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The Chicago Blackhawks:

Greatest Sports Business Turnaround Ever?'

In January 2008, W. Rockwell “Rocky” Wirtz, chairman of the Chicago Blackhawks, one of
the “Original Six” National Hockey League teams in North America, was preparing to sit down
with his management team to put together a strategy to turn around the struggling organization.
Rocky had assumed control of the team four months earlier, after his father, longtime team owner
William “Bill” Wirtz, died suddenly, just a few weeks before the start of the 2007-08 season.

Years of fan frustration had made Rocky’s father the most reviled owner of a professional
team in the history of Chicago sports.” After a decade of mostly losing seasons, attendance at
Blackhawks home games had steadily declined to the second worst in the league. Furthermore,
Bill Wirtz's practice of trading star players and refusing to televise home games had alienated a
generation of Chicago hockey fans.

It still stung Rocky to recall what had happened on the opening night of the 2007-08 season
during what was intended to be a respectful tribute to his father:

At the insistence of his second-oldest son, Peter, Bill Wirtz was to be publicly honored on
this night—with a pregame speech by the team’s general manager, Dale Tallon, followed
by a moment of silence. The sons and daughters, in-laws, and grandchildren had
gathered in the owner's box, high above the ice in the $175 million, 960,000-square-foot
United Center, the arena that was Bill Wirtz's crowning achievement. A spotlight
snapped on. The white-haired Tallon, dressed in a gray suit, began his remarks.

Rocky Wirtz, the oldest son, the man who was now in charge, braced himself. He had
tried to warn his family—Peter in particular—about what would happen, what they had
let themselves in for. But nothing could have prepared the family for what followed.
Grumbles grew into jeers, jeers into hisses and catcalls. Then, at the first mention of Bill
Wirtz's name, a rolling thunder of boos—loud, sustained, and angry—swept the stands
like a moving curtain of dark rain.’

' Nathan Vardi, “The Greatest Sports-Business Tumnaround Ever,” Forbes, May 18, 2009.
? Bryan Smith, “The Breakaway: Chicago Blackhawks Owner Rocky Wirtz,” Chicago Magazine, November 2008,
T

Ihid

©2012 by the Kellogg School of Management at Northwestern University. This case was prepared by Scott Kannry 'l1 under the
supervision of Professor James Shein. Cases are developed solely as the basis for class discussion. Cases are not intended to serve as
endorsements, sources of primary data, or illustrations of effective or ineffective management. To order copies or request permission
to reproduce materials, call 847.491.5400 or e-mail cases(@kellogg northwestern.edu. No part of this publication may be reproduced,
stored in a retrieval system, used in a spreadsheet, or transmitted in any form or by any means—electronic, mechanical, photocopying,
recording, or otherwise—without the permission of Kellogg Case Publishing



CHICAGO BLACKHAWKS TURNAROUND 5-112-007

The Blackhawks had once been the most popular sports team in Chicago, but in 2004 it had
been named by a leading sports website as the worst franchise in the country.* Rocky knew he
and his team had to come up with an aggressive strategy t0 revive the team’s fortunes.

Overview of the U.S. Sports Industry and Major Leagues

The annual revenue of the sports industry in the United States in 2007 was estimated at $410
billion.® This reflected all sports-related spending, including tickets to sporting events (and related
purchases such as parking and stadium concessions), sporting equipment and apparel sales,
recreational activities, advertising sales for sports broadcasts, and sports-related publishing. Of
that total, the revenue for each of the four major pro fessional sports leagues was as follows:

e National Football League (NFL) $5.86 billion
o Major League Baseball (MLB) $5.20 billion
o National Basketball Association (NBA) $3.13 billion
o National Hockey League (NHL) $2.20 billion

Each of the four major leagues fielded a similar number of teams (NFL, 32; MLB, 30; NBA,
30; NHL, 30) that were geographically dispersed in major cities across the United States and, for
the NHL, Canada (see Exhibit 1). The length of the regular (or non-playoff) season varied
considerably across the leagues: NFL, 16 games; MLB, 162 games; NBA, 82 games; and NHL,
82 games. They were seasonally dispersed as well: the NFL played from September through
January; MLB from April through October; the NHL from early October through early June; and
the NBA from late October through mid-June, which meant that there were rarely more than two
leagues in operation at any given time.

Overview of the NHL

The NHL was founded in 1917 with four teams from Canada: the Montreal Canadiens,
Montreal Wanderers, Toronto Arenas, and Ottawa Senators. The so-called “Original Six” teams,
established in 1926, were the Boston Bruins, Detroit Red Wings, Chicago Blackhawks, New
York Rangers, Montreal Canadiens, and Toronto Maple Leafs.” The first major expansion
occurred in 1967, when the league added six more teams in Oakland, Los Angeles, Minnesota,
Philadelphia, Pittsburgh, and St. Louis. Further expansion occurred sporadically throughout the
1970s, 1980, and 1990s, with Nashville and Minnesota (to replace a team that had relocated to
Dallas) added in 2000 to reach the current total of thirty.

At the conclusion of the NHL regular season, sixteen teams qualified for the playoffs—four
rounds of a best-of-seven game format® that usually concluded in late May or early June, The

4 “The Mag: Ultimate Standings,” ESPN.com, 2004, http:/fespn. go.ccmispnnsnalion!leammnk|ngs!_!)rean’2004#ublc (accessed June
15,2012).

5 Jack W. Plunkett, Plunkett's Sports Industry Almanac 2007 (Houston, TX: Plunkett Research, Ltd., 2006).

“ Ibid.

7 With the exception of the Montreal Canadiens, all of the other teams founded in 1917 had ceased operations

¥ In a best-of-seven game format, the first team to win four games advanced to the next round.
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winner of the final round became NHL champion and was awarded the Stanley Cup, a 105-year-
old trophy well known not only for being large (it stands just under three feet tall) but also for
being the only trophy in professional sports engraved each year with the names of the
management, coaches, and players for the championship team.” The Stanley Cup was also unique
because members of the championship team were allowed to take it for one day during the off-
season to do with it whatever they liked. Most took the Cup to their hometowns to share it with
friends and family, which meant the Cup often traveled to several countries during the ten-week
off-season, always accompanied by the two caretakers employed by the NHL solely to guard it.

In the United States, the NHL appealed to fewer people than did other major sports.'’ Several
explanations commonly were offered to explain professional hockey’s relative lack of popularity.
First, hockey was a cold-weather sport, which made it more difficult for teams in the southern and
western United States to attract fans. Second, hockey was an expensive sport to play because it
required specialized equipment and dedicated facilities; as a result, many public schools and
municipalities that sponsored other youth sports did not have the budget to support hockey
programs,“ and fewer American youth played the sport and developed a lifelong interest in it.
Additionally, despite being one of the big four professional sports leagues, hockey simply did not
have the “American Pastime” attraction of baseball or football. Hockey attracted a much smaller
television audience than the other leagues; the value of the NHL television contract signed in
2005 was $207.5 million for three years, whereas the NFL contract signed in 2004 was worth $8
billion for six years.'> Forbes noted that nationally televised NHL games on NBC during the
2006-07 season drew a 1.1 Nielsen rating (which equals approximately 1 percent of total
elevision-viewing households), whereas NFL football games regularly reached 10 percent.”

Like other professional sports leagues in the United States, the NHL had experienced labor
problems between owners and their unionized players, but it was unique in being the only league
to have lost an entire season to a labor dispute. The 2004-05 season was canceled primarily
because the owners demanded a salary cap,” which they ultimately were granted. Any negative
effects from the lockout were short-lived and the league had prospered since that season—
according to Forbes, the average NHL franchise value increased 23 percent in the two years after
the dispute, and the league as a whole improved its performance from an operating loss of $96
million to a profit of $96 million.'* The report also stated that the average team’s most recent
annual profit was $3.2 million on $81 million of revenue.

% AL 105 years old, the Stanley Cup was older than the NHL it previously had been awarded to the champion of predecessor leagues.
10 According to a poll of sports fans, hockey was the favorite sport of 5 percent of Americans. Hockey was ranked sixth, behind
professional football (31 percent), baseball (16 percent), college football (12 percent), auto racing (8 percent), and men's pro
basketball (6 percent). Harris Interactive Poll, “Professional Football Continues Dominance over Baseball as America’s Favorite
Sport,” January 27, 2009, http:a’mrww_harrisinteractwe.coru.fvauh.f'Harris-lnu:ractive-PoII-Rescmh—Fave-Span—Zl}W-OI pdf.

I' Funding for public-school and community Sports programs was primarily determined based on popularity, therefore, baseball,
basketball, and football received priority over hockey. Additionally, because federal legislation (known as Title IX) required that
funding be provided equally to boys’ and girls’ sports, hockey, a predominantly male sport, was further disadvantaged.

1 Richard Sandomir, “Cable Company’s Ambition for a Network Proves a Salvation for the N.H.L.,” New York Times, August 19,
2005, Leonard Shapiro, “NFL's New Deals Worth $8 Billion” Washington FPost, November 9, 2004,
hup'.!fwww.washmgtonposi.compr-dynfanicleszMSd4-2004Nov8.html.

" Michael K. Ozanian and Kurt Badenhausen, “The Business of Hockey” Forbes, November 8, 2007,
http:/fwww.forbes.com/2007/ 11/08/nhl-team-values-biz-07nhl_cx_mo_kb_1 108nhlintro. html.

14 A salary cap was an agreement to limit the amount of money each team could spend on player salaries,

15 Ozanian and Badenhausen, “The Business of Hockey "
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Blackhawks History and Background

The Chicago Blackhawks were founded in 1926 when Major Frederic McLaughlin, a
Chicago coffee tycoon, paid a $12,000 entry fee to the NHL for the rights to establish a team in
Chicago. He then sPent $200,000 to purchase the entire roster of the Western Hockey League’s
Portland Rosebuds.'® The Rosebud name was not part of the deal, so the team was named after
the Sauk Indian chief whose moniker had been adopted by Major McLaughlin’s World War 1
army division."” The team was owned by McLaughlin until his death in 1944, when it was sold to
a syndicate led by team president Bill Tobin, and then, in 1954, to Arthur Wirtz (Rocky’s

grandfather).

From its founding through the 1970s, the Blackhawks were the most popular sports team in
Chicago, especially during the 1960s, when the team won the Stanley Cup and featured Bobby
Hull and Stan Mikita, two of the most revered athletes in Chicago history. The Blackhawks had
little competition from other Chicago sports franchises at that time. The Cubs and White Sox
baseball teams played in the summer and therefore did not directly compete against the
Blackhawks. The Chicago Bears football team was the only direct professional sports competitor
in the first half of the decade, but aside from one NFL championship, the team had little success.
Additionally, the football season ended in January, so until the baseball season began in April the
Blackhawks were the only active professional team in the city. That winter exclusivity ended in
1966, when the Chicago Bulls NBA team was formed, but interest in the Bulls was modest until
the 1980s, when Michael Jordan began his career with the team.

When Rocky assumed control of the team, the Blackhawks held the unfortunate distinction of
being the NHL team with the longest gap since winning a championship: forty-six years. The
Blackhawks had played in the finals in 1971 and 1992, but they had not won the Stanley Cup
since 1961. Despite the lack of championships, the Blackhawks still could claim many successful
teams and legendary players. In addition to Bobby Hull and Stan Mikita, the Blackhawks featured
two of the most successful goalies of all time, Glenn Hall and Tony Esposito, as well as Denis
Savard, Chris Chelios, and Jeremy Roenick, all of whom had been or were likely to be elected to
the NHL Hall of Fame.

Hockey fans were known to be particularly loyal, and Blackhawks fans were no exception
throughout the team’s history. The team regularly drew sellout crowds to the Chicago Stadium,
its home arena through the 1980s. This popularity was sustained into the early 1990s; after the
Blackhawks moved into the much larger United Center arena in 1994, it became the first NHL
franchise in history to average attendance of more than 20,000 fans per game."®

Finance

The Blackhawks were one of several businesses held by the Wirtz Family, whose Wirtz
Corporation also owned significant interests in the liquor distribution, real estate, banking, and

16 Bob Verdi, Chicago Blackhawks: Seventy-Five Years (San Diego, CA: Tehabi Books, 2000).

" Ibid

" “Chicago Blackhawks—United Center,” http://blackhawks.nhl com/club/page him?beid=fac_UnitedCenter (accessed May 10,
2012),
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insuranlce industries. Estimates put the annual revenue of the Wirtz Corporation at more than $1
billion."”

Shortly after assuming control, Rocky learned from the team’s accountant that the
Blackhawks faced an immediate $6 million cash shortfall and did not have the funds to pay player
and management salaries. The team’s financial performance had been in decline for the past
decade, as shown in Table 1. Rocky had no problem making a loan to the team from one of the

family’s other businesses, but he knew this could not continue indefinitely.

Table 1: Blackhawks Financial Performance

Operating

Value® Rank Revenue® Rank Income Rank
Year ($ in millions) (out of 30) (8 in millions) (out of 30) (% in millions) (out of 30)
1998 180
1999 185 66 7
2000 197 70 12
2001 200 8 72 ] 13 2
2002 218 8 78 9 7 6
2003 192 8 74 10 1 9
2004 178 10 71 13 9 3
2005° - == —_ — — —
2006 168 20 67 19 3 16
2007 179 16 69 19 (4) 19

* The team value comprised the following components: value attributable to revenue shared among all teams, value attributable to the
franchise's city and market size, value attributable to the stadium, and value of the brand.

® The average revenue breakdown in the NHL was 50 percent ticket sales, 22 percent broadcasting and media, and 21 percent in-arena
revenue, such as concessions and parking.

“ The 2004-05 season was cancelled because of a labor dispute.
Note: See Exhibit 2 for full information regarding all teams.

Source: Forbes's annual NHL valuation reports.

Ticket prices were a major problem facing the team. As shown in Exhibit 3, the Blackhawks
had the sixth-highest average ticket price during the 2001-02 season, but by the 2007-08 season
the team ranked 28 out of 30. After the 2004-05 season, the team reduced the prices of seats
directly behind the goals on the 200 and 300 level: these seats were considered less desirable than
those on the sides, which provided a better view of the entire rink. The only ticket prices that
increased from 2001 to 2007 were for the first row of seats in the 100 level; prices were
substantially increased as part of re-branding them as platinum seats with the best view of the ice
and new in-seat food and beverage service. (See Exhibit 4 for full pricing details for the 2007-08

season.)

Unlike many other NHL teams whose arenas were owned by state or local governments, the
Blackhawks enjoyed the benefits of a home stadium that was privately owned in a 50-50 joint
venture with the Chicago Bulls. The Blackhawks also had a brand that was well known and
recognized. Despite these advantages and its location in a large and vibrant sports market, the
team’s value decreased from $218 million in 2002 to $179 million in 2007. The Blackhawks had

19 yahoo! Finance, Wirtz Beverage Group Company Profile, http://biz yahoo.com/ic/43/43070.html (accessed June 15, 2012),
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regained the value lost in the wake of the 2004-05 cancelled season, but the team’s total value in
2007 still lagged behind the average 23 percent two-year increase and $200 million average team
value as estimated by F orbes >’

Marketing

Fan interest in the Blackhawks followed the same downward trajectory as finances, starting
in the late 1990s. As Exhibit 5 shows, the team filled its stadium for home games through the
1995-96 season, after which attendance steadily declined to 62 percent of capacity during the
2006-07 season.’’ This was the second-worst attendance record in the league, which averaged
attendance of 91.6 percent of capacity for home games (see Exhibit 6).12

Some of the decline in attendance could have been due to competition from other Chicago
sports teams. The strongest competition occurred during the 1990s, when Michael Jordan led the
Chicago Bulls to six NBA championships, but as shown in Exhibit 5, the Blackhawks still
achieved more than 100 percent capacity attendance during the first three Bulls championship
seasons (1991-93). The only other Chicago teams with significant achievements during that
period were the White Sox (MLB championship in 2005) and the Bears (played in NFL Super
Bow! in 2007). Sports fans, however, were generally known to be not only loyal and supportive
of their teams during losing seasons, but also partial to their sport of choice—which meant that
Blackhawks fans typically would not have turned to supporting the Bulls when the hockey team
had a bad season.

One of the most commonly cited reasons for the decline in the Blackhawks’ popularity was
the team’s refusal to televise home games. This practice was based on Bill Wirtz’s belief that
televising games would result in local fans staying home and not attending games; it was a
continuation of the radio policgf adopted by his father, which dictated that the first period of
games should not be broadcast. 3 As a result, Blackhawks home games were rarely broadcast on
television, and then only when it was known in advance that a prime game would sell out. Most
games played in opponents’ stadiums were broadcast on Comcast, the team’s cable television
affiliate, but most of these were played on the west coast and therefore started late in the evening,
which limited viewership in Chicago.

Personnel Overview: Front Office

Blackhawks personnel were divided into two categories: the front-office staff—which
included team executives and coaches—and the players.

In 2007 the Blackhawks front-office staff consisted of a small group of men who had been
running the team for many years. Bill Wirtz had been team president or chairman since 1966, so

¥ Ozanian and Badenhausen, “The Business of Hockey."

3 wNHL ~ Average  Attendance  since 1989-90,"  http://www.andrewsstarspage.com/index. php/site/comments/
nhl_average_attendance_since_1989_90/11 8-2008-09 (accessed May 10, 2012).

2 «NHL Attendance Report—2006-07," http://espn.go.com/nhl/attendance/_fyear/2007 (accessed May 10, 2012).

' The practice of not broadcasting (via either radio or television) was common during the early part of the twentieth century, when
team owners were fearful that broadcasts would dissuade individuals from attending games in person. One of the first leagues to
change this practice was MLB, which allowed teams to broadcast games beginning in 1932,
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he was the ultimate decision maker. His son Peter had been team vice president for twenty years
and had responsibility for all “off-ice” operations, including marketing, stadium concessions, and
community outreach. Lastly, Bob Pulford had been the team’s senior vice president since 1990
and was responsible for all “on-ice” matters. Pulford, who was widely regarded as Bill Wirtz’s
right-hand man, originally joined the team in 1977 and had served four times each as head coach
and as general manager. (See Exhibit 7 for biographies of top executives at the start of the 2007-
08 season.)

The most important front-office position for any professional sports team was the general
manager. Team owners had ultimate authority, but most provided the general manager with a
budget for players and coaches and gave them nearly full autonomy to decide how to spend it.
General managers were expected to know player and coaching ability better than any other front-
office executive and typically were held responsible for the team’s overall performance. The
Blackhawks’ general manager situation was unique in two ways: first, Pulford’s tenure was
unusually long; and second, even when Pulford was not serving as general manager, it was
widely believed he made all significant coaching and player decisions in accordance with Bill
Wirtz's preferences.

The member of the front-office staff most publicly associated with the team’s success on the
ice was the head coach. The Blackhawks had employed nine head coaches since the early
1990s—which was not out of line with the two- to three-year average tenure of NHL coaches—
but the team was known for its unwillingness to pay to hire coaches with past success. Of the nine
coaches employed during this period, only Mike Keenan (head coach from 1988 to 1992) had a
successful record with another team; Keenan had coached the Philadelphia Flyers to the Stanley
Cup finals in 1984 and 1987. The other eight either became head coaches for the first time with
the Blackhawks or lacked a record of significant success with other teams they had led. For
example, Dirk Graham, a popular former player and team captain, was hired almost immediately
after he retired from playing, despite having no coaching experience; the Blackhawks fired him
during his first season. Another example was Alpo Suhonen, a coach who had spent most of his
career in the European leagues and could barely speak English.

The Blackhawks had made other personnel decisions that proved unpopular with fans. One
example was the firing of national anthem soloist Wayne Messmer, whose legendary vocal talent
would keep the fans cheering throughout the entire song. One writer called this phenomenon
“legitimately one of the keepsake moments in all of spc»rts.”z't Messmer was fired because he
joined the ownership group of the Chicago Wolves, a minor-league hockey team, which Bill
Wirtz and Pulford considered an act of treason. In 2006 and without any explanation, the team
released longtime popular radio and television announcer Pat Foley, who was immediately hired
by the Wolves to serve as the team’s primary announcer. Some of Bill Wirtz's decisions were
almost comical, such as his firing of the team doctor during the middle of a game in 1996 after
accusing him of conspiring to aid the opposing team.”

M George Johnson, “Worst Franchise: Blackhawks,” ESPN.com: Page 2, April 14, 2006, http://sports.espn.go.com/espn/page2/
story?page=johnson/060417_blackhawks

3 grian McFarlane, The Blackhawks (Toronto, ON: Stoddart, 2000), 1 18-120.
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Personnel Overview—Players

Any discussion of player personnel must mention the league-wide salary cap that was
instituted for the 2005-06 season. The NHL team owners demanded the salary cap as a way of
controlling escalating player salaries; previously, owners had no set limits on how much they
could spend on any player or the entire roster. With the salary cap in place, teams were limited to
$50.3 million for total player salaries, an amount that included performance bonuses but excluded
salaries of players affiliated with minor-league teams, so a player who was demoted to the minor
leagues during the season would not count against the salary cap.”® Proponents of the salary cap
argued that it promoted greater parity among teams and made the league more attractive to fans,
but it made the job of the general manager more difficult. Underperforming players became more
difficult to trade because other teams did not want those salaries to count against the team’s
limited salary-cap space, and although teams had the option to send players to the minor leagues
to evade the salary cap, few owners wanted to pay major-league salaries to minor-league players.

Under Bill Wirtz, the Blackhawks had a history of action (and inaction) that alienated star
players. Among Blackhawks fans, the most egregious example was allowing Bobby Hull to
defect to the Winnipeg Jets of the startup World Hockey League. Hull, who had led the
Blackhawks to the Stanley Cup championship in 1961, was the most popular athlete in Chicago
and one of the best players in the entire league, but his relations with team management soured
during the process of negotiating a new contract. After Bill Wirtz offered only a fraction of what
Hull was asking, he left for a richer contract with the Jets that included a $1 million signing
bonus. The Blackhawks made a last-ditch effort to offer better terms, but Hull’s mind was already
made up.”” Hull—who was widely regarded as one of the greatest ice hockey players of all
time—never reconciled with the Blackhawks. The estrangement was SO significant that the team
later refused to consider signing his son Brett when he expressed an interest in playing for the
Blackhaﬁvks; Brett Hull, playing for other teams, went on to become the third-best scorer in NHL
history.

The Blackhawks also had strained relations with several of the team’s other former stars. Stan
Mikita and Tony Esposito, other star players from the 1960s and 1970s, rarely attended
Blackhawks games after they retired and had no formal relationship with the team. In 1996 the
Blackhawks traded all-star and fan favorite Jeremy Roenick to the Phoenix Coyotes after failing
to agree on a contract extension, despite Bill Wirtz’s public promise to make Roenick a
Blackhawk for life. A few years later the Blackhawks traded Chris Chelios and Ed Belfour, the
other players who, with Roenick, were the core of the 1992 Stanley Cup finals team. All three
players continued to have successful careers with other teams—Belfour and Chelios won Stanley
Cup championships with the Dallas Stars and Detroit Red Wings, respectively—whereas the draft
picks?” the Blackhawks received in return for the trades never achieved a comparable level of

success.

¥ The salary cap was structured Lo increase (or decrease) each season based on overall league revenues, $50.3 million represents the
salary cap for the 2007-08 season.

1 McFarlane, The Blackhawks.

* Ibid.

2 The draft was the process the NHL and other leagues used to allocate new players to teams. Teams took tums selecting from the
pool of eligible players, with the worst-performing teams picking first in each round. Once a player was drafted by a team, no other
team was allowed to negotiate with him.
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The Blackhawks who took the ice on opening night of the 2007-08 season did not include
any of the NHL’s elite players. (See Exhibit 8 for statistics from the 200607 season, as well as
salary-cap and contract-length information.) The team did have several players with potential,
however: Martin Havlat was the team’s best skater and biggest scoring threat, but he had been
limited by injuries throughout his career; Nikolai Khabibulin was the NHL’s best goaltender
during the 2003-04 season when he led the Tampa Bay Lightning to the Stanley Cup and had had
five shutouts during the playoffs; Tuomo Ruutu was the ninth overall draft pick in 2001 and
scored twenty-three goals during his rookie season, but he had played only fifteen games during
the 2005-06 season because of injuries. Additionally, Brent Seabrook and Duncan Keith were
developing into solid defensemen.

Most important, the roster contained the team’s highly prized rookies: Jonathan Toews and
Patrick Kane. Kane was the number one overall pick in the NHL draft, and Toews was number
three. Fans hoped the poor team performance that gave the Blackhawks the opportunity to draft
these young stars would finally pay some dividends.

2004 ESPN Ultimate Rankings

The Blackhawks’ low point came in 2004: being named “The Worst Franchise in Sports” by
ESPN. This annual study ranked 120 teams from the four major North American sports leagues
on six dimensions (see Exhibit 9). Overall, the Blackhawks ranked 119, just ahead of the
Houston Texans, a brand-new NFL team. The Blackhawks were ranked last in four of the eight

categories and only slightly better in the remaining four.

Rocky Wirtz Assumes Control

Immediately after Bill Wirtz’s death, Blackhawks observers expected Peter Wirtz (Rocky’s
younger brother) to assume oversight of the team. Peter had served as the team’s vice president
for twenty years, while Rocky had focused on the family’s liquor business and had barely been
involved with the team in any capacity. A few days after Bill Wirtz’s funeral, however, the family
announced that Rocky had assumed chairmanship of the team and Peter had resigned to focus on
other interests.

Rocky knew he would have to act quickly and decisively to build goodwill with fans. First,
he reassigned his father’s right-hand man, Bob Pulford, to a non-hockey role in the family
organization, This cleared the front office of the people who were viewed by many fans as
accomplices in the team’s decline.

Second, even though the season was already underway, Rocky quickly negotiated a cable
television deal with Comcast to broadcast twelve home games during the remainder of the season.
So few companies were interested in sponsoring the Blackhawks that the team could not cover
the costs of radio broadcasts with sponsorship dollars and had to purchase its own airtime; as a
result, Rocky had to leverage his family’s liquor business connections to sign Diageo PLC as a
major sponsor. With Comcast’s help, he was able to secure the commitment of the Chicagoland
Chevrolet dealers to be the presenting sponsor of the broadcasts.

Finally, Rocky hired John McDonough from the Chicago Cubs to serve as the team’s
president. McDonough was credited with turning the Cubs into one of the most popular teams in

KELLOG(G SCHOOL OF MANAGEMENT 9
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baseball despite the fact that the team hadn’t won a World Series championship since 1908 and
was thought by many to be doomed to eternal failure. Rocky sensed an opportunity based on an
impending sale of the Cubs and was able to persuade McDonough, who was serving as the Cubs’
president, to join the Blackhawks and take day-to-day responsibility for the franchise.

On the ice, the team was drawing more interest because of rookies Kane and Toews. Kane
had scored the winning goal on opening night and both had been playing very well. In the NHL,
teams were given a limited time at the beginning of the season to decide whether to keep rookie
players on the full-time roster or send them to the minor leagues for further development. That
window had passed, so Kane and Toews would stay on the Blackhawks roster for the entire

season.

Next Steps

Rocky knew that his initial moves and the success of Kane and Toews were not enough; he
and the team’s management needed to answer some difficult questions:

e The team was in a perilous financial state and needed to increase revenue, but what could
Rocky do when he felt the Blackhawks' performance over the past few years did not
justify an increase in ticket prices?

e Unquestionably, Bill Wirtz had completely alienated many of the team’s fans. How could
Rocky and McDonough rebuild—and grow—the fan base?

e Rocky had already used his liquor-business connections to secure sponsorship for the
home television broadcasts. How could he convince future potential partners that the
Blackhawks represented an attractive marketing opportunity?

e When Rocky took over the team, fewer than twenty front-office personnel worked in
marketing, finance, and operations; most sports teams had close to one hundred. How
could the Blackhawks attract talented people to work for a barely-respected sports team?

e Even with two promising rookies, a winning roster of players could not be built
immediately; in addition, the Blackhawks’ reputation made it hard to attract the league’s
top players. How could Rocky and his staff attract top athletes in this environment?

10 KELLOGG SCHOOL OF MANAGEMENT
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CHICAGO BLACKHAWKS TURNAROUND

Exhibit 1: Major U.S. Sports Leagues, Cities and Teams

City NHL NBA MLB NFL
Anaheim, CA Ducks Angels

Atlanta, GA Thrashers Hawks Braves Falcons
Baltimore, MD Orioles Ravens
Boston, MA Bruins Celtics Red Sox Patriots
Buffalo, NY Sabres Bills
Calgary, AB Flames

Charlotte, NC Bobcats Panthers
Chicago, IL Blackhawks Bulls Cubs & White Sox Bears
Cincinnati, OH Reds Bengals
Cleveland, OH Cavaliers Indians Browns
Columbus, OH Blue Jackets

Dallas, TX Stars Mavericks Rangers Cowboys
Denver, CO Avalanche Nuggets Rockies Broncos
Detroit, MI Red Wings Pistons Tigers Lions
Edmonton, AB Oilers

Green Bay, Wi Packers
Houston, TX Rockets Astros Texans
Indianapolis, IN Pacers Colts
Jacksonville, FL Jaguars
Kansas City, MO Royals Chiefs
Los Angeles, CA Kings Lakers & Clippers Dodgers

Memphis, TN Grizzlies

Miami, FL Panthers Heal Marlins Dolphins
Milwaukee, WI Bucks Brewers

Minneapolis/St. Paul, MN Wild Timberwolves Twins Vikings
Montreal, QC Canadiens

Nashville, TN Predators Titans
New Jersey, NJ Devils Nets

New Orleans, LA Hornets Saints
New York, NY Rangers & Islanders  Knicks Mets & Yankees Giants & Jets
Oakland, CA Warriors Athletics Raiders
Orlando, FL Magic

Ottawa, ON Senators

Philadelphia, PA Flyers 76ers Phillies Eagles
Phoenix, AZ Coyotes Suns Diamondbacks Cardinals
Pittsburgh, PA Penguins Pirates Steelers
Portland, OR Trail Blazers

Raleigh-Durham, NC Hurricanes

Sacramento, CA Kings

Salt Lake City, UT Jazz

San Antonio, TX Spurs

San Diego, CA Padres Chargers
San Francisco, CA Giants 49ers
San Jose, CA Sharks

Seattle, WA Supersonics Mariners Seahawks
St. Louis, MO Blues Cardinals Rams
Tampa Bay, FL Lightning Devil Rays Buccaneers
Toronto, ON Maple Leafs Raptors Blue Jays

Vancouver, BC Canucks

Washington, DC Capitals Wizards Nationals Redskins

KELLOGG SCHOOL OF MANAGEMENT
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5-112-007 CHICAGO BLACKHAWKS TURNAROUND

Exhibit 4: Seating Chart and Ticket Prices, 2007-08

2007-08 TICKET PRICES

100-Lovol Platinum Tickets
dns Seats How 1
100-Lovel Tickets:
At Sections. Rows 2-19
§ir 3 {-Game Prce
200-Level Tick

1%

13 215220 233234
200-Lavel Tickots:

Soctons 204.214, 221.231 Rows 148
300-Lovel Tickots
Sechons 301-305. 513.322. 330-334. Rows )
100-Level Tickets:
Sections 323-129, 306312, Rows 1-2: Sec. 301305 313-322, 330-334, Rows 812

@ Fnce

10 ol Tickeis

2320 306317 Hows 37 5Sec 30305 330330 Hows 1337 Sec 113 314 321,322, Rowws 1317

300-Level Tickels:
Sections 323-329, 306-312, Rows 817
vargy ol Day of-Gamo Poce

Source: Internet  Archive, ‘Chicago Blackhawks 2007-08 Ticket Prices’
hitp://blackhawks. nhl.comftickets/seatingandpricing.htm (accessed May 10, 2012)

53.250"
L
§1 800

$1.125
$315

675

$220

5198

et

420

$295

$220

Ay

Singly Gt
5275 S840
$85 W0
&7 85
560 S&b
545 850
$30  §i2
$4

520 S0
$10 5§15

http://web.archive org/web/20071012151901/
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CHICAGO BLACKHAWKS TURNAROUND 5-112-007

Exhibit 7: Key Blackhawks Front-Office Personnel at Start of 2007-08 Season (prior to
death of Bill Wirtz)

WILLIAM W. WIRTZ, CHAIRMAN AND TEAM PRESIDENT

William Wirtz was a 1950 graduate of Brown University and immediately joined the Chicago
Blackhawks after his father, Arthur Wirtz, purchased the team in 1954, He became team president in 1966
and also served as chairman of the NHL board of governors, stepping down after the 1991-92 season.
Wirtz was inducted into the Hockey Hall of Fame in 1976 and the U.S. Hockey Hall of Fame in 1985 and
received the Lester Patrick trophy in 1978 (awarded for significant contributions to the game of ice
hockey). Wirtz also served on the 1980 and 1984 U.S. Winter Olympic Committees.

ROBERT J. PULFORD, SENIOR VICE PRESIDENT

Robert “Bob” Pulford had spent his entire life in hockey, first as a player and then in various levels of
management. His playing career began in 1956 with the Toronto Maple Leafs and went on to include 1,079
games, with Pulford winning Stanley Cups with Toronto in 1962, 1963, 1964, and 1967. Pulford
transitioned to management in 1972, when he became the head coach of the Los Angeles Kings. He spent
five seasons in Los Angeles before joining the Blackhawks in 1977 as head coach and general manager.
Pulford became senior vice president of the team in 1990, but returned often either to coach the team or to
act as its general manager during transitional periods. He also served as an alternate governor of the team
and was elected to the Hockey Hall of Fame in 1991.

PETER WIRTZ, VICE PRESIDENT

Peter Wirtz oversaw all off-ice operations for the Blackhawks in his role as vice president. Some of the
community programs initiated under Wirtz's guidance included: The Blackhawk Cup—Illinois High
School Finals, CBC Holiday Hockey Tournament, StreetHawks, Junior Hawks, RollerHawks, and
Blackhawk Hockey Camps. Since 1983 Wirtz had also owned and operated Bismarck Enterprises, the
entity that provided all food service, catering, and merchandising to the United Center.

DALE TALLON, GENERAL MANAGER

Dale Tallon was the Blackhawks' general manager, having served in that role since June 2005. Tallon
originally was the Vancouver Canucks’ first-round draft pick (second pick overall) in the 1970 draft. He
went on to play for a total of ten years, scoring 98 goals with 238 assists in 642 games with Vancouver,
Chicago, and Pittsburgh. After retiring as an active player, Tallon returned to Chicago to serve as the
Blackhawks’ color television analyst for sixteen seasons before joining the front office as director of player
personnel in 1998. He also served as the team’s assistant general manager between 2003 and 2005.

DENIS SAVARD, HEAD COACH

Denis Savard was the head coach of the Chicago Blackhawks and also ranked as one of the team’s all-
time most popular players. He was drafted by the Blackhawks in 1980 (third overall pick) and played two
separate tours with the team: 1980-90 and 1995-97. Savard was involved in one of the team’s most
controversial trades, when he was sent to Montreal in exchange for Chris Chelios (who subsequently
became the team captain and one of the most popular players). Savard won a Stanley Cup there in 1993.
Overall, Savard played 1,196 regular-season games in the NHL, scoring 473 goals and 865 assists for a
total of 1,338 points, the twenty-ninth best player record of all time. After retiring in 1997, Savard
immediately became an assistant coach with the Blackhawks, and he was named head coach of the team in
2007.

Source: Adapted from biographies in the Chicago Blackhawks 2007-08 Media Guide.

18 KELLOGG SCHOOL OF MANAGEMENT



61

INIWIDVNYIA 40 TOOHDS DD0TTEY

LAMYIVS TVIOL  00F'6LY LY
000'056 968°0 L0°E L L 9 ¥ 4" jouled ‘awie
pesnuos uo Buuiewsas siesk oml  000°05L'9 2060 98z L S 9z sz 09 1BJOYIN ‘UliNgIgeY
AS YO 0S8 110 1 M d9 saljeon
000'GL¥'L ge z 0e ] S L 14 a 1a1puy ‘uiznAz
000'295 (=1 € 6E oL 8 z 0s a Sawer ‘HSMBIUSIN
pesuoo uo Buuewas sesk 3u0  000'009'F LLL L vz 9z 5L L 85 4 uosE[ 'SWElIAA
ooo'seze’t 05 £ £5 & 9 L gy a wip ‘19auuapuen
J0BLUOD UD
Bujuiewal sjeak 221y ‘UOSESS 300Y 000'058 4 UBYJBUOP ‘SMa0
000'09€E'L ¥0L 4 vl £2 6L 14 144 a juaig ‘jedog
penuoo uo Buuiewal sieskoml  000'GLL 091 Gl- ¥L ge SL 0z 08 4 youed 'dieys
penuoo uo Buluewal Jeak U0 00¥'ZV6 44" o ¥0l ¥Z 0z t L8 a juaig ‘yooigess
000'52S'E FLL ¥ oL 9z 13 6 €9 4 1sfiiag ‘Aouoswes
Joriuoa uo Buurewss siealk oM 0oo'sz8’'L GLL ¥ 56 8¢ [ Ll 1L 4 owonj] ‘mnny
000'00S'+ Lo z 0E £E 14 61 6F 4 Jlue ‘ineauad
penuod uo Buuiewsal 1esh suo 000'00%'2 zolL PL- 86 174 L £l z8 4 uigep ‘ajuiodeT
000'000'% 99l 4" 99 25 £E 6l 18 4 uaqoy ‘Buen
000'SZS € £= 88 0 0 0 6 4 piAeQ 1203
yoenuood uo Buluiewas siesk saiyl  000'SLY'L zZlL 0 9. K 62 z z8 a ueaung ‘yyay
JOBJJUOD UO
Buiuiewsas sieak aaJy | "UOSESS 300Y 000's.8 4 NoUed ‘aue
10~90, Buunp puejul4 u pakeld 000'00L a ,snubeyy ‘uossueyor
eijuoo uo Buuewal siesk oMl 000'000'9 9Ll Gl 82 L5 4 sz g5 4 uiep ‘1ejreH
pesjuod uo Buiuiewal Jesk auQ  000'SLS zL o z 0 0 0 6 4 wepy ‘ysung
joesuoo uo Buluewsl Jeak sup 000's28 28 i 8t Ll 0L L a4 4 auay 'snbinog
000'059 LS 0L- 8 8 L L €€ 4 ukney| ‘swepy
sBjON ..ﬁ._ deg 908 o+ JNId Sld  .Sisissy  S[e0o9 «dO sod aweN
B|ES

LOO-TLI-S

NOSV3S L0—-9002 WO¥4 SOILSILVLS
12150y WBIN Buluado £00Z Symeuwoelg 8 HqIux3

ANNOYVNUNL SIAMVHNDVIE 09VIIHD



0z LNAWIOVNYIA 40 TOOHDS DO0TTEY

‘(z1L0Z ‘0L Aepy passaooe) L £00Z0200Z=Pi& WIY 3100SX0G/qNDL0Y [Yu sYMeYNDe|q// diy ,'L0DZ/90/01 "SHMELPEIE “SA sBun pay. ‘8unog

‘9,AS LL6'0 B pey aljeob 1sayby-yua) ay) pue
'9,AS 6Z6'0 B pey uoseas Jejnbas L0—900Z 3Yi Jo} Japes| 3yl 1suieBe sjous [2)0) AQ PAPIAIP 2PELL SSAES JO 1aqUINU aU} SB P3jEjnofEd si1e1s sy (Ajuo saleob o) a|geoidde) abejuaaiad anes = AS

“yvO 86°Z & pey aieoh 1seybiy-yus) ay) pue vyo
16°L & pey uoseas sejnBal £0-900Z 3k 1o} Japes) sy "pakeld sajnuiw Aixis Jad pamojje sjeob Jo J3qWNU 3y} SE PajeInajes si jeis siy| “(Ajuo saieob o) sjqesydde) abesae jsulebe s|eog = Wvo

‘snajnys § pey aieob jseubiy-yius) YL 'sINoInys Z| pey uoseas Jeinbas 0-900Z U Buunp Jepes| nojnys sy “(Auo saijeoB o} ajgedidde) inojnys = OS

"ajgejiEAR JOU BJaM SOIISIE]S sieak snonaid ajqesedwod 'BUDJSIaYI TTHN SU) Ul sUDSESS SI¥oQU JISY} Ul Yiog SUSM SMI0 | UBYJIEUO[" PUB SUE) ¥3Uled

“(ZL0Z 'D1L A2y passaooe) 200Z/SSUBlES/SHMENIe|E/Yu/Aex00Y

Jerepspodsaucokepojesn‘jualuco)/dpy 'seUejes symewioelg o6EaD B0—L002. Wol) EIEp AJBIES U £'0S$ 18 13§ SEM UOSESS 80—/00Z 3y} Joj deo Aueies 3y "deo Aiejes auj yim ueijdwioo s|
1l JaUlaYM SaUlULLIB|ap Wea) B 1o} deo Aiejes ajebaibbe ay| ‘joeijuod 8yl jo (s1eak ul) uoneinp ayy Ag esuod s akeid e jo anjea [e1o} 3y} Buiplaip Ag pauilusiap sty deo Aejes ay) uH deg Lees
‘508 §0€ pey sakeid 1saybiy-ylua) syl pue 'DOS Z6E Pey Jakeld DO doj By} 'uosess seinBas L0—-9002 3y} Buung 'jeob Lo sIoys = D0S 4

‘L4 B pey Jaked -+ 159ubiy-yjus) syl pUe 'Lp+ B pey Japes) -+ 3y} 'uosess /0—o00c aul Buung ‘a3l Y} UO S| 8Y 3[IYM S31005 Jusuoddo sy i -, & pue 33|
3} U0 51 3Y BJIYM P10ds §I [E0D SAISUSLO UE || .+, B PIPIBME S| saked v “uonoe Ul st Jade|d jey) I|Um 1suieBe pasoos sjeob snsioa pauoas sjeob jo jenualayip ay) sainseau (.snuip-snid, EY'E) -+,

"sajnuiw Ajeuad = Wid ,

-syuiod 6 Pey J2100s Juiod jseyBIY-yus) 24| “siutod 0zZL pey uosess JenBal 20—900Z au Bulnp 121005 JuIod doj AU L "SISISSY + S|ECD = SII0d Sid,
‘56 pey Japinoid 1Sisse jSauBIy-ylua) 84 "SISISSe Z6 pey uoseas JejnBal £0-900Z 3Y) Buunp Japes) ISISSE 3y SiSISSY ,

0w peu 11008 [eoB seybiy-ua) ay ‘siecb zg pey uosess senBia 409002 3y Buunp J100s |eob doj 3y 'sie0D

“(ssunful
10} Buunoooe jou) saweb g |ses| je paked Ajensn sieuuopad doy ing ‘saweb uoseas-ignbas zg |je ul paderd siadeid ma) Lap -saweb zg Jo pajsisuco uoseas senbas ay) "pakeld sawen =49,

(panunuod) g NqIyYx3

LOO-TII-S ANNOUVYNUNL SMAMVHMD VI 0DVOIHD



5-112-007 CHICAGO BLACKHAWKS TURNAROUND

Exhibit 9: ESPN Ranking Methodology and Summary of Top Ten and Bottom
Ten Teams

Bang for the Buck (BNG): Wins during the past three years (regular season plus post-season) per
revenues directly from fans, adjusted for league schedules

Fan Relations (FRL): Openness and consideration toward fans by players, coaches, and
management

Ownership (OWN): Honesty and loyalty to core players and local community
Affordability (AFF): Price of tickets, parking, and concessions

Stadium Experience (STX): Quality of arena and game-day promotions, as well as friendliness of
environment

Players (PLA): Effort on the field and likability off it
Coaching (CCH): Strength of on-field leadership

Title Track (TTR): Championships already won or expected in the lifetime of current fans

Team Overal BNG FRL OWN AFF STX PLA CCH TIR
San Antonio Spurs (NBA) 1 4 1 2 4 7 1 18 2
Dallas Mavericks (NBA) 2 12 2 5 20 3 7 17 34
Green Bay Packers (NFL) 3 24 3 1 6 4 19 51 8
Detroit Pistons (NBA) 4 18 7 17 9 18 3 24 23
Kansas City Chiefs (NFL) 5 44 4 4 19 10 5 2 33
Anaheim Angels (MLB) 6 19 11 18 21 19 15 5 1
Tennessee Titans (NFL) 7 48 9 19 13 1 2 T 21
Edmonton Oilers (NHL) 8 1 16 57 8 4 41 44 41
Arizona Diamondbacks (MLB) 9 18 20 34 17 38 61 14
Ottawa Senators (NHL) 10 6 17 26 27 41 51 38 42
Milwaukee Brewers (MLB) 11 75 106 119 58 66 84 66 118
Detroit Tigers (MLB) 112 114 117 108 96 88 117 65 65
New York Rangers (NHL) 113 119 107 86 116 74 119 11 43
Portland Trail Blazers (NBA) 114 55 120 100 103 92 120 56 81
New York Knicks (NBA) 115 116 114 102 119 82 115 117 104
Atlanta Hawks (NBA) 116 98 115 113 110 99 113 113 117
San Diego Chargers (NFL) 117 94 116 118 111 117 114 114 110
Arizona Cardinals (NFL) 118 64 118 17 95 121 116 104 119
Chicago Blackhawks (NHL) 119 101 119 120 120 120 118 106 120
Houston Texans (NFL & New Team) 120 N/A 8 B 40 6 21 37 60

Source: “The Mag: Ultimate Standings,” ESPN.com, 2004, htlp:ﬁespn.qo.camfsportsnatiorutearnrankingsf__fyear!zommable.
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