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Does the NFL on the NFL 
Network Make Cents?

Stephen W. Dittmore, PhD
East Stroudsburg University

The Network is Born

“They created it to have viable alternatives if 
everybody doesn’t pay what the NFL thinks 
they ought to. It won’t be a meaningful 
network until they have live games on it.”
Barry Frank, vice chairman of IMG media, quoted by 

Daniel Kaplan in SportsBusiness Journal, May 5, 
2003

Four Years Later…

“The owners’ decision to put the games on 
the NFL Network was to help build a 24-7 
network about football. That is our goal. We 
are not concerned about making more money 
on another TV rights deal. We want to create 
a year round football network.”

Pat Bowlen, Denver Broncos President and Chairman of the 
NFL’s Broadcasting Committee, quoted by John Consoli in 

MediaWeek, April 23, 2007

Case Study Purpose

Using the business strategy of 
vertical integration, analyze the 
first year of broadcasting live 
NFL games on the NFL Network

RQ1: Did it make cents? (Was it 
profitable?)
RQ2: Did it make sense? (Was it 
practical?)

Why Vertical Integration?

Harrigan (1983) noted the 
benefits of vertical integration 
should be considered from two 
viewpoints: (a) internal benefits 
and costs, and (b) effects on 
competitive posture

Vertical Integration in Cable Television

Chipty (2001) examined 
the effects of vertical 
integration between 
programming and 
distribution in the cable 
television industry

Independent operators 
tend to exclude rival 
program services
Vertical integration does 
not harm consumers 
because of associated 
efficiency gains

Program Producers
(NFL)

Program Services
(NFL Network)

Cable Operators
(Directv, Comcast, etc)

Consumers in
Franchise Areas

Cable Television Industry 
Structure (Chipty, 2001)
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Vertical Integration in Sport

Vertical integration strategy allows a business more 
control over the production process, greater reduced 
costs, and possible increased sales margins (Slack 
& Parent, 2006) 
“Economic theory shows that vertical integration of a 
team and a media outlet may actually improve the 
well-being of consumers” (Leeds & von Allmen, 
2005, p. 90)

Is the same true for vertical integration of a league and a 
media outlet?

Vertical Integration in Sport

Research in sport has focused on the 
strategies and benefits of vertical integration 
within sport

Media ownership of sport (Gerrard, 2000; Law, 
Harvey, & Kemp, 2002; Rader, 1984; Stotlar, 
2000)
Sport ownership of media (Dittmore, 2006; Fry, 
2005; Rosner, 2003; Shilbury, 2001)

Benefits for Sport Ownership of Media

Opportunity to capture rents on television 
component of value chain (Foster, Greyser, & 
Walsh, 2006)

Affiliate or subscriber fees
Advertising

Single-sport networks provide advertisers 
with a targeted audience with high levels of 
loyalty to advertisers sponsoring their sport 
(Foster et al., 2006)

Importance of NFL for a Network

Rupert Murdoch paid $1.58 billion for four 
years in December 1993 for the rights to the 
NFL

Created immediate attention to his fledgling FOX 
network through a regular schedule of 
programming and Super Bowl broadcasts
Exposure magnified the network’s national 
visibility, elevated direct advertising revenues, 
and enhanced opportunities for network 
promotions (Andrews, 2003) 

Methodology

This case study employed the qualitative research 
techniques of description, analysis and 
interpretation (Wolcott, 1994)

Qualitative review of articles regarding the NFL Network’s 
first year of operation
Comparison of ratings data with ESPN’s Monday Night 
Football, the only other national distribution of football on 
cable
Content analysis of the eight NFL Network games with 
emphasis on advertising and in-game unit sponsors
Evaluation of NFL Network revenues and expenses

Carriage Debate

Primary issue for NFL 
Network was distribution

NFLN wanted up to $.70 
per subscriber on a basic 
digital tier
Many MSOs (e.g. Time 
Warner & Comcast) wanted 
to place the NFLN on a 
premium sports tier
New York State Supreme 
Court ruled on May 10, 
2007 that Comcast can 
move NFLN to sports tier  
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Congressional Hearings

11/14/06 – “Competition in sports 
programming and broadcasting: Are 
consumers winning” (Senate Committee on 
the Judiciary)
12/07/06 – “Vertically integrated sports 
programming: Are cable companies 
excluding competition?” (Senate Committee 
on the Judiciary)

Ratings
NFL Network v. ESPN

NFL Network
Game Averages

National Rating = 1.9
Cov Area Rating = 5.4
Share = 8.9
HHs = 2,062,000

Best
Dal-Atl (2.6; 7.4; 13)

Worst
KC-Oak (1.4; 4; 7)

ESPN
Game Averages

National Rating = 7.7
Cov Area Rating = 9.3
Share = 15.2
HHs = 8,533,000

Best
Cin-Ind (9.2; 11.1; 17)

Worst
NYJ-Mia (6.5; 7.8; 15)

Data from Nielsen Media Research reported in SportsBusiness Journal

Sponsor/Advertiser Integration

NFLN sold game units (e.g. halftime show) as part 
of packages that included other programming
“[Game units] were used to get advertisers to make 
much deeper commitments into the network. We 
went to each client and asked them how they 
wanted to wrap themselves around football 
throughout the year.”

Ron Furman, senior vice president of media sales for the NFL Network, 
quoted by John Consoli in MediaWeek, Oct. 30, 2006

Advertising Methodology

Games were recorded from Directv
Any advertisements or promos during 
commercial breaks were counted

Only the period between the beginning of the 
game and end of the game was included

In-game sponsor mentions were not included

Ad Frequencies

Promos for NFLN shoulder programming = 80
Including 19 during the final game
Plus an additional 34 for NFL-related products

Promos for Next Week’s game = 55
Wendy’s = 50

Sponsor of Wendy’s Halftime Show
Directv = 37
GMC = 36
Nissan = 35
Vonage = 34 (plus 14 for Vonage Total Access)

Sponsor of three-hour Vonage Total Access on Location 
pregame show

Advertising Findings

17.9% of advertisements were received for 
sponsors of the National Football League, 
according to 2006 SportsBusiness Journal 
Resource Guide

Game unit sponsors (Vonage, Wendy’s, Home 
Depot) were not sponsors

21.4% of advertisements were for the NFL, 
the NFL Network, NFL.com, Sunday Ticket, 
HBO’s Inside the NFL
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NFL Network Expenses

$100 million marketing campaign (Grossman & 
Higgins, 2006)
$400 million operating cost (Consoli, 2007)
Legal expenses

Senate hearings; Suit w/Comcast
$30 million est.

Negative public relations
????

Total 2006 costs = approximately $530 million+

NFL Network Revenues

Affiliate fees
$.70 per subscriber in 42 million homes (Lewis, 
2007) = $29.4 million

Advertising
$190 million in 2006, expected to climb to $260 
million in 2007 (Dempsey, 2007)

Sponsorship
Enhanced sponsorship value = $20 million est.

Total 2006 revenue = $239.4 million

Final Math

2006 expenses = $530,000,000+
2006 revenue = $239,400,000

Net operating income = -$290,600,000+

Questions?


