaries would equal 55 percent of the league’s annual revenue.  Revenue would directly correlate to players’ salaries, that is, if one went up or down, so would the other.  The players’ stance was that this concept was unfair to them, and was designed to keep owners from spending too much.  They found absurdity in a rule that protected owners from themselves in the over-spending that was causing the problem in the first place.


The salary cap was the backbone of the league’s proposal.  Although it seems to be a simple player salary concept, it is actually rather complex.  The league argued for a four-pronged salary cap: league-wide, team, individual player and “entry level” player. (Fitzpatrick)  While accepting the NHLPA’s 24 percent salary rollback, the NHL also wanted contract lengths restricted to three years, a drop in age for unrestricted free agency from 31 to 30, and the ability for teams – in addition to players – to initiate the arbitration process.  Other things the league and owners sought was a payroll tax on clubs in addition to the cap, profit sharing where players and teams split half, and a minimum salary increase from $185,000 to $300,000. (Fitzpatrick)

On the players’ side, the NHLPA maintained from the beginning of negotiations throughout the lockout that it would continue to turn down propositions of a salary cap incorporated into the CBA.  Their strategy was to attempt salary rollback, which was repeatedly denied by the league.  Eventually, when season cancellation became a real possibility, the players agreed to attempt negotiating a cap, but could not agree to a number.


The NHLPA also had its wish list during the talks and lockout which included an across-the-board salary cut of 24 percent instead of a salary cap, and a system of payroll taxes where a team would pay a tax of 20 cents on the dollar once the team payroll goes over $45 million.  The proposed system, comparable to that of Major League Baseball, also included a revenue-sharing plan, which worked with the payroll tax to transfer money from high-revenue teams to low-revenue teams and intended to inhibit spending on players by the wealthiest teams.  The players also sought, as less important issues, more flexibility in qualifying offers made to restricted free agents, changes to the salary arbitration system giving teams a better negotiating position, and limits on how much a player can earn in his first three NHL seasons in performance bonuses. (Fitzpatrick)


Both sides made compelling arguments, but ultimately to no avail.  What would eventually become clear is that the league had the leverage following the season cancellation, and players’ backlash toward the strategy – enhanced by the NHL’s public relations efforts in explaining the need for a cap – and their need to return to the ice, paved the way for eventual labor peace and a new CBA. (Bernstein 17)
Resolution & New Deal


On the 301st day of the NHL lockout, the NHL and team owners finalized an agreement with the players and the NHLPA on a new CBA in a six-year, 600 page document completely overhauling the NHL economic system.  With all aspects and factors of the new deal assessed, it is fair to say that the NHL won the battle when the majority of its demands were met in the new deal.  The heavyweight of all of these demands was the salary cap, as both sides agreed to a cap set at $39 million per team for the 2005-06 NHL season – and to be thereafter adjusted each year to guarantee players 54 percent of total league revenues.  There is also a floor instituted into the cap, with each team required to spend at least $21.5 million on player salaries in 2005-06.  The $39 million is actually a better outcome for the NHL than the higher $42.5 million salary cap in their final February 2005 proposal to the NHLPA – a factor which in hindsight deflated the union’s strategy for accepting lockout and season cancellation. (Fitzpatrick)  On top of that, Bettman’s desire and strategy for correlation between league revenue and player salaries came through as yet another league-favored outcome.  The league, in ensuring that this revenue split is correct, also instituted an escrow account in which a percentage of player salaries could be placed until total league revenues were determined at the end of the season.  After this, if necessary, the escrow account is then divided among players and owners to ensure that the target has been met.


Any hope for loopholes, or in CBA terms “cheating” on the salary cap, was covered by the league in the agreement.  “Hockey-related” revenue, that which determines the 54 percent cap for all teams, is defined in the agreement and team revenue reports are audited.  Any team found to be hiding revenue is fined $1 million plus the amount misreported for the first offense, and $5 million plus double the amount misreported for further offenses. (Fitzpatrick)  Teams also cannot circumvent the salary cap by paying players through other means – such as gifts, reimbursements on expenses, personal deals, money redirected through related corporate entities and separate contracts for marketing and promotion.  


The NHL succeeded in implementing all four types of salary restrictions beyond the hard cap.  Individual salary restrictions of the new deal included those of performance bonuses, stating that they are only earned by players on entry-level contracts, veteran players (400 or more games or over the age of 35) signing one-year contracts, and those returning from long-term injuries (100 or more days on injured-reserve in their most recent year).  Also, no player can earn more than 20 percent of the team salary cap, and the minimum player salary rises from $180,000 to $450,000, and will continue to rise until reaching $525,000 in 2011-2012 – another component the league sought from the beginning, and over-delivered upon from their final proposal in February 2005. (Fitzpatrick)


“Entry-Level” players, defined as those between the ages of 18 and 21, were subject to the last of the included salary restrictions.  They are now required to sign “entry-level” contracts for their first three NHL seasons.  Those aged 22-23 must sign two year “entry-level” contracts for their first two seasons, and those aged 24 must sign only for their first season.  “Entry-Level” contracts’ stipulate that a player in this category can earn a maximum of $850,000 per year, with the limit rising throughout the CBA to $925,000 in 2011.  This is significantly lower than at the old deal’s maximum of $1.295 million and signified another objective fulfillment for the league.  Signing bonuses, now capped at 10 percent, were reduced from the 50 percent of base salary that the old deal provided for the players.  Lastly, an increase of limits was placed upon performance bonuses, with a player’s maximum yearly earning limited to $850,000 for a lower level bonus with the benchmarks fully indicated in the deal (i.e. goals scored, goaltender wins).  For the higher level benchmarks established in the CBA (i.e. winning a major NHL award, ranking among the top of the league in a category), the maximum a player can earn is set at $2 million per year. (Fitzpatrick)  This replaced the old standards and limits, which had very few pertaining to performance bonuses.


The only major item that the NHLPA received was a 24 percent salary rollback on existing contracts.  However, when proposing this idea, the union’s hope was that this implementation would replace a possible salary cap.  The fact that this, along with the hard salary cap, occurred was yet another point in favor of the league and a large blow to the NHLPA.  The league also sought balance and more parity in a revenue sharing agreement, and succeeded with an agreement for an unspecified pool of money from the 10 highest-grossing teams to be split among the bottom 15.  While this was somewhat of a win for the NHLPA, it was absolutely what the league was looking for as well. (Fitzpatrick)

B. Salary Negotiations & Future of League and Player Relations


The biggest post-CBA resolution issue facing the NHL and the NHLPA was the salary cap – but unlike a year earlier, the issue was not whether or not the league would have one, but rather, determining its limit.  The union had interest in this because by lowering the cap voluntarily, players can keep more of their salary paychecks up front, and have less set aside in escrow.  The estimation of league revenue has exceeded the first projections and appears to be around $2.1 billion, which would increase the cap to just over $45 million.  In late January 2006, the proposal was approved by the league and does not change the 54 percent fixed total league revenue at which the cap is set, but does change the setup of the escrow. (Burnside)  While this is an issue at hand, revenue estimates will likely be more accurate going forward, and the disparity in revenue tied to the escrow percentage will not be as separated and will not present as much of an issue.


Most of the hockey business community’s responses have been against putting any further limits on salaries, as the hope is that the CBA resolution fulfilled the league’s demands and placed plenty of limits on salaries.  “This is the type of argument that Alan Eagleson used to push through the curry favor with people on the other side,” said Octagon Hockey President Brian Lawton, referring to the former longtime NHLPA president who was later jailed in 1994 for defrauding players, also claiming the argument to be a “farce.”  J.P. Barry, president of IMG Hockey, is also strongly against putting any further limits on salaries.  “To put another cap on the cap to address the escrow potential is not a good idea, in my opinion, at this stage,” he said.  “We need to give this system time to reveal its flaws and merits.” (Bernstein 1)


As of early April 2006, both sides are considering extending the free-agency period for more than a week from July 1 to allow the NHLPA to decide their stance on this issue.  What they need to assess are the pros and cons of having the salary cap grow to about $46 million (based on 2005-06 revenue), or to stay around $43 million to expose players to fewer losses pertaining to escrow if revenues don’t keep pace with salaries.  Currently, it is being proposed to extend the start of free agency to mid-July to allow the union to fully process the issue. (Burnside)


While the league benefited from the CBA resolution in 2005 on a majority of demands, the entire sport should receive the trickle-down benefits of the new economic system.  The NHL found itself in a flawed economic system where many owners were losing more money by playing a season then by not playing one, giving the league and owners the leverage it needed in holding out for a favorable deal.  The NHLPA’s decision to accept a lockout and season cancellation completely backfired, as a season-saving agreement in February 2005 would have been a better deal for them compared to the one eventually reached.  This issue, spanning nearly three years of negotiation, truly spells out the nature of the National Hockey League’s player and league relations - and provides the scope for where they sit today, how they got there, and the future outlook.  Revenues are expected to increase beyond the already raised estimates for the 2005-06 season, as the NHL’s growth opportunities with a future television deal and fan re-engagement are in a prospering position.  Because of the resolution, these opportunities will have greater effects on players and owners, and in the long term should also have a positive effect on what has been in recent past, a high level of strain and uneasiness between the league and its players.
IV. Media and Technology

While the NHL has been consumed with negotiations of the CBA contract over the last two years, they have also made considerable strides in their use of media and technology.  Some in the sports industry believe,:

One thing we have learned is that sport drives new technology.  That trend will continue with its live nature and the fanaticism of viewers.  Their appetite will lead the way.  Is it Internet? Pay per view? We don’t know.  But sports will be the driver.


Mark Lazarus, president of Turner Sports, is credited with this insight. (Breul)  His statement that sports drives technology is an arguable one, but what is certain is that there has been a monumental paradigm shift over the past few decades where society has moved from an age of industry to an age of information. (Rosandich)  At the heart of the new information age has been the increased presence of technology.  Technology has affected sports teams, leagues and fans in so many varying ways.  This form of communication and interaction between sports teams and fans continues to evolve and expand over time.  

Technology has begun playing a larger role in the growth of the sports industry.  More importantly, professional teams recognized the benefits of new technology and many leagues began testing these technologies, basing their success on whether they were able to drive new revenues and cut costs.  Since 1995, the NHL has utilized new technology in an attempt to remain current, continue to communicate in the easiest and most time efficient ways, and stay in touch with their core fan base.  This is in an effort to grow and adapt fans to the new technologies that have become available to them over the last decade.  The changes in technology have been monumental, including improvements to sports facilities and equipment, improved quality of computers, common place use of the Internet, the widespread implementation of broadband, the availability of video and audio through personal computers, improvements to cell phones, availability of audio and video on cell phones, HDTV, creation of video games, improved sports facilities, improved technology at games to provide a better experience for the fans in the stands, and improved ways to show and communicate the game to television viewers.  


At the 2004 Sports and Technology Conference, the influence of technology both past and present was discussed with past technology heavily focusing on the use of television.  Currently, however, there is a presence of a multitude of other forms, as stated by one conference participant, “a host of other mechanisms [are available] that offer fans the opportunity to watch sports in exactly the fashion they wish, interactive TV, mobile highlights, broadband Internet channels, 3G, as well as, choice over which player to follow, what angle to watch a given sport through, and when to watch it.” (Church)  The presence of media variety and choice has driven sports to try and take advantage of the increased revenue streams, and maximize their ability to reach their fans.  


This portion will specifically focus on old technology and print media, new technology, cable and broadcast television, new media, and the ways they have interacted with and improved the NHL.  With the materialization of these new forms of technology, 
critics in the sports industry believe that these emerging technologies will prove to be the great white hope for sports leagues.  Furthermore, with a population that “is more mobile and full of gadget fanatics, sport would eventually sit on a goldmine because it has one of the most attractive content propositions around and a uniquely loyal fan base.” (King)  A review of the last ten years from 1995-2005 serves to support the claim that technology has significantly helped sports leagues - specifically the NHL - generate revenues, communicate with their fans, and reach a wider population.  To begin this section, there will be a discussion of old technology, specifically print media, which is the primary way through which the NHL communicated with their fans.

A. Old Technology/ Print Media


Prior to the Internet, sports leagues had limited resources with which to reach their fans and much of their contact with fans was through magazines, direct mail, newsletters, radio, telephones, or television.  For the NHL, their manner of contacting fans was no different.  Prior to the mid 1990’s, few publications existed that were specifically targeted to sports fans, outside of the basic local or national newspaper that provided a small section recapping what was happening across all sports leagues.  The two publications, that did cater to the needs of fanatic sports fans who wanted in depth articles about their leagues’ players, were USA today and Sports Illustrated.  Even these two publications were not specific to the NHL, but rather covered the entire sports landscape.  In the mid 1990’s, additional sports specific publications were born including Sports Business Daily, Sports Business Journal and ESPN the Magazine. (ESPN.com and Sportsbusinessjournal.com)  However, some of these publications cater to those working in the sports industry and not to the fans, while others cater to the casual and avid fan.  


Over the years, even more conventional ways of reaching fans developed, however with time they have changed and adapted to the Internet.  Many of the print publications created online versions and subscriptions to allow their subscribers faster and more up-to-date information.  Hockey-specific sites have been established, but many of these niche “magazines” are not available in print.  For instance, avid hockey fans can follow their favorite players and teams through Faceoff.com, Hockeynut.com, Inthecrease.com, and InsideHockeycom.  All of these online sites were created to provide hockey news, statistical updates and highlights – as well as the ability to listen to commentators and their analysis.  These examples show that radio, television, and print magazines are quickly becoming outdated forms with which to communicate with fans, and the web is clearly the new method of choice.  

B. New Technology

The Internet has changed the face of the NHL, allowing the league to connect with their fans from all over the world.  Prior to the Internet there were limited ways for the league to connect with fans, creating a heavy reliance on direct mail, telephone and other antiquated forms of communication.  However, in 1996, IBM partnered with the league, taking over the NHL website and managing the flow of information and content on the site. (“IBM and NHL close in a on interactive sponsorship agreement”)  The NHL knew hockey quite well, but was definitely less familiar with the Internet and the new wide scope of applications available.   

Approximately four years into their contract, the NHL re-evaluated their IBM partnership and determined that they needed to bring control of their website in-house. (“IBM and NHL close in a on interactive sponsorship agreement”)  They spent $10 million buying out IBM’s licensing rights for the league website, and became the first major sports league to control their own website. (“IBM and NHL close in a on interactive sponsorship agreement”)  In discussing their reasons for bringing the site in-house, NHL executives noted: 
Based on its demographics, the move and its $10 million cost, made perfect sense. According to [our research], hockey fans are more computer savvy than those of other sports, and 30% of the site’s hits originate from outside of North America.  [We] saw the potential for growth and anticipate someday broad- casting [our] games over the Web.  NHL.com currently breaks even, although other leagues’ sites have already proven to be profitable. (Stone)


With the prospect of expanding their use of the Internet and generating more revenues, the NHL determined that vertically integrating the Internet displayed a conscious effort and plan to continue to connect with current fans, and at the same time grow the fan base.  For this reason, the NHL partnered with Sun Microsystems to help them understand the power of web-enabled services, and how to use information technology to extend the brand and drive interest in the game. (“Power Play: National Hockey League scores with Sun hardware, software and professional services)  Their connection with Sun Microsystems differed from their partnership with IBM because they were no longer out-sourcing this service, but rather consulting with an outside company on how to maximize it.  Through the partnership, the NHL hoped to be able to interact more effectively online with fans and member organizations by offering more enhanced features and more personalized user experiences. (“Power Play: National Hockey League scores with Sun hardware, software and professional services)


One of the primary concerns for NHL.com was to interact with their international fans.  In recognizing that 30 percent of their Internet users are from outside of North America, the NHL not only understood the need to reach these fans, but also the need to do so in their native language while being respectful of their culture.  Commissioner Bettman discussed the technological changes the NHL had made and further changes that were going to be made, stating: 
When you look back at the history of sports leagues on the Internet, we were the first league to do it ourselves.  We think that we’ve been at the cutting edge of business and the technology required to get to where we are today.  And we think that Sun Microsystems can take us to the next level. (“Power Play: National Hockey League scores with Sun hardware, software and professional services)


Further propelling the NHL was an exclusive deal with MSN, an Internet service provider considered one of the world’s most popular online destinations.  The deal with the NHL was one of the first of its kind, and marked the first partnership between MSN and a professional sport’s league.  Through the partnership, hockey fans and MSN users were given easy access to NHL.com and the NHL.com network, providing the league exposure to the millions of NHL fans that use MSN to gather their news or search the web.  Key aspects of their agreement included free live audio broadcasts of virtually every regular season game, as well as playoff games through MSN using Windows media technology. (“MSN and NHL Power Play is a win for hockey fans across North America”)  Again, this deal marks another moment in the NHL’s history where they tried something innovative, and the NHL recognized the MSN partnership as a privilege, with Commissioner Bettman stating: 

I am thrilled that MSN chose to make the NHL the first major sports league to work with. This innovative alliance gives the NHL featured positioning and placement throughout MSN and will expose millions more consumers to our game around the world. (“MSN and NHL Power Play is a win for hockey fans across North America”)

C. Cable vs Broadcast Television 

Some in the television industry believe historically, television network channels became established because of sports, using sports programming to increase the number of viewers. (Baran)  Today is a different day and age, whereby sports leagues are more in need of television to survive financially. (Baran)  The first televised sports event took place in 1939 when Columbia University and Princeton University competed in a college baseball game.  The technology at this time was very simple and there was only one camera present, providing only one angle of the game.  Over time, the number of sporting events airing on television grew and the variety of sporting events available to viewers increased, until advertisers could no longer financially support individual programs on their own.  For this reason, multiple advertisers joined together to support certain sporting events.  All parties involved seemed to be satisfied with the agreements until the 1980’s when advertising dollars declined and networks experienced decreasing profit margins on sports programming. (Baran)  There was a large demand on the part of viewers wanting to watch sports programming on television.  Therefore, sports leagues were charging higher and higher prices for television stations to acquire their properties and in turn, stations were charging higher prices to advertisers for their presence during these shows.  As competition among the channels grew and viewer numbers declined, television stations had to think of other options because advertisers no longer wanted to pay such a high premium for such few viewers.


As professional sports leagues recognized their position within the equation; they began to utilize it to the best of their ability.  During the ten year span between 1995-2005, the NHL survived tumultuous times with their broadcasting partners.  During this decade, they moved between three different networks.  In 1994, the NHL signed a five-year deal with Fox network worth $155 million dollars. (“NHL shoots and scores with Fox broadcasting deal.”)  Fox recognized the deal as a way to leverage their new television channel and they strategically went after the NHL, in hopes of further building a fan base and to increase their ratings.  Unfortunately for both parties, the NHL experienced a strike that ended in a work stoppage during the 1994-1995 season, causing Fox to lose money on the deal established.  During the time that the NHL was airing on Fox, there were attempts to use technology to improve the television viewer’s experience.  One of the areas that Fox tried to enhance the viewers experience was by implementing improved technology on the puck.  It was believed that hockey games were not conducive to television because of the speed at which the puck moved coupled with the size of the puck. (“Welcome to the machine II: Fox trax not a hit with viewers?”)  Fox attempted a solution in 1996 when they introduced the glowing puck; a puck that had a tracking device that made it glow and thus easier to follow when watching games on television. (Buteau)  Though a unique change to the game, this improvement failed to catch on and was soon abandoned.  


After their five year contract, Fox network did not renew their contract and instead ABC/ESPN negotiated a five year deal from 1999-2004 for $600 million – substantially more money than the prior contract. (ESPN.com)  The deal consisted of games being shown on ESPN, ESPN2 and ABC sports, with ESPN compensating ABC for airing some of the hockey games. (ESPN.com)  After evaluating the effectiveness of their broadcast, determining what would be most beneficial to current viewers, and attract new ones, ABC decided to add some technological improvements.  Their improvements included placing computer chips in the players helmets to show viewers how fast and how far a player was skating, playing with the presentation of the programming by book ending each game to allow viewers to be reminded of coming attractions, and introducing envision technology, which incorporated three dimensional camera shots to make the experience for fans feel closer. (Hiestand)   

Following the ABC/ESPN deal, ESPN determined it was advantageous to renew their cable deal with the NHL, but cut the fees that would be paid to the NHL.  As part of the agreement, ESPN would deliver NHL game highlights via mobile ESPN, and re-air recent archival games on ESPN Classic.  One important aspect of the deal for the NHL in deciding to continue to work with ESPN, was the opportunity for their fans to have access to additional outlets to see highlights, news and other information from around the league.  The new contract with ESPN clearly showed how the NHL lockout that occurred during the 2004-2005 season affected the contract established by ESPN and the amount of money they were willing to contribute.  It was inevitable that changes would occur, due to a continued decrease in ratings and a competitive bid from Comcast.  ESPN decided not to continue their contract with the NHL, stating: 

We worked very hard to build and sustain our relationship with the league and would have liked to continue.  However, given the prolonged work stoppage and the league’s TV ratings history, no financial model even remotely supports the contract terms offered. (Rovell)  


To gain the rights to the NHL games, Comcast offered a $200 million, three-year deal, specifically paying $65 million the first season then $70 million for the following season. (Park)  In the terms of the deal, Comcast agreed to broadcast the league’s games for at least two years with a possible extension of up to six years. (Rovell)  One of the aspects of the deal that was so appealing to the NHL was that Comcast was going to put their games on the Outdoor Life Network (OLN), televising at least 58 regular-season games on Monday and Tuesday nights throughout the season.  In addition, OLN would carry the league’s All-Star Game and conference finals and the first two games of the Stanely Cup finals. (Rovell)  Furthermore, OLN offered additional new media features, such as: video on demand and online channels for the NHL. (Park)  

The motivation on the part of Comcast to add hockey to their portfolio, as stated by OLN President Gavin Harvey, was that they felt hockey was returning with a “fresh new season, new energy, new players and a new attitude” which Comcast believed would add tremendously and build on their accumulating momentum. (Rovell)  One of the critiques of the OLN deal was that the viewing audience at 63 million households was smaller when compared to ESPN which had 90 million households and ESPN2 which had 89 million households. (ESPN.com)  However, an important consideration for Comcast was that they wanted to acquire additional NHL fans in the hopes that they would then subscribe to OLN.  In return, the NHL looked at the rapid growth of the channel, recognizing their 75 percent increase in the number of households the channel reached and they hoped to capitalize on the new viewers. (Rovell) 


During the same time period NBC took over as the local network channel airing hockey games.  During their contract, NBC created some innovative strategies to try to implement new technology and improve the experience for television viewing fans, including a goalie camera that allowed viewers to see unique angles of the game, micing players so that fans could be close to the action on the ice, and having former players and coaches act as reporters inside the glass to talk to the players. (Stamm)  Further areas the NHL explored were launching a new hockey channel the following season in an effort to connect with their avid fans and provide hockey 24 hours a day, seven days a week.  The new channel would be provided through digital cable or satellite delivered television. (Hiestand)


In addition to the new technology established by networks, televisions have developed into mediums that have better sound, clarity, and picture-as found in High Definition Televisions (HDTV), which is one of the most recent areas the NHL has tapped into is HDTV.  Although, HDTV became available to the public in the early part of the twenty-first century, few consumers purchased this new form of television because of the cost. (“Q&A with NHL Senior VP/TV and Media Ventures Doug Perlman”)  When HDTV televisions first reached the market place they cost upwards of $3,000 dollars per television set. (“What’s Hot in TV: Bigger, Smaller, Flatter—and much cheaper”)  At such a high cost, few consumers could actually take advantage of the programming that was being shown using HD quality TV.  For example, even though ABC partnered with the NHL to broadcast all of the all-star games in HDTV, many hockey fans did not benefit from this in 2000 because few of them had HD television.  However, with the increase in both supply and demand, HDTV’s became significantly more prevalent in the market and many viewers and fans have been able to buy new televisions with HD and have grown to appreciate the improved quality that is provided with HDTV. (“What’s Hot in TV: bigger, smaller, flatter—and much cheaper”)

The NHL recognized the impact that HDTV was having on the marketplace and how the improved quality of the viewers experience was something they wanted to capitalize on; therefore, they partnered with Best Buy. The two partnered to do a presentation at the NHL All-Star weekend, where the NHL got to showcase to NHL fans how much better it is to watch a NHL game on  HDTV and Best Buy gave away their televisions.  The NHL was aware of the improved quality and “[felt] that their fans [were] prime targets for high def,” as stated by Doug Perlman. (Leagues and Governing Bodies)  In addition, the NHL hoped to further take advantage of the popularity of HDTV by “broadcasting in high-def….[and] looking into integrating high-definition into [their] “Center Ice” package.” (Leagues and Governing Bodies)  

The changes that have occurred with the NHL’s broadcasting rights signify how despite having two labor strikes, the rights to the NHL are still considered a profitable commodity.  The new deal with OLN, while not the most obvious choice for the NHL to partner with, is a positive step in the right direction in terms of establishing consistency for their fans.  Fans are aware that if they want to watch hockey they can turn to OLN and they are guaranteed to find a hockey game.  In addition, this partnership garnered a lucrative financial deal for the NHL.  However some potential weaknesses that may come to light in the future are that not all areas have access to Comcast as a cable provider.  As time passes, the NHL will have to monitor Comcast’s subscriber numbers and pay close attention to where these number correlation in terms of their location in the country.  

D.  New Media

Among the other professional leagues that exist, the NHL considers them-selves to be fairly progressive in their use of technology and new media.  They have recognized the growing trend of cell phones, wireless, the importance of blogs, pay-per-view video service, satellite radio, podcasting and online business.  While all of these avenues create new and exciting ways for the fans and the league to interact, some hockey fans and critics recognize that some of these forms are not the most conducive to the format of an NHL game.  Despite this reality, many of these new media forms have allowed the NHL to gain instant feedback from their fans and provide them with information in record time.  


For example, blogging has become one new media-based method for fans to interact with each other and share their passion for the NHL with other like-minded fans, but in addition, it is a good way for the teams and leagues to communicate with their fans.  The NHL has focused on the entertainment value of blogs; the pulse of their fans in terms of what they do and do not want.  During the NHL lockout, information from blogs was instrumental in the league’s ability to see what the fans were saying and to address the questions and concerns coming from them.  While the NHL was able to benefit from their fan blogs, they still recognize the true reason that blogs were invented – to serve as a method for fans to vent their frustration.  

In 2002 the NHL partnered with RampRate Technology advisors to help the NHL deliver monetized content for a versatile new subscription and pay-per view. (“RampRate and National Hockey League Collaborate on New pay-per view on line video highlight service)  For the NHL, the deal “firmly positioned them as thought leaders in sports, providing a way for its fans to continue to enjoy hockey and also be educated by it.” (“RampRate and National Hockey League Collaborate on New pay-per view on line video highlight service)  This deal with RampRate constituted the first time the NHL offered content that had to be paid for.  Even with this change, the league “incorporated paid video in a thoughtful way – not outright replacing free content, but augmenting the fan experiences for those who want[ed] to search archives, and getting fans comfortable with the concept of premium content,” stated Tony Greenberg, CEO of RampRate.  Through the deal, fans were able to select a team, game or specific player highlights for their viewing.  At the time, they intended to provide additional content that allowed fans to view classic games and behind the scenes video.  At the same time, this was done in an attempt to allow the fans to feel closer to the players, game, and league.  However despite these measures-video on demand and pay per view have not caught on the way cell phone usage has.  


One of the largest new phenomena for fans and the league to connect is through wireless phones.  Fans are enthusiastic about being connected to their sports team at any and all times.  It is for this reason that many leagues have partnered or contracted with companies that can provide their fans with access to statistics, online hockey games, highlights and clips, wireless voting capabilities, online sports surveys, and the ability to purchase sports paraphernalia.  

The Carolina Hurricanes are a good example of a hockey team that partnered with a company to provide all of these services.  Sun Microsystems Inc. set up a deal with the Carolina Panthers to provide “wireless gaming, auctions, and sports information to fans of the NHL.” (Hyman)  Via wireless phone, pager and PDA, the deal allows the team’s wireless website to be accessed, allowing hockey enthusiasts an opportunity to join in the action.  Furthermore, through an additional deal with ESPN, the NHL gave the network the rights to provide extensive video and data to their new media assets, including: ESPN.com the leading sports site, ESPN mobile, an upcoming new mobile service, ESPN 360 their customized broadband service, and ESPNDeportes.com a leading Spanish language sports site.  Through all of these venues, the NHL will certainly benefit from additional exposure provided to potential fans.  


One of the more recent additions to new media is satellite radio, which has two main competitors, XM and Sirius, but they also compete against iPods and Internet radio.  With the growth that both of these competitors have experienced, the more traditional audio methods, such as am and fm radio, are experiencing substantial adverse effects.  In 2005 these two satellite radio stations reportedly had 3.2 million listeners and 2.6 million listeners, respectively. (“Radio Shock waves”)  While it is a positive step in the right direction for the NHL to partner with Sirius radio station some argue that hockey games are not conducive to audio technology.  For many, they believe it is hard enough to follow hockey games in the stadium or on television; thus, trying to listen to a game on the radio is thought to be significantly more difficult.  Whether this partnership has proven to be beneficial for both parties involved is still yet to be determined. 

In all, the NHL has been very proactive in using media and technology to advance them-selves, remain current, and connect with their fans.  The future will require them to access the various mediums present and establish which is the best form for their sport.  Not all mediums of technology will partner effectively with the layout, speed, visual aspects of a hockey game.  Taking these facets into consideration will greatly help the league make the right decisions and forge a head with the right media in place.  

V. Finance

Since 1994, the NHL has survived two lockouts (during the 1994-1995 and 2004-2005 seasons), struggled with spiraling player salaries (averaging $733,000 in 1994 and currently averaging approximately $1.8 million), and experienced unprecedented growth, as well as unprecedented revenues, all while experiencing league-wide losses in the millions. (McCafferty and Parry)  Many NHL teams are closely-held private companies whose financial statements are not publicly available, and unfortunately, there is not enough public information circulating to make a feasible account of the financial state of the NHL.  However, there has been, and continues to be, an ongoing battle between the NHLPA and the NHL over the content of the NHL teams’ financial statements; the NHLPA claims that the statements do not reflect all revenue taken in by the teams on a yearly basis.  Despite the debate over what qualifies as a revenue source, it has been determined that much like the other major sports leagues, the NHL’s main revenue sources consist of sponsorships, broadcasting rights, licensing, and the gate.  However, the bulk of total team revenues are derived from gate, broadcasting, and sponsorship.  The recent lockout made it difficult to find information about sponsorship during the 1994-1995 lockout, or anything other than how the sponsors and the league were going to recover from the lockout.  
A. Sponsorships

Sponsors look toward teams and leagues to showcase their brand or product and create a connection with the audience to increase exposure.  Thus, sponsors are usually hesitant to negotiate deals with unstable properties to avoid a negative association.  Despite its shaky history and the instability of league affairs, the NHL is still considered to be a good buy among sponsors; the NHL’s objective is “exposure, exposure, exposure.” (Hamstra)  Luckily for the NHL, most sponsors look for short-term deals, which bode well for the NHL as their business is best dealt on a short-term basis.  As such, the NHL has brought in massive amounts of revenue through very lucrative sponsorship deals.  Unfortunately, the league’s instability put the league and the teams in very questionable positions with fans and sponsors, which forced them to develop strategies to keep all parties interested to further validate the NHL’s status as a good buy.  

In 1997, the NHL reached a multi-year deal with Wendy’s which included rights for their single classic hamburger to be the “Official Hamburger of the NHL” and exclusive advertising rights during Fox’s national broadcasts of hockey games; this deal gave the NHL over 5000 promotional venues in Wendy’s restaurants alone. (Hamstra)  In 1999, FedEx agreed to a $20 million deal with the NHL to become the title sponsor of the Super Skills competition during the All-Star festivities. (Lefton)  The league has also courted such sponsors as Labatt, Coke, Dodge, EA Sports, Southwest Airlines, and Sears. (Lefton and Cassidy)  

The NHL continues to have little to no trouble retaining sponsors and attracting potential sponsors.  During the 1999-2000 season, sponsorship spending increased by 20 percent to $300 million in NHL-themed ads (Lefton), and between 2002 and 2004, corporate spending increased from $350 million to $400 million.  (“Sponsors not shying away, despite troubled franchises” 2003)  In addition, 11 of 13 sponsors have renewed their deals and five new sponsors have signed on within the last two years.  As recently as 2003, the league signed a two-year, $1 million deal with Kellogg, which further contributed to the health of the league. (“Sponsors not shying away, despite troubled franchises”)  MasterCard continues to be the official card and payment system of the NHL.  Current league sponsors include Anheuser-Busch, Dodge, MBNA, Coke, Sprint/Nextel, Best Buy, and Sirius (which SBJ considered one of the key league sponsorship deals of 2005). 


One of the biggest forms of revenues contributing to the NHL’s state as a healthy buy is that of arena sponsorships.  Corporations look toward sporting arenas to help build brand awareness.  The money is made inside the arenas when multiple sponsors are signed to multi-year deals worth millions per year.  The best way to maximize revenues is by giving the partnerships a sense of exclusivity by limiting the number of sponsors in the arena. (Badenhausen and Stanfl)  The arenas that house multiple teams have the greatest advantage of leveraging corporate sponsorships, via basic economics, “the more teams, the more games.  The more games, the more potential customers.” (Badenhausen and Stanfl)  

An even greater advantage is an arena that is designed for use beyond that of hockey, or sports in general.  Sponsors will continue to gain exposure with each use of the venue, whether it is a concert, a convention, or a local community event.  Such arena revenues give teams the advantage of competing for high-priced players, thus appealing to the fans.  

Revenues from arena sponsorship are continuing to grow.  According to Forbes.com, between 1997 and 2000, arena sponsorship more than doubled to $358 million, which is a small fraction of the $2.2 billion brought in through ticket and suite revenue and the $1.3 billion brought in through television.  The small sponsorship revenue is due to the concept of designing arenas.  The idea of designing arenas to include various ways for corporations to activate their partnership is still somewhat of a novelty, and most teams do not have the facilities to attract big sponsorship money.  Until more facilities are constructed to accommodate more lucrative deals, corporations are forced to look toward sporting arenas to leverage partnerships with what they have available to them.

The NHL has survived two lockouts; the first, a 103-day lockout in 1994, and the second, a 310-day lockout in 2004.  The lockouts inevitably put the league in difficult positions with corporate sponsors, as well as season ticket holders and suite owners, as all lost value in their investments.  The recent lockout had more of an impact on sponsors than the 1994-1995 lockout because the lack of exposure and activation opportunities expected from hockey-related events further depreciated the value of their investments. (Parry)  Play eventually resumed during the 1994-1995 season which allowed for some activation opportunities, and the cancellation of the 2004-2005 season consequently eliminated the coveted activation opportunities during the All-Star game.  As a result, the NHL expected to lose $230 million in sponsorships for the league and all it teams. (Parry and Feb)

Sponsors usually distance themselves from teams or leagues when they are having image problems, but many of the NHL sponsors believed it to be counterproductive to the league, the teams, and the company’s efforts to dissolve their partnerships as a result of the lockout, and they chose to continue to support the NHL during lockout negotiations.  The reality was that sponsors were going to continue to gain exposure regardless, but not to the extent that was initially negotiated.  During the lockout, sponsors continued to gain exposure from every event that took place in the venue, as company signage remained visible in and around the site.  They also gained exposure from the lockout and their connection to the league or teams.  If sponsors had pulled out of their partnerships with the teams, or the leagues, it is highly probable that they would have lost more money themselves – not only would they have had to look for another property to showcase their brand, but they would also have missed out on some activation opportunities with the new properties.  

In an attempt to retain sponsors during the lockouts, the NHL not only chose to keep their sponsors updated with the negotiations, but they also made plans to discuss contract provisions, such as contract extensions and certain exclusivity rights, with some current sponsors. (Parry)  Southwest Airlines was the only sponsor not to renew their partnership.  However, rather than dissolving the partnership as a result of the lockout, they simply let their contract expire and chose not to return once play resumed, but they remain open to returning to the NHL in the future, so long as the NHL business improves.  The state of the NHL business was, and continues to be, highly dependant upon how the NHL chooses to present its product to current and potential sponsors. (Bernstein)  


Sports Business Journal reported that the NHL had not made any plans to immediately market their product after the recent lockout.  Marketing the product after the 2004-2005 lockout was much more challenging than marketing after the 1994-1995 lockout because marketing efforts had to materialize after a year of no hockey. (Bernstein)  The NHL was confident in their efforts of nurturing the fans and sponsors during the lockout.  However, they not only faced the possibility of returning to a disgruntled fan base, but they also faced the certainty of the NHL being lost amongst a crowded fall sports scene (which includes the NBA, NFL, MLB, and NASCAR).  Before the NHL could focus on the sponsors, they would first have to appeal to the fans. (Parry)  By doing so, the NHL would have an opportunity to gauge the tone of the fan base and, in turn, create a package or deal that would effectively appeal to fans while serving the sponsors objectives.  Sports marketers believed 1) sponsors who had strong relationships with their teams, and whose teams had strong relationships with fans, were expected to have a better chance of rebounding upon the return of the NHL season, and 2) that partnerships with teams that did not have to compete with other professional sports teams in the city were better positioned for a comeback. (Bell)  
The NHL believed their best chance for a successful comeback was to reach out to the fans, players, partners, and audience to determine the best ways of leveraging their product; this was the first time the league had a real marketing partnership with the players.  Both the lockout and the crowded sports scene made it necessary for the NHL and its teams to resell the sport to current and potential sponsors by altering packages to include special incentives, and by seeking additional sponsorship categories to entice sponsors to commit to the NHL.  Categories included pharmaceuticals, banking, overnight delivery, automotive aftercare, men’s personal care, financial services, office supply, and photo/photo imaging. (Lefton)  The NHL hoped the additional categories and the changes in the game would present additional activation opportunities onsite, online, and of course through broadcasting. (Bernstein 2005 and Lefton)

Overall, the league’s instability did not appear to be much of a concern for sponsors, as the NHL seems to be an excellent fit for short-term sponsorship deals.  The NHL has several key-attractions, whether it is players, arenas, or activation spots that keep sponsors interested in investing in its property.  Despite having been put in difficult positions with the lockout, sponsors continued to realize the ever-existing potential of the league, as well as their limited activation opportunities with other sports properties, and chose to remain with the NHL and help rebuild their relationships with corporations and fans.  The NHL attempted to accomplish their objective of increased exposure by creating incentives to retain existing sponsors and developing additional sponsorship categories to be activated onsite, online, and through broadcasting.  The extent of the success of these activations is highly dependant upon the extent of the league’s broadcasting deals. 

B. Broadcast Rights


National television remains a weakness for the NHL because, unfortunately, the NHL gets limited revenue streams from broadcasting.  In 2003, each NHL team received about $5.7 million for broadcast rights in the United States and Canada, and the average salary was $1.64 million. (“Sponsors not shying away, despite troubled franchises”)  The teams in big cities can work with higher salaries, and leave very little room for the small markets to compete with revenue.  As a result, small cities either have high deficits or players who are not as competitive, which further contributes to the revenue problems. (“Sponsors not shying away, despite troubled franchises”)  The NHL has secured several lucrative television deals since 1995, but unfortunately, they have yet to produce ratings that directly compete with that of other programming on the networks. (Bernstein)  As a result, the NHL continues to find difficulty in maintaining leverage to negotiate larger deals.


In 1994 they secured a five-year deal with Fox worth $155 million.  By mid-1998, Fox dominated NHL broadcasting by controlling rights to 19 of the NHL’s 21 U.S. teams.  However, despite Fox’s dominance, ratings declined due to an unexciting playoff series and a fickle key demographic group, 18-34 year-olds. (“Disney body checks Fox?” CNNMoney)  Perhaps additional reasons for the decline were a lack of, or inefficient, cross-promotions and the inability to compete in the crowded sports scene.  An anonymous source for Fox hinted that the network would not match Disney’s five-year offer because of already weak NHL ratings and because of Fox’s effective control of local broadcasting.  By the end of the deal with Fox, ratings averaged 1.4. (“Disney body checks Fox?”)


In 1999, the NHL agreed to a five-year, $600 million deal with Disney-owned channels, ABC and ESPN.  The Disney deal not only gave the company the cable and broadcast network rights to the NHL, but it also gave the networks a solid platform for cross promotion, which they hoped would lead to an increase in ratings.  The deal also guaranteed local exclusivity for ESPN and ESPN2 telecasts, which they hoped would better position the NHL to leverage their partnership. (“Disney body checks Fox?”)  In a new contract, the NHL and ESPN had reached a three-year deal that set annual rights fees at $60 million for the first year and $70 million for the next two years, with a one-year exit option for ESPN in anticipation of the lockout.  Unfortunately, NHL television ratings continued to decline; ratings were down 40 percent since 1995-1996 on ESPN and more than 50 percent on ESPN2.  ESPN chose not to keep the rights to the NHL for $60 million a year because non-NHL programming produced better ratings and cost ESPN next to nothing in rights fees. (Bernstein)  ESPN still considered the NHL a good buy and wanted to continue the partnership, but only at a price well below half of what the NHL asked.  The NHL refused a reduced rights fee deal with ESPN because they did not want to further devalue their product. (Bernstein)  Other possible outlets for the NHL included Spike TV, USA Network, or the NHL Network.  However, the most potentially lucrative deal seemed to be with Comcast Corporation.  It was believed that the networks seeking to garner a contract with the NHL would most likely look for a deal similar to what ESPN wanted because many believed the revenue sharing deal between NBC and the NHL was ideal for any network carrying the league. (Bernstein)    


In 2004, NBC and the NHL agreed to a two-year deal with a network option to renew for two more years.  NBC paid no rights fees and they sold ad time jointly with the league.  NBC was guaranteed seven regular season games, six playoff games on Saturday afternoons, and Games three to seven of the Stanley Cup finals in prime time; ESPN would handle all other coverage.  Unfortunately, the lockout delayed coverage by one year, and instead, NBC replaced five of its scheduled NHL broadcasts with alternate sports programming and gave a slot to local affiliates.  This could have easily changed the network’s impression of the deal, especially since the league already had a history of low ratings and the network had a line-up of shows that could easily make up for the NHL’s shortcomings.  Luckily for the NHL, NBC still believed in the potential of the deal and NHL programming finally debuted on January 14, 2006.  Conditions of this deal included NBC innovations, such as a star clock underneath the scoreboard, clocking how long a certain player from each team is on the ice, a goalie-camera in the mask, and NBC analysts between team benches for Inside the Glass reporting. (The NHL on NBC – Wikipedia)  Despite already securing a broadcasting deal, the NHL continued to look for a deal that compared to, or exceeded its previous agreements.        
In August 2005, the NHL had entered into a two-year deal with OLN and Comcast.  This deal not only secured the NHL more money than it had agreed to in previous deals, but it also gained “a commitment for cable carriage of a new NHL Network.” (Consoli)  The OLN deal guaranteed the NHL $65 million for the first year, $70 million for the second year, and options for three, four, five, and six years if both parties agree; compensation for four-six year options is dependant upon OLN subscriber levels.  Conditions of the OLN/Comcast deal are as follows:

· Comcast has 24 months to rollout the new NHL Network, otherwise it must pay Comcast $15 million

· Specific subscriber levels must be met within two years, or Comcast must pay the NHL $15 million

· If OLN enters into a TV rights deal with another league, they must pay the NHL $15 million

· NHL Improves Standing with New OLN Deal

Despite the 2004-2005 lockout, the NHL continues to show aggressive signs of vitality; however, the league’s animation does not translate to TV.  Perhaps the reason for this is because hockey is truly meant to be seen live; the game-experience simply does not translate to TV, thus the decline in ratings.  In an attempt to boost ratings, networks have negotiated in-game enhancements and special features to entice the audience to watch.  Unfortunately, although the enhancements add to the program, they are not enough; ratings continue to decline and networks are being forced to rethink their partnerships with the NHL.  Until the NHL solves their broadcasting dilemmas, they must look toward their facilities to find more creative ways of activating sponsorships to help bring in more money to make up for the money lost through TV deals.

C.  Facilities 

In addition to generating revenues from sponsorships and broadcasting rights, the NHL relies on their stadiums to generate considerable revenues.  Unlike NFL and MLB stadiums, arenas are often built to accommodate NHL and NBA franchises.  Because fan interest for the NHL does not compare to the fan interest for the other three major sports, many cities refuse to help build a separate arena for the NHL, and instead choose to build multi-purpose facilities to accommodate both, the NBA and the NHL.  Due to the massive increase in players’ salaries, the NHL is highly dependant upon the revenues brought in by these multi-purpose facilities.  Unfortunately, facilities of this kind are still somewhat of a novelty, and if the NHL does not see promise of facility improvements materializing, they will not hesitate to entertain the option of relocating the franchise to a city that is willing to accommodate their stadium needs.  

Between October 1993 and October 2000, there were three relocations and six expansions.  

	Relocations
	Expansions

	From
	To
	Date
	Team
	# in League
	Date

	Quebec
	Colorado

(Avalanche)
	Oct 5, 1995
	Panthers
	25th
	Oct 6, 1993

	Winnipeg
	Phoenix (Coyotes)
	Oct 5, 1996
	Mighty Ducks
	26th
	Oct 8, 1993

	Hartford
	Carolina (Hurricanes)
	Oct 1, 1997
	Predators
	27th
	Oct 10, 1998

	
	
	
	Thrashers
	28th
	Oct 2, 1999

	
	
	
	Wild
	29th
	Oct 6, 2000

	
	
	
	Blue Jackets
	30th
	Oct 7, 2000


(Grant A distinctive decade 2003)

The relocations occurred within a three year span, and each relocation was the result of not having a proper arena in place.  For example, the Winnipeg Jets played in an arena that had no luxury suites and no premium seats, which are huge revenue-generators in new buildings. (Heylar)  Owners were forced to sell the team because the local government could not support new arena plans.  Two other franchises faced similar situations; the province of Quebec would not build a new arena with luxury boxes and the owners were forced to move the team to Denver, a market that was twice as big as Quebec, where there was already a proper arena in place. (Morrissey)  As for the Hartford franchise, Connecticut would not cover the potential operation losses accumulated during the three years before the arena opened; therefore, North Carolina prompted the move by promising the franchise a new arena, which included public funds. (Barkholz)      

Like North Carolina, many cities are looking to boost their economy with franchise relocations and league expansions.  In order to appeal to a team, they have to be in compliance with the certain criteria before they can be considered.  The main criteria for expansion or relocation in professional sports leagues are market size, ownership strength and facility.  However, for the NHL, not only is a state-of-the-art facility most important, but it must either be in place, under construction, or there must be a firm plan for one in place. (Gotthelf)  These state-of-the-art facilities give teams the leverage to compete for high-price players because they help bring in revenues that can cover inflated payrolls.  TV deals used to be enough to meet the payroll, but with player salaries rising at the current rate, lucrative TV deals are no longer enough to accommodate salaries.  Therefore, owners, especially those in the smaller markets, are looking more toward the revenue brought in through the luxury boxes, club seats, personal seat licenses, restaurants, and clothing stores to help satisfy the team’s payroll. (White) 

Most NHL teams share facilities with NBA teams, and most of these facilities were funded through unique private-public partnerships.  However, the team’s contribution might be as minimal as signing a long-term lease.  In December of 1996, the Travel Industry Association of America stated that “seventeen U.S. cities either are considering or have placed taxes on travelers to pay for building a new stadium or arena even though only five percent of all trips in 1995 included a sporting event on the trip itinerary.”  Of these seventeen cities, three of them (Anaheim, California, Broward County, Florida, and Tampa, Florida) were attributing a portion of these taxes to the funding of a multi-purpose facility for their NHL team.  Ideally, owners would like to see the public finance the entire construction of these new facilities.  However, many voters are not keen on the idea of their tax dollars going solely toward sports facilities, even if it means housing a dissatisfied-team until they are presented with a better offer. (Gotthelf)  Voters will vote against any referendum until they are presented with a more favorable offer.  The following are brief examples of both privately-funded and private-publicly funded facilities and the types of amenities the NHL and the owners are relying on to generate more revenue. 

Privately Funded
The Molson Centre officially opened on March 16, 1996 and is now known as the Bell Center, is the home of the Montreal Canadiens and is located in the heart of downtown Montreal.  The arena was privately financed by the Molson Companies at $230 million ($130 million for the arena, $50 million for the land, and $50 million for equipment and furnishings).  The arena is equipped to accommodate 21,450 fans and includes several general and press amenities, including a prestige section (which includes the first 8 rows), full-color scoreboards with animation, 135 private suites (each holding 16 patrons), three restaurants, five ice-level television studios, a conference room and lounge area for media members, three darkrooms, eight broadcast booths for both TV and radio, and more spacious weight and training rooms for players.  Each suite includes a rest area, a kitchenette, and a living area. (“NHL Hockey Arenas – La Centre Molson”)           

Private-Publicly Funded
The Ice Palace which officially opened on October 20, 1996 and, is now known as the St. Pete Times Forum, and is the home of the Tampa Bay Lightning.  The $160 million facility was funded through a unique private-public partnership between the City of Tampa, Hillsborough County, the state of Florida, and Lightning Partners, Ltd.  The arena is a multi-purpose facility that expects to accommodate at least 150 events a year and seats 20,500 for basketball and 21,500 for center-staged events.  The arena features 28 luxury suites (located 20 rows from the ice) and another 43 suites in the upper tier; suites include 12 theater-style seats, catered dining, private bar and restaurant service, and private restrooms.  Suite holders have access to exclusive parking and first choice at other headlining events.  The facility also features the 3000 seat Palace Club, boasting first-class amenities and “provides members with their own private club level…the best seats in the house, membership to the private restaurant/club, in-seat wait service, concierge service, business facilities, reserved parking in the arena garage and much more.” (“NHL Hockey Arenas – Ice Palace”)


There will continue to be a debate between owners and the voter over how much each should contribute to a sports facility, but it remains clear that NHL teams, much like those of any sport, will generate more money in a multi-purpose facility with state-of-the-art capabilities.  Multi-purpose facilities allow sponsors to be more creative in activating their partnerships and the state-of-the-art capabilities will allow the facilities more advancement opportunities, as well as more features or enhancements that will add to the gaming experience.  However, until more NHL teams negotiate for state-of-the-art facilities, the league, teams, and sponsors must be creative in leveraging their partnerships and generating more revenues.

D. Licensing


Licensing is an important source of revenue for the NHL.  Each year, NHL team jerseys account for approximately $100 million in retail sales alone, which makes it one of the most valuable licenses in all of sports. (Bernstein)  Licensing is not only a significant portion of the league revenue, but it helps the league gauge fan avidity for the NHL as a whole, as well as individual teams and players.  Therefore, it is important for the league to partner with companies that will effectively and efficiently leverage their partnership to further increase fan avidity.  Not only has the league retained several of their licensees, but they continue to renew more lucrative deals that further feed the fan avidity and hint that the lockout, or any other type of work stoppage, will not hinder the licensees beyond repair.  

In May 2000, The Hockey Company announced their rights to outfit all 30 NHL teams, using their CCM brand to market jerseys and protective equipment.  As of September 2003, the NHL licensing business was doing very well, with a 10 percent increase in licensing revenue from 2002-2003; the NHL expected revenue to increase to $1.5 billion by the end of the 2004 fiscal year.  (SportsSPIN)  Also, VF Corp., one of the world’s largest high-quality, high-branded apparel company (“About VF” 2006), retains its rights as the holder of the official championship locker-room T-shirt; these rights are valued between $3 million and $10 million, depending on who wins. (Lefton and Bernstein) 

During the 2003-2004 season, the NHL focused its licensing efforts in three main areas: vintage, women, and youths.  Of the three areas, the league’s main focus was the Vintage Hockey Program, in which six teams would wear vintage jerseys from The Hockey Company in select games.  Teams would also implement retro in-arena and in-market promotions (rollback prices, music, etc.,) to accompany that jersey’s era.  G-III, the premiere designer of quality outerwear (“About G-III”), was also brought in to launch an NHL Vintage line for men and women during the holiday season.  The vintage category was expected to boost retail sales to as much as $250 million. (Bernstein)  Other licensing efforts included 1) a retro fashion line for the fashion-conscious NHL fan and fashion-conscious female, 2) youth apparel, toys, video games, and games, 3) a partnership with LEGO, and 4) an exclusive labeling program with Wal-Mart and Target, which would allow, for the first time, the use of the NHL Shield on merchandise on a mass level. (SportsSPIN)

The NHL’s licensing business was expected to suffer from the lockout, especially since licensing is associated with fan avidity, and there was no way of knowing the extent to which fans would be disappointed, or alienated, or how drastically the fans would respond to the lockout.  The NHL was hoping fan avidity was strong enough to entice them to continue purchasing, both during and after the lockout.  Ultimately, no licensee was negatively affected by the lockout because they expected it, and as such they anticipated to be at approximately 75 percent of pre-lockout levels within 24 to 30 months.  To protect licensees during the lockout, the NHL cut its licensee base by nearly 10 percent, updated licensing contracts, and moved their business entirely online.  An encouraging sign of a licensee rebound was a pricing war in the video game category.  Just before the end of the lockout, the NHLPA reached exclusive deals with EA and Upper Deck, worth $44.2 million over six years and $25 million over five years, respectively. (Bernstein)    Not only did the NHL secure a commitment from all of its video game licensees – EA Sports, Take 2, Sony, and Atari - to return, but they also sold more video games than ever.  Another encouraging sign of a licensee rebound was the relatively strong sales in hockey equipment, as Reebok successfully introduced its RBK and Vector hockey lines. (Lefton)  
League licensees were not expecting to capitalize on the fall buying season, and were expecting to make a large sales push during Fall 2006.  As such, retailers were modest with their advance orders for NHL licensed products because they were unsure of what the demand would be after the league’s comeback.  However, the exact opposite occurred.  Since the comeback, not only are retailers experiencing a shortage of NHL products, but The Hockey Company, which was acquired by Reebok in 2004, is having difficulty keeping up with the demand.  Product sales are slightly ahead of 2003-2004 numbers.  Licensees were struggling to get products in stores by the holidays and they saw the best October/November sales of NHL products ever. (Bernstein)  


Both licensees and sponsors are usually hesitant to partner with unstable properties, and as such, it seems feasible for licensees to react similarly toward the NHL.  Instead, many licensees have maintained very profitable, long-term relationships with the league, players, and teams.  Despite the lockout, not only is the NHL having little trouble retaining its sponsors, but the fans are demanding NHL-products at a rate that almost exceeds some of the licensees’ production capabilities.  With such massive exposure and such a boost in NHL sales, the NHL business shows sure signs of improvement; however, the extent of that improvement remains to be seen.  

E. Expense Patterns
Despite showing record attendance, unprecedented exposure, and unprecedented revenues, the NHL continues to lose money.  Within the past decade, revenues grew from $400 million to $2 billion, and in 2002, nearly half of the teams lost money. (“Sponsors not shying away, despite troubled franchises”)  The NHLPA claims the reason for this is because owners are hiding millions of dollars of hockey revenue in arenas and cable television networks, and that player salaries are in line with teams’ financial health.  Two different financial reports are circulating, and they not only show different losses, but they also provide different reasons for the losses and the extent to which player salaries have continued to rise in relation to the NHL revenue.

Every year the NHL issues a Unified Report of Operations (URO) that includes aggregated revenue, cost and losses.  This URO indicated that the NHL lost $273 million during the 2002-2003 season, and that player salaries ate up 75 percent of teams’ revenues, which is the biggest percentage in major professional sports; NFL players get approximately 64 percent of revenues. (McCafferty)  Forbes also did an analysis of the figures and concluded that the teams are losing money, but not to the extent that the owners claim.  According to Forbes, the 2002-2003 season showed the NHL losing $123 million on $2.1 billion revenue; the following season showed that teams lost a combined $96 million on $2.2 billion revenue. (Ozanian)  Most teams are privately held entities and their financial statements are not made public.  Therefore, it is not possible to compare the two documents to see where they differ.  However, one of the reasons for the huge difference between the two reports are the discrepancies in the definition of revenue, such as how much off-ice revenue to include and how to attribute revenues from luxury-boxes, concessions, parking, and arena signage to teams and arenas.  Other independent sources confirm the same, that there is money loss, but not to the extent that the owners claim.  Unfortunately, with such documents reporting very different figures, tension continues to exist between the NHL and the NHLPA.     

Teams that lose this much money do so because their owners do not leverage their assets beyond the sport. (McCafferty)  Other factors contributing to the money loss are poor business decisions within individual markets, such as three expansions and six relocations (between October 1993 and October 2000), and spiraling salaries.  Hockey owners have contributed to the money loss by succumbing to their hunger for star players and spending money uncontrollably to secure these players’ services.  In 1999, player costs were 59 percent of the NHL’s total revenues; the 2003-2004 season reported player costs at 66 percent of the NHL’s total revenue. (Badenhausen)  (This percentage was less than that which was presented in the URO for the 2003-2004.)  The following chart shows the extent to which player salaries have increased between 2000 and 2004 and how they relate to revenue gains of that season.  
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“From 1996 to 2003, the average salary nearly doubled, from $984,500 to $1.8 million.” (McCafferty)  The 2003-2004 season recorded an average team payroll of $41 million, which ultimately contributed to the lockout of the 2004-2005 season.  Player salaries are continuing to rise at an alarming rate, and the only salvation for owners is a salary cap.  As such, play would not resume until players agree to a $31 million limit in team payroll, which is an overall 25 percent cut in salaries. (Ozanian)


The NHL’s biggest problem is that player salaries are raising faster than the NHL can generate revenue.  Team owners are partly to blame for the salary increase because their main concern is housing a competitive team and they are willing to open their pocket-books to make sure it happens.  However, facilities are not generating the money to cover rising salaries and teams and the league are, in turn, losing money.  The only way to begin to improve the financial model is to implement a salary cap.

F.  Changes in the Financial Model

Unfortunately, there is not enough information available to portray an accurate picture of the league’s finances; the URO only contained general information on the league and not detailed information on individual teams.  The information that is available only shows that the league’s business is worsening.  “The sport with the worst revenue-generating ability has no cost-containment system,…” (McCafferty)  A salary cap needs to be implemented to control spiraling player salaries; players and the NHLPA do not want a salary cap, but would rather a luxury tax.  Players do not have complete faith in the owners, and instead offered to 1) roll back their salaries by 5 percent , which would reduce team payrolls by an average of $4 million, and 2) make other concessions. (Ozanian)  Owners, however, indicated that the lockout of 2004-2005 would not conclude without a salary cap.  

Another indication of the ineffective economic model is the fact that four teams were forced to declare bankruptcy between 1995 and 2003; the Los Angeles Kings in 1995, the Pittsburgh Penguins in 1998, and the Ottawa Senators and Buffalo Sabres in 2003.  It was speculated that the bankruptcies were appropriate in positioning franchises for successful futures because they were given the opportunity to start with a clean slate. (Grant)  Between 1993 and 2000, there were six expansions within the NHL, bringing the total number of teams to 30.  These expansions further contributed the NHL’s weak financial state because 1) they happened too soon and 2) the league was not financially stable enough to feasibly accommodate such expansions. (Grant)  However, as of now the last four expansion teams were worth an average of $130 million, and as of 2004, hockey franchises in general were worth an average of $163 million, which is a 3 percent increase from the previous year and a 31% increase from 1998. (Ozanian)   

The flaws of the league’s financial model can be seen through increasing salaries, bankruptcies, and overexpansion.  Team salaries are continuing to rise faster than the team can generate revenue and teams are being forced to start from scratch.  The NHL recently negotiated a new CBA that is expected to help teams move toward the black and away from the red and could quite possibly put the league in a better position to accommodate further expansions without putting a toll on the rest of the NHL.  Elliott Helene of the Los Angeles Times recently reported that NHL Commissioner Gary Bettman indicated that "higher television revenue, booming attendance and 'business fundamentals' related to a new labor deal will boost an estimated 22 of the NHL's 30 clubs to break-even or profitable status this season,” and that revenue is "coming from 'traditional sources' such as local and national TV and licensing and said growth potential lies in marketing and promotional efforts and international ventures."  
VI. League Growth
A. Marketing and Public Relations
The NHL is the one league that is in need of a solid marketing plan.  During the past decade, the league’s marketing plan has been one of expansion and relocation, as it never really developed a pure marketing and public relations plan until the recent 2005 strike ended. (Egan)  The league did not capitalize on its popularity in 1994, when the New York Rangers captured the Stanley Cup. (Maney)  


During the past decade, the league has seen its two most marketable players; Wayne Gretzky and Mario Lemieux retire.  Lemieux even came out of retirement to save the Penguins from being sold or moved to another city in 2000 before finally leaving the game in early 2006. (Ellen-Egan)  One of the major problems for the league is that it has not been able to market their players properly.  When people are asked who their favorite hockey player is, they will most likely respond “Wayne Gretzky” even though Gretzky retired over six years ago, showing the league has been missing that one player that can draw interest to the sport. (Yorio)  This past year the league welcomed two new players to the NHL, Sydney Crosby and Alex Overchin, who are highly regarded rookies in the league.  Hopefully, for the next decade the league can take advantage of these young players and market them properly.

In addition to marketing players, the league could derive a great benefit from increasing the use of the Olympic Games as a powerful marketing tool.  During the past ten years, while the league allowed their players to fully participate in the winter Olympics, they have really never taken advantage of the Olympic games from a public relation or marketing perspective.  In the Olympics, the world’s best players come together to compete in an exciting tournament, and hockey is played with incredible speed, flow, and creativity. (Harvey)  With the next winter Olympics being held in Canada in 2010, hockey critics and fans alike await the player’s participation, especially because hockey has such tremendous support in Canada. (NHL.com)  As a strategy for the upcoming games the league needs to partner with the International Olympic Committee to improve their marketing of the games for the future. 

The league endured one of the worst moments of all time for a professional sports organization, when the 2004-2005 season was cancelled due to the lockout.  Several negatives resulted from the lockout including, unemployment, lost relations with local charities, the abuse of steroids, and violence on the ice.  The over arching concern for the league was their image and the effect these entities has on it.  The lockout caused notable employment loss in North America for over a year.  In January of 2005, Canada lost 5,700 jobs, according to their national statistical agency, mainly attributed to the hockey-related layoffs at restaurants and bars. (Hohler)  The league’s greatest fear was that many Canadian fans would stop caring about professional hockey.  A poll during the lockout showed that nearly 40 percent of the league’s Canadian fans no longer miss the game. (Hohler)  

In addition to an unemployed workforce, local charities also felt a negative impact during the lockout and as a result many charity events that had been planned were no longer held.  Many teams work with their players on various local charities and due to the lockout, they could not come together, thus, fostering the league’s negative image. (Yorio)   
One of the more serious issues that surfaced as a result of the lockout was steroid abuse among some players.  While steroid abuse is more apparent in other sports, the league felt it was an issue that had to be addressed.  Commissioner Bettman recently met with leaders on Capitol Hill to discuss this issue.  In an effort to appease Congress and the public, the league changed its drug policy in the new labor agreement.  The new deal calls for random drug testing and penalties that include a 20-game suspension for a first offense. (Washington Post)  This new amendment to the labor agreement is one of the many steps the league put in place to improve their image among the public, as well as Congress.  In addition, they have recently teamed up with lawmakers on Capitol Hill to fight childhood cancer, believing that such a partnership would help clean up their image as well as provide a positive service for the public.  In March of this year, the NHL announced a collaboration with CureSearch, the world’s largest childhood cancer research organization, to raise money and awareness for cancer.  Lawmakers and the NHL worked closely with senators in getting the “Childhood Cancer Act of 2006” passed, making their efforts worthwhile. (US Fed News Service)  
An issue that has prevailed in hockey for many years is the presence of violence.  Hockey is the only major sport besides boxing that allows fighting during the official competition.  During the past ten years, there have been serious injuries due to these acts of violence and fans have felt that fighting should be outlawed in the game.  An example of excessive violence occurred in February 2000, when Marty McSorley slashed an opposing player in the head and was given the longest suspension in league history at the time – 23-games. (Grant)  Another incident occurred in the spring of 2004 when Todd Bertuzzi delivered a blow from behind to an opposing player, driving him headfirst into the ice.  The player has not played since and the incident earned Bertuzzi a 17-month suspension from the league.  As a result of his actions, he was also found guilty of assault and now faces civil lawsuits from the player. (Carpenter)  

Since the lockout the league has continued to work on their image each and every day.  While their focus on charities and attention to the violent nature of the sport will surely benefit the leagues image, their creation of a nation ad campaign and a new executive office to run its public relations department, will be most beneficial in changing the public’s perception of the sport.  

B.  Fan Development & Fan Segments 

In an April 2006 ESPN Sports Poll, the NHL ranked fourth out of the four major league sports in popularity. (Sports Business Journal 2006)  The league has been around for almost 100 years, but according to the survey it is not embraced as extensively as baseball and football.  Ice hockey is a game that is very popular amongst Eastern Europeans and Canadians, and unlike other sports, hockey is considered a regional sport and is expensive to play. (wikipedia.com)  Not until the NHL expanded into the Sun Belt was a pee-wee ice hockey team easy to find in areas such as South Florida or Arizona. (Nipps)  With its competitor’s equipment–basketball and football-costing on average $10, hockey sticks alone can run eight times that price and, that does not include the rest of the equipment and ice time teams must pay. (modells.com) 


In order to reach outside the typical fan demographic teams and the league have created various outreach programs.  Through initiatives such as the New York Rangers’ Hockey in Harlem program, which was launched in 1990, the league has been able to expand their fan reach to the non-traditional ice hockey fan. (Williams 9)  Teams hold youth hockey clinics taught by the coaches and players during the off-season as a way for these possible future NHLers to learn the sport from the top of the profession.  In 2001, the Florida Panthers teamed up with the Women’s USA Olympic team to run a two-day girls-only clinic.  Tickets for the girl and a parent to attend the next Panthers home game were included in the price of the clinic.  In addition, each February, member clubs in the NHL, American Hockey League, Central Hockey League, East Coast Hockey League and United Hockey League support “Hockey is for Everyone” Month.  This is done by the leagues donating tickets to youth-oriented and other hockey programs in their markets, including sled hockey teams, inner-city recreational organizations, Aboriginal groups from Canada, girls’ and women’s teams, and Special Olympics teams throughout the month. (NHL.com)

 Teams in non-traditional hockey cities, such as Tampa, have offered programs to teach the game; the Florida Panthers have hosted Panthers University.  This multi-day program taught “students” the basics about the game of hockey, allowed them to see a game and then give tests in the final class to see what the participants had learned.  The classes were taught by the Panthers radio announcer and were also visited by a player.  After the program proved popular for adults, the team started offering the program to children. (floridapanthers.com)

Throughout the past 10 years teams have realized that children are one of the most important fan demographic.  Many teams now have fan clubs for kids and offer discounts to games, merchandise, birthday cards and other promotional items.  One example is the Montreal Canadiens who took a step toward attracting younger fans by creating the team’s first fan club at the beginning of the 2003-2004 season.  Pairing with Hockey Quebec (HQ), the team started a grassroots campaign aimed at 150,000 youth hockey players ages 5 to15.  Although the team had no problem filling seats at the Bell Centre, they believed that the future of the team rested with the fans that had never witnessed the team raising a Stanley Cup banner.  The HQ and Canadiens campaign, which stresses sportsmanship, values and morals is run in the country’s two main languages, English and French. (Bernstein 2003, 7) 


Currently the main demographic for NHL fans is Males 18 to34. (Friedman)  Hockey is by far the smallest of the big four sports in terms of total fan base, television dollars and sponsorship.  However, the NHL fan base is the most affluent and well educated of the four, making the expensive full season ticket packages a possibility for many hockey fans. (Markus)
According to a 2002 study: 

…loyal female NHL fans are 34 percent more likely than the average woman to be age 18 to34 and they are 23 percent more likely to be single.  70 percent of loyal female NHL fans have purchased sports apparel in the past 12 months.  What do these fans do when they’re not following the NHL?  They are more than twice as likely as an average woman to go in-line skating, 76 percent more likely to participate in team sports, and 44 percent more likely to go camping. (arbitron.com)

The markets that have posted the largest percent of loyal fans at 69 percent are Denver, CO and Minneapolis, MN.  Other high-ranking markets included Buffalo, NY and Cleveland, OH, both 66 percent, and Jacksonville, FL, St. Louis, MO and Atlanta, GA, at 65 percent.  Denver, Minneapolis, Buffalo, St. Louis and Atlanta are all home to NHL teams. (arbitron.com)

While there are markets with very high percentages of loyal fans some, particularly casual and non-hockey fans site the game as too hard to follow on television.  In an attempt to raise paltry television ratings, during the 1995-1996 season FOX and the NHL introduced the aforementioned “glowing puck” also known as “The SuperPuck”.  The introduction of the puck was also an attempt to bring in younger fans who might not normally watch hockey. (Martzke C2)  

We’re trying to make it attractive to casual viewers,” Fox Sports President David Hill says.  “You can see a highlight around the puck on the TV screen.  When it goes fast, it leaves a trail like a comet.  We’re experimenting with different colors - blue, white.” Hill paints a glowing picture of the NHL.  Virtually every U.S. city’s trying to get a major league franchise, he says.  The sport of hockey is growing. . . . Look at how the NBA grew by leaps and bounds.  I still believe that will happen in the NHL, and I’m even more confident than last year. (Martzke C2)

Unlike the first down line shown during NFL and college games, the glowing puck was met with strong disapproval from die-hard fans.  The network decided that although ratings for the first few games with the puck were up, keeping die hard fans was more of a priority especially as the novelty of it soon wore off. (Westhead 7)  ESPN realized that it needed a hook to entice fans to watch hockey on their network.  During the 1999 season ESPN started broadcasting games which included a series called “The Rules.”  The programming explained different aspects of the game from face-offs to the different types of penalties, in hopes of better educating casual hockey fans. (Friedman)  Now, with the popularity of high definition television (HDTV), the NHL and executives at NBC are hoping that the clarity of HDTV will be the breakthrough to help raise ratings and continue to motivate the casual fan to watch a game. (McCarthy C6)  
Within the past 10 years the NHL has taken strides to expand their fan base and reach out to their loyal fans.  New and old teams have found ways to attract the unconventional hockey fans to the sport and to the games.  The league has also experimented with ways to make watching the game, which can be hard to follow, easier on television.  Some of these features were embraced and some, such as Fox’s glowing puck, where criticized by not only the fans but also the media. (Norman 3)  During the most recent lockout the NHL hired a Marketing Director, the first in the league’s history, in hopes of bringing back the indifferent fans and also widening their fan base even more. (Lefton 2006, 6)  The league recognizes that the first step to increasing the fan base is targeting the young fans of the NHL.  

C.  Attendance
Between the 1995-1996 and 2003-2004 seasons the league’s average attendance had been about 16,300 per game.  Only the 1995-1996 season average, 15,987, was lower than 16,000.  Most NHL arenas hold 18,000-20,000 fans.  During the past 10 seasons the Detroit Red Wings and Montreal Canadians, both Original Six teams, continuously garnered the highest attendance in the league. (hockeyresearch.com)  The Original Six refers to the original hockey teams that formed the league.  They are the aforementioned Canadiens and Red Wings, as well as the Toronto Maple Leafs, Chicago Blackhawks, New York Rangers and the Boston Bruins.  During that time the Red Wings won three Stanley Cups, and two in consecutive seasons. (detroitredwings.com)  

In between this 10-year gap the league expanded by four teams – Atlanta, Columbus, Nashville and Minnesota – and three teams moved – Hartford to Carolina, Winnipeg to Phoenix and Quebec to Colorado. (nhl.com)
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Following the 1994-1995 lockout, many teams’ attendances were down by as much as 11 percent. (Elliott 1)  However, with the relocation the league’s attendance saw all time highs.

Going into the 2005-2006 season most teams, including ones based in cities where hockey was extremely popular, worried that even the most loyal hockey fans would turn their backs on the sport that locked them out.  In order to boost attendance teams took different approaches to gaining back their fans, many teams lowered single game and season ticket prices.  Some teams kept the same prices that were available for the locked out season.  In specific cases, some teams gave away all their tickets to pre-season games, as was the case with the Los Angeles Kings, while the Boston Bruins took a different approach offering free tickets to children under 12 who were accompanied by an adult from the beginning of October through Thanksgiving. (Vlessing)

It is important to recognize that in any sport attendance will fluctuate.  Fans can be fickle and even if they claim to be a die-hard fan they might not pay to see their team live when they are having a bad year.  During the first lockout in the mid 1990’s the NHL had a hard year attendance-wise when league wide attendance fell 11 percent. (Elliot 1996, 1)  But after the lockout, they were able to maintain a fairly consistent average game attendance, which was interrupted when the 2004-2005 season was canceled. (hockeyresearch.com)

Despite the attendance problems that existed after the first lockout, as of the end of the 2005-2006 regular season, the NHL did not have the same attendance problem as the previous lockout:

The NHL drew a total of 20,854,169 fans for the ’05-06 season and posted a per-game average of 16,955, a 2.4% increase from the ’03-04 figures (20,356,199 and 16,550, respectively) and 1.2% ahead of the previous records set during the ’01-02 season (20,614,613 and 16,760, respectively).  Additionally, the Canadians set a league single-season, single-team attendance record of 872,193, and 24 of the NHL’s 30 teams finished even with or ahead of their ’03-04 season attendance marks. (nhl.com 4/19)

Little is written about attendance aside from actual numbers, so it is difficult to discern if these numbers were a product of the promotions various teams offered prior to the start of the season, the new rules put in place, or the result of other changes occurring within the league.  From this information we can learn that it is hard to analyze and predict attendance trends in the NHL or any other league.

D.  League Expansion

Under the guidance of Commissioner Gary Bettman, whose vision led to changes on and off the ice over the past decade, no league has been more aggressive with expansion then that of the NHL.  The main reason for this level of expansion was to lure a significant network television contract.  However, a majority of the country at that time did not understand hockey, and the league decided that it was time to step up and expand with the hopes of getting a lucrative television network deal.  The league was the only one, of the major sport properties without a national television network deal in the early 1990’s. (Yorio)   

As a first step, in 1994, the NHL announced an ambitious expansion program calling for seven new franchises by the year 2000.  Many of the teams would be based in Sunbelt cities where the league was hoping to grow the sport. (Holt)  This would allow the league to develop a national audience, and deliver the national TV contract it has hoped for.  Since 1991, the NHL has grown from 21 teams to 30 teams – with six additional expansion teams since Commissioner Bettman took office.  Under his watch, three teams have relocated. (Grant)  League revenues in 1994 totaled $732 million, and at the end of the 2003 season, league revenues totaled $2.0 billion. (Maney)  The objective of the NHL was to increase the overall footprint of the league, and the fastest way to do that was to expand the league with new teams.  Thus, over the past decade, expansion and relocation have been the league’s primary source of growth.

There had been no league expansion as of 1979.  At that time the league announced that it would expand westward and to the south, with the first sign of the strategic plan granting the city of San Jose an expansion team for $50 million, allowing the league to expand to Northern California. (Grant)  The following year, the league announced it would add two additional teams each for $50 million a piece, bringing existing franchises additional revenue and allowed the league to negotiate for better television rights.  As interest in hockey increased in the early 90’s, the league decided it was time to continue to grow.  Expansion mania continued with two new ownership groups that provided the exposure the league was looking for in the early 90’s.  The Anaheim Ducks and Florida Panthers joined the NHL, also for an entry fee of $50 million each. (Stacey)  When the lockout of 1994 ended with a new collective bargaining agreement in place, the league’s board of governors decided it was time to expand yet again.

In the summer of 1997, the league’s expansion committee formally recommended adding four more teams to the league.  This would bring the league to 30 teams, and add expansion fees totaling $320 million.  The four new teams were based in Nashville, Atlanta, Columbus, and Saint Paul/Minnesota all phased into the league by 2000.  This round of expansion netted the 26 existing teams an additional $12.3 million in revenue. (Dater)  

NHL officials hoped this round of expansion would enhance its attractiveness to those bidding in the next television contract, with the current television contract expiring in 1999. (Yorio)  When the time came the NHL got its deal partnering with ABC and ESPN and many teams used these funds to sign high profile players for the next few years.  The recent expansion and relocation helped the league to accomplish their original goal from a decade earlier: to expand the footprint of the league and obtain a wider national audience. 

During the past ten years, league expansion has paved the way for the league overall growth.  While it could also be said that it has caused many of the problems that the league faces today.  One thing’s certain, through expansion the league was able to accomplish their objectives, which include obtaining a national television contract.  In addition, they have been elevated to the national level becoming one of the four major sport properties in this country.  

E.  Expansion Criteria

Despite relocating and expanding six time, the NHL set strict guidelines for cities that wished to qualify for an expansion team.  During the expansion phase of the NHL, some of the early expansion teams ran into troubles, some experienced financial problems as in the case of the Tampa Bay Lightning, while some had difficulty financing their arenas like the Ottawa Senators. (Elliott)  In the case of the Lightning, they narrowly qualified in 1992, as the ownership group was late on their final installment of the $50 million expansion fee, due to concerns about the arena and its proposed lease.  Eventually, the ownership group changed hands before the team even took the ice. (Morganti)    


The league decided to change the criteria franchises seeking new markets would be required to abide by including, restriction on debt obligations, upfront cash, and liquidity issues to ensure that an application had a solid financial standing. (Allen)  Furthermore, a solid ownership group would also have to be in place. (Allen)  In fact, the league’s expansion committee agreed that the ownership group was the most important factor for granting an expansion team. (Hohlfeld)  However, Commissioner Bettman disagreed with the committee stating, that while market size, ownership strength, and fan interest were important, the overriding issue was having a state of the art arena in place, or an arena under construction. (Hohlfeld)  Another interesting component to the recent expansion was a city’s ranking in the television ratings.  The new teams were spread out among all cities with different markets, and ratings across the country.  For instance, Atlanta is the 10th-largest TV market in the United States, while Columbus is the 34th largest. (Hohlfeld-2)  

Below is a breakdown of the last four expansion cities and how they fit into the strategic growth of the league.

Nashville:
· Joined league in 1998, 

· Population 1.09 million, 33rd largest TV market

· New 20,840-seat venue that opened in December 1996.

Atlanta:

·  Joined league in 1999,

· Population 3.43 million, 10th largest TV market,

· New 20,000-seat venue that opened in fall 1999.

Columbus: 

· Joined league in 2000,

· Population 1.43 million, 34th largest TV market,

· New 18,000-seat venue that opened in the Fall 2000.

Minnesota: 

· Joined league in 2000,

· Population 2.72 million, 14th largest TV market,

· New 19,000-seat venue that opened in the Fall 2000.

                                   (Hohlfeld  NHL puts arena ahead of other factors 1997)

F.  Relocation


When discussing the overall growth of the league for the past decade, it is important to note the league added six teams, and had three teams relocate to other cities throughout the United States.  All three relocated teams came from small markets, and lacked a new arena.  Two of these teams suffered from foreign currency exchange exposure.  First, the Quebec Nordiques moved to Colorado after the 1995 season.  Then the Winnipeg Jets followed suit by moving to Phoenix after the 1996 season.  Finally, the Hartford Whalers moved from Connecticut to North Carolina in 1997. (Hohlfeld) 


These moves provided the league with three new franchises in three new cities, all of which supported the league’s overall objective to grow the sport and increase its fan base.  The Phoenix franchise allowed the league to expand to the southwest part of the United States, and the Carolina franchise allowed the league to further expand to the southeastern part of the country.  These relocations allowed the league to enter regions where hardly any hockey was played.  The idea that the game was developing more fans was positive.  These new markets gave the league-increased leverage in negotiating their national television contract in 1999.  It also added to the national development of the overall sport, as hockey truly became a national sport.  However, two of the three teams continue to struggle to sustain their fan bases after a decade.  Relocation has provided the NHL with an initial boost to the league and the teams.  The verdict is still out if relocation was the right answer to solving some of the failing franchise’s problems.
VII. Conclusion/ Future of the League


The National Hockey League has arguably experienced some of the most challenging years in sports history over the last decade, with two lockouts-the most recent and severe resulting in the cancellation of the 2004-05 season.  The lockout disputes involved the league and owners vs. the players on various CBA issues – with the fans often suffering the worst defeats as both parties often failed to agree in a timely fashion on the key issues.  In hindsight, it is clear that the backbone of the NHL’s new CBA, which is the result of the lockout, hinged on the issue of salary caps and where to set the bar to make the future of the league financially prosperous.  In addition, it is without question that when the dust settled, the owners were the ones who prevailed with the new contract deal.  The league and owners utilized PR outreach to gain public support, continued to express the need for both sides to come to an agreement and return to the ice, and maintained their patience.  With the leverage league and owners felt they could hold out for the right deal, and they hoped that both sides would settle on an agreement that was good for the all parties involved – and most importantly for the future of NHL as a whole.  

After missing an entire season of hockey, the two sides came to a resolution with a contract that has only been in existence for eight months.  Time will truly tell whether the new initiatives are helping shape the future of the sport.  At this point, it looks as though the deal in place is accomplishing some of the goals established in the beginning, most notably the desire to make teams profitable as opposed to being in the red.  A more thorough analysis of the effects of the new CBA on the league and players will need to occur after approximately two seasons.  This will allow all parties involved to be comfortable with the new rules, as well as additional time for more accurate evaluation and analysis of whether the contract effectively accomplished the goals of the NHL.  


Among the many stipulations in the contract, one that is note-worthy is the inclusion of a checks and balance system, which was created to prevent teams from being able to hide revenues, salaries and other expenditures going forward.  In addition, the CBA allows teams to be audited as needed, creating an environment where all the teams are kept honest and up-front about their financing.  Furthermore, player salaries are now receiving the mandates and the attention necessary, and this in conjunction with the presence of a hard salary cap, will allow teams to slowly move towards seeing profits.  Most anticipate that the entire league will benefit from the new changes, creating a healthier economic environment for the sport.     


While the NHL’s CBA negotiations have sparked tremendous amounts of attention in the public arena, so have their media and technology partnerships.  The NHL has been innovative and successful with their use of different forms of technology.  One of their most noteworthy ventures was to buy out IBM’s licensing rights and control the content of their website in-house.  Furthermore, their partnership with Comcast has allowed them to re-brand the sport, bring back their television viewing audience and gain a financial foothold with a cable company, after having experienced a financially devastating lock out.  It is important to note that there are emerging forms of technology-such as the internet on cell phones, satellite radio, online blogs, video games and podcasting - all mediums which the NHL has explored to varying lengths.  The future will further elaborate which of these mediums are most fitting for the sport. 


The future marriage of the NHL and the internet is bright, and will set up many opportunities for continued technological innovation, and the growth of the fan base.  The internet will come to be even more important as the sport continues to grow and diversify its fan base-especially those international fans often difficult to reach.  Expansion and continued outreach in connecting with the international population will serve the NHL well, as it already has a substantial international appeal thanks to the game’s history and roots. 


The future of media and technology rests in the NHL’s ability to strategize the best ways to partner with certain technology mediums, knowing that not all forms of technology are a good match for the league in best reaching their target audience.  The league and teams will need to establish who they would like to target, and how to use the form of technology that is most appropriate to reach the intended group.  Overall, there is a clear understanding that the internet will have the most impact on the sport for years to come, allowing creative strategies of direct marketing, broadcasting, and other multimedia.

The technology landscape is clearer then the current financial setting because few documents are available to entirely evaluate the current financial environment of the league.  However, the little information available suggests that the league is set-back due to the increase in player salaries over the course of the last ten years.  While increases in players’ salaries have taken their toll on the league, sponsorship sales are thriving.  The NHL, even after having three substantial lockouts, has had little problem finding companies willing to make a partnership investment – a credit to the power of the brand.  It seems impressive that despite the challenging period of time that the NHL experienced a short time ago, they still were able to maintain their sponsorship support.  It truly demonstrates the NHL’s potential and appeal, and further suggests that if the NHL can maintain that level of commitment when they were experiencing setbacks, the future is full of financial upside.  
While the NHL maintains a prosperous relationship with sponsors, the key to their continued success will be the creation of more innovative promotional and marketing sponsor activation.  On the team front, the presence of multi purpose stadiums will draw more fans and provide even more sponsorship opportunities and revenue streams.  In addition, teams will be able to lure better players to an upgraded facility, which will in turn create a better team, which will lead to increased fan support and ultimately higher revenues being generated.  

Though multi purpose arenas with state of the art facilities will indirectly draw fans because better players will be interested in playing for such teams, the NHL has established additional ways of drawing fans.  Through expansion and relocation, the league has seen an increase interest in hockey across the country-but have also recognized the lack of knowledge much of the potential fan base has about the game of hockey.  It is for this reason that many of the teams established opportunities for adults and children to learn the fundamentals of the game, holding youth clinics and adult classes, in addition to providing instructional programming for television viewers.  The NHL has seen positive results from these initiatives, but going forward they will need to continue to educate fans about the game, create a new marketing strategy that makes the game appealing to diverse fans, and establish grassroots programs to mentor and work with young fans.  The latter suggestion could create a “farm system” environment in the US, where the efforts will assist in developing potential stars for the league, as well as diverse, educated and interested fans.  
We anticipate the future of hockey will consist of 1) teams comprised of players with salaries that are affordable for the league and the players.  2) The integration of effective technology, mostly likely the Internet, to help generate revenue, communicate with the fans, and reach a wider population.  3) A continued partnership with OLN to make it known as the official NHL channel.  4) The establishment of grassroots programming in the U.S. to create more home-grown talent.  5) The development of educational programs to inform the public and make hockey a commonly understood sport.  6) The establishment of notable players who are frequently profiled and associate with the league, similar to Michael Jordan or more recently, Kobe Bryant, Lebron James, Dwayne Wade or Shaquille O’Neil.  7) Continued success with their licensing properties to further promote the NHL as a brand.  8) The creation of multipurpose stadiums to serve the needs of the league and their sponsors.  9) Finally and ultimately, a financially healthy league that generates revenue in all areas.  With the future development of some of these ideas, the NHL can again return to prominence as a major sports league–and hockey will truly be back.   
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