Lecture #12
November 11, 2016

Evolution in the business….

What the market will bear…

· Variable pricing
· Dynamic pricing 

“The idea of pricing our product up to 6 months ahead of time seems ridiculous now…” – Sports Executive 

Advantages of Dynamic Pricing

· Ability to adjust to the market
· Unforeseen record (game could be worth more)
· Hot streak
· Compelling visiting team…

· Cleary more expensive than FIXED pricing
· BUT … revenue potential could be significant

Secondary Market

· Orgs like Ticket Master and Stub Hub



****************NEW Lesson*******************



Sport Finance – 2P27 Sponsorship

What is Sponsorship?

“Cash or in-kind fee paid to a property in return for access to the exploitable commercial potential associated with that property.”

· Increasing need for sport practitioners to understand corporate objectives
· Selling BENEFITS not NEEDS!



Don’t exist in Silos, exist together
· Finance
· Legal
· Sponsorship
· Concessions

· 70% of corporate sponsorship goes to Sports

What Companies Sponsor

· Different Numbers???
· Huge ranges when discussing sponsorship
· $30B… $50B… $150+B
· Differences in respect to “what” is being counted… leverage etc.

Key consideration from the CORPORATE perspective

· LEVERAGE THE DEAL…
· “Not leveraging a sponsorship is like buying a Ferrari and leaving it in the garage.”
· A ROUGH “ROT” might be 2x-5x

Why do Companies Sponsor?
How do you know if it is a success?

Ways to Use Sponsorship

· ROI
· Sales
· Rewards
· Awareness
· Engagement
· Employee Retention
· Loyalty

****Selling BENEFITS not NEEDS****

How does sponsorship drive financials?

· Cash
· In-kind &/or barter

Donations – not sponsorship, more in line with fundraising


Determining What a Sponsorship is worth

Variables impacting price:
· Tangible
· Intangible

· Assessment of these leads to Price Adjusters that impact negotiations …

1. Sample Tangible Benefits:
· ID on event collateral 
· Tickets and Hospitality
· Sampling
· Mailing List
· Naming rights
· Booth space … 


2. Sample Intangible Benefits:
· Prestige
· Exclusivity
· Audience interest/loyalty
· Networking opportunities
· Media (newsworthiness) … good stories?
· Cross-brand/promotion

Negotiating a sponsorship

· Remember… key is the deal!
· In any transaction we are looking for a “meeting of the minds”

*******Sample price Adjusters impacting NEGOTIATION: a sport property’s perspective
· Highly desirable property                              
· Most saleable (profitable) category’s locked in             
· Highly proprietary component                     
· On-site sales rights                                           
· Pass-through rights                                          
· Sponsor offers high promo commitment   
· Sponsor offers high fundraising commit.   
· Sponsor signing multi-term                            
· Intro of new co-sponsor                                  

· Positive
· Negative

Devil is in the DETAILS!!! 

What company was Mike Weir’s main sponsor at this time (he won masters)?
· Bell
Would they have any issues?
· Mad that Bell logo wasn’t on Sports Illustrated cover, Weir Golf logo instead, lefty golfer

· Overall package must represent value for money
· “Need to show that your sponsorship doesn’t cost – it pays.”

· PRICE = Max market value of your property” … obtained through purposive negotiations!

Pricing a Sponsorship

· Three basic approaches
· Cost-plus strategy
· Calculating a real cost of sponsorship package
· Adding a predetermined percentage for profit
· Percentage is Tricky
· What might influence the %?

· Competitive market strategy
· Based on what managers think the market will bear given the competitive environment and competitive market
· Key questions – Who is in the competitive market?
Some influences
1. Degree of match with target audience
2. Size of the sponsee’s (property) consumer base
3. Potential Media
4. Associations of/with property
5. Leverage opportunities


· Relative-value strategy
· Sport manager shows the perspective company the value of a sponsorship package
· Above and beyond cost of collateral
· Add some money for “SOFT” factors

How much just for IMPRESSIONS???  ***??? Pricing case study

· [bookmark: _GoBack]Posters to be distributed and hung up throughout the city (5000) in key areas speaking to demographic audience
· Research shows there will be 100,000 impressions
· Pricing is an ART and a SCIENCE… these guidelines (piece of paper) help establish a number but are NOT “absolute”

1. $3,000
2. $500
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