
Portrayed in the Providence Sunday Journal as the two most valuable sports franchises in American sports, The Boston Red Sox and New York Yankees are currently under the spotlight for their revolutionary and extremely profitable expansions into the television industry. Both teams have recently either created or bought into regional sports broadcasting channels, leading to the control of the televising of the great majority of their games. The revenue generated from the television stations enables these teams to increase their value substantially and is the basis for their ability to afford high contract players. The success of these networks has led to other teams considering the developing similar team owned sports stations. The ability to benefit from a team owned network does not come easily, and bears with it great risks which not all teams can afford to take. The start-up costs are considerably high, and include the process of either requiring viewers to pay extra to see the games on that channel, or bargaining with the cable providers to include the channel in their lineup. Other considerations for teams looking to invest in owning a station broadcasting their games is the size of their market and the demand for such a potentially profitable addition to their market. The finances of such a productive industry are the main cause for such interest in this type of addition to a franchise. With profits exceeding one hundred million dollars from the Red Sox’s NESN (New England Sports Network) and two hundred million from the Yankee’s YES (Yankee’s Entertainment and Sports network), it is clear why there is such attraction to the idea of a team owned televison station.

Concerning the entirety of a sports franchise, or any company to be exact, revenue is the gross income of all investments, properties, and stocks accumulating to one figure of total gain before the costs are factored in (http://www.answers.com/revenue&r=67). Revenue is always a factor in considering the success of a company, and it is viewed as the key in determining the total profit of that company. The individual parts that make up the corporation each generate a portion of the revenue which in turn combines with the other portions to result in the total revenue for the corporation. The revenue produced by team owned television network adds immensely to the overall profit of the team, and therefore, with team owned networks in action, they enable a team to raise its level of value to a much more substantial level.

In order to gain access to the valuable revenue, there are start-up costs which increase the risk level taken when expanding or developing new sections of a company. Costs are the total expenditures on goods or services which aid in the development of a company (http://www.answers.com/costs). The costs to form a network for broadcasting games are quite high, and for many teams, they are the main obstacle on the way to a more valuable, and greater profit-producing team. Although the goal of expansion is improving value, some teams may not be able to afford the immediate deficit caused from the costs of starting a team owned network. Building a television network from ground zero, especially if the new network is to be competing with other networks for control of the games, brings about high costs and requires skill to produce revenue to make up for the costs of production. If the revenue can exceed the costs, there is profit, but this is no easy task. There must be a market and demand for such a network.

The market of sports is one of the largest and fastest growing markets today. Both the demand for sports and supply of sports combine to create the market (http://www.answers.com/market). With there being a constant and ever growing demand to watch games, teams must turn not to the limited supply they can provide of live entertainment (at the stadium), but to the unlimited supply of the television, which can provide countless viewers the ability to watch the games at a much more reasonable price. The television market is seemingly infinitely valuable to the team’s financial success, and contributes greatly to the overall success of the team by providing fan support. The market of the team, or the overall demand for that team is the determining factor in the success of a team owned network. The network will not succeed without a large demand for it, and there will be inadequate funds to support the network if fans are not willing to pay the price to have the network available to them. Such teams as the Red Sox and Yankees clearly have enough support for their networks due to the large number of devoted fans; yet, other teams may not be as successful without equally supportive fans.

If a team is able to find a market for their expansion into television, then they can finally begin to gain access to the financial outlook of a network. The finances, or money and the system which circulates the money, grants credit, and invests allow a network to function (http://www.answers.com/finances). The entire network relies upon the finances and how they are managed. When a company, or in this case, a team owned network succeeds, the financial status of the company is in good standing and there is a profit made. From the analysis of the current team owned networks, the profit is quite substantial, resulting in hundreds of millions of dollars a year earned through revenue. The financial earnings are the logical reason for which so many teams have expressed interest in forming networks. The promise of increase in total revenue, total profit, and total value of the team seem to be enough to spark an interest in more or less every team in baseball to model themselves after the Red Sox and Yankees.


Although all financial earnings are important to the success of a company, the most important in determing success (financially) is profit margin. Profit margin is the ratio of the gross profit/earnings a company makes divided by the total revenue it takes in. The result is the exact amount of every dollar earned which the company keeps from the revenue, after all costs and expenditures (http://www.answers.com/profit%20margin). The profit margin signifies success of the company through percent. Clearly it varies in each company what the necessary profit margin is to sustain the existence of the company, but an example of a good profit margin is the 28% or $14 million of $50 million NESN earned in 2004. Acting as the final outcome of all the financial figures, profit margin becomes the determinant to whether a company is functioning up to par or not.


With all above stated economic issues applying to the increasingly popular idea of team owned television networks, it is clear that there are many complex factors included which determine the success of  a team and its network. With only two teams currently employing the successful option of owning the network which broadcasts its games, it is clear that many more will attempt to follow similar paths. Interest has been expressed by teams such as the Baltimore Orioles, the Washington Nationals, the New York Mets, and even a three way merger of the Chicago White Sox, Cubs, (the hockey franchise) the Black Hawks, and (the NBA team) the Bulls. While some teams are attempting to form these networks alone, others are working together with cable providers to form a split owned network. As the possibility of a team owned network is greatly reliant on the demand for the team and the region it would be broadcasted in, not every team is likely to produce a network. Alongside the games, the team has to develop other ideas of what to air, in order to make enough revenue from advertising to keep alive even when the team is not playing. The general perspective on team owned networks is promising, and it is likely that more will appear in the near future.
