Luxury Suite Sales in Professional Sport: Obtaining and Retaining Clients
Abstract


The purpose of this exploratory study in luxury suite sales is to further the knowledge of those selling and leasing suites to customers. Luxury suite revenue accounts for an average annual of $9.8 million per professional sports venue in the United States (Lawrence, Contorno, Kutz, Hendrickson, & Dorsey, 2007). While revenue generated from luxury suite sales is an important part of a professional team’s income stream, there is need for more research related to customer acquisition and retention strategies. 


Sales teams consistently strive to initiate new relationships with prospective clients and cultivate relationships with existing clients. Having a better understanding of client needs should lead to improved renewal rates. With an average of 7.6 suites per venue unsold in 2007, suite professionals can use the information from this research to leverage additional new sales and renewals (Lawrence, et. al). Organizations must understand buyer motivations for purchasing and renewing luxury suites as well as how the buyer of the luxury suite evaluates sufficient return on investment (ROI). The results indicated that a greater understanding is needed as to suite owner motivations in purchasing and renewing suites and how ROI is defined and measured.
State of the Industry

Professionals in luxury suite sales have very little guidance in literature to assist in selling luxury suites. Academic literature has only recently begun to address this discipline (e.g., Lawrence & Moberg, 2009, Lawrence, et. al., 2009, Lawrence & Kahler, 2007). To date, there is no academic literature specifically focused on client motivations for luxury suite purchases and renewals. There is, however, much popular media attention in the area of luxury suites. The high cost of suites and the opening of new sports venues, combined with an economic downturn in the United States in 2008 and 2009, has contributed to a renewed interest in premium seating in professional sports. 


In 2009, new sport venues opened around the country featuring high priced seating options and offering a plethora of luxury amenities. Citi Field, the New York Mets new stadium, features 39 Empire Suites each worth $275,000 per year and 10 Sterling Suites with a price tag of $500,000 per year (Li, 2008). The NFL’s Dallas Cowboys new stadium will feature approximately 300 suites ranging in price from $100,000 to $500,000 per year (Mosier, 2009). For both venues, luxury suite sales have been strong, with many of the suites sold well before the stadium openings. It is not uncommon for new facilities to have strong premium seating sales due to the excitement surrounding the new venue. But, for venues that are not new, selling suites can be more challenging. 

The leading professional organization for premium seating sales, the Association of Luxury Suite Directors (ALSD), has recognized a changing landscape in suite sales and renewals, and as early as 2004, ALSD executive director Bill Dorsey noted that “[p]remium seats do not sell themselves anymore” (Stone, 2004, p. 1). The ALSD has taken a somewhat humorous approach to the challenges that lay ahead for suite sales professionals by creating a list of “new rules” for the premium seating industry, including some of the following: 
Thou Shall Create and Sell Value, Not Luxury
Thou Shall Understand that ROI is King
Thou Shall Provide Added-Value Services
Thou Shall Employ New and Different Value Propositions
Thou Shall Maintain Service at the Highest Level
Thou Shall Embrace the Latest that Technology Has to Offer
Thou Shall Prospect for Customers in Non-Traditional Business Groups
Thou Shall Grow Knowledge with New Research
Thou Shall Embrace Change and Learn to Adapt 
And Finally:
Thou Shall Not Rely on Old Rules That No Longer Work (ALSD, n.d., ¶ 2).
The approach of the ALSD certainly is attention grabbing, but the underlying warning to suite professionals is that they must adapt to the changing marketplace or be left behind. 


Sport has seemed to be recession proof in the past, but the current school of thought is that the recession will impact sports much more heavily than in previous times of economic hardship (e.g., Van Riper, 2008a & 2008b; McCarthy, 2008; Walker, 2009). It has been reported that about a quarter of the $10 billion annual sport sponsorships come from the financial-services industry (Van Riper, 2008). Lawrence et. al. (2007) also found that banks and bank holding companies represented the largest percentage of suite purchasers with 6.9% ownership of suites. Given the current struggles of the banking and financial industries in the United States, it is likely that these companies will not be purchasing new suites and may be unable to sustain their current ownership levels as contract renewals approach. For example, Representative Elijah Cummings has noted that 

It is absolutely unconscionable that a company would ask for billions of dollars from taxpayers who are struggling to keep their homes and pay their bills, and then spend $850,000 of that money on a luxury skybox to watch a baseball game (Birger, 2008, p. 19).


There is also heavy reliance on sponsorship and suite revenues in professional sports to sustain existing levels of team operations. It was estimated in 2008 (Badenhausen) that sponsorship and premium seating accounts for 20% of NFL team revenues and 35% of NHL revenues. Suites will continue to play a prominent role in new construction because the potential for revenue is great, and increased construction costs will require higher debt service payments that can be supported by suite sales. Thus, in this changing economy, suite sales professionals will need to investigate new business types and new approaches to selling and become more aware of the motivations of clients to purchase and renew suites. This will allow teams to recoup revenues that will diminish in the near future as some segments of industry will not be able to sustain their current involvement with the teams and as the novelty of new venues wears off. 

Methodology

The researchers conducted interviews with 22 premium seat sales professionals from the four major sport leagues (NBA, MLB, NFL, and NHL). All participants have direct responsibility for luxury suite sales and renewals. Questions asked related to perceptions of buyer motivation to purchase luxury suites, the importance of ROI to luxury suite clients, and the importance of servicing suite accounts. Twelve open-ended questions were asked, and phone interviews lasted between 15 and 25 minutes. The sample was split evenly among teams in small, medium, and large market areas. Representing markets of various sizes and demographics was important to ensure the results are applicable to the greatest number of teams possible.

Results & Discussion

Through analysis of the responses by the participants to the questions asked, three main categories emerged. Thus, responses were divided into the three main categories of investigation: a) perceptions of buyer motivation, b) perceptions of the importance of ROI, and c) perceptions of importance of service. These categories begin to help the industry understand what suite sales professionals think their clients’ needs/wants are with respect to luxury suites. 
Perceptions of Buyer Motivation

When luxury suite sales professionals were asked about why their corporate clients purchase and renew their suites, three main reasons were identified. Sales professionals feel that their clients want to have strong ROI, use the suite experience to build business memories and relationships, and create a feeling of exclusivity by partnering with the team.


The definition of ROI was not established by suite professionals in their response to this line of questioning, but nonetheless it was felt that suite owners want to know there is a return back to them as a result of their significant financial investment in purchasing a suite. The exact nature of that return has yet to be identified. The ability for the suite owner to spend hours interacting with current and potential clients is seen as a highly valued aspect of suite ownership. This “face time” is quality time, unlike that available during formal business interactions. Sales professionals indicated that their suite clients hope that those they entertain connect their positive suite memories with the sponsoring company, thus resulting in future business interactions. In the suite setting, the informal nature of the interactions allows quality relationship building among individuals. 


The exclusivity of being in a suite was felt to be a key component in securing new business and keeping current suite clients renewing ownership. Through suite ownership, businesses establish a prestigious partnership with team and facility. This, in turn, establishes the business as a member of the “elite” within their business segment. There are also advantages related to corporate well-being such as employee entertainment, incentive, and retention, as well as participating in the local community as good corporate citizens. A few participants also mentioned that some of their clients value the ability to use the suite for personal use. 

The discussion of motivations for renewing suites was similar to that of motivations for initial purchases. However, it was found that many suite professionals believe that the ability to entertain others in the suite is the main influence in suite renewals. It is perceived as being especially true if the team is also performing well (indicated by a strong demand from clients wanting tickets). 
Perceptions of the Importance of ROI

When discussing ROI with suite sales professionals, it became clear that using ROI as a measure of suite ownership value to the client varies greatly throughout the industry. It was difficult to find commonalities across a majority of participants related to ROI, but some generalizations were found. When asked if suite clients consider ROI on their luxury suite purchases, the responses ranged from “yes, but it is difficult to measure” to “we discourage discussions of ROI because it is so subjective.” 


For those teams that perceive ROI as an important measure for their clients, they agreed that is it difficult to measure. While software exists to assist in inventory management, few suite clients track and maintain records sufficiently to use it to its full potential. No one formula can capture all critical factors for each client in proper consideration. Additionally, there are many subjective factors (ex., value of time with clients, current team performance that impacts perceived value of suite access, team brand image in the community) that need to be included for accurate calculations. Thus, with the varying ways suites are used by clients, calculating ROI is currently difficult, if not impossible. 

Another factor related to ROI was the impact of the performance of the team. Since luxury suites leases are generally long term contracts, the value of ROI might be overstated due to the length of the commitment. 
Perceptions of Importance of Service

Sport is a service industry, and premium seating in sports is especially service driven. Since suite clients have not experienced client services prior to initial purchases, it is often not cited as a motivation to purchase. However, service throughout the duration of the contract can be a major factor in suite renewal and is critical for high retention rates. The high price of suites comes with an expectation by suite clients of a high level of service from the team. The environment must emphasize exclusivity and provide amenities not available to other ticket holders. The overall atmosphere can be likened to that of a country club. 

Similar to the ROI results, there were differences amongst sales professionals as to the overall importance of service to the suite client. Some teams felt that team performance was a more important factor than service to suite owners, others reported that service is handled by another administrative area, and some perceive service as the most important aspect of interaction with suite clients. However, unlike the results of the game, the service level is within the control of the suite sales professional. 


When sales professions were asked how they demonstrated appreciation to their suite clients, the responses were all service oriented. Regardless of the stated perception of importance of service, sales professionals view the relationship between the suite owner and the team as a 365 day experience rather than just during games. Examples of how teams demonstrate appreciation to suite clients range from small to large and include: 

· opportunites to purchase playoff/championship tickets

· placement of the corporate logo in the suite

· access to the field of play 
· invitations to other events in the facility

· networking opportunities among suite owners

· staff interactions with suite holders during games

· invitations to private parties with the team
· custom and/or autographed memorabilia 

· invitations to travel on the team plane for road games 

All of these strategies that show appreciation are really part of servicing the account. They make the suite client feel important. One team reported creating a service department with a goal of creating four extra touch points with suite clients annually as a way of enhancing relationships with suite owners. The goal is to provide a value that goes beyond just dollars to once in a lifetime experiences.
Conclusion

The old rules for prospecting clients, selling suites, measuring value, and servicing clients are becoming quickly outdated as the landscape of suite ownership changes. The economy in the United States, along with the aging of some venues, requires that suite sales professionals become more educated and more research based as they look to obtain and retain suite owners. 


Due to the economy, suite owners will have to justify their expenditures on suites to governing boards, customers, and even the public more than they ever had to in the past. It is up to suite sales professionals to understand the value of suite ownership in a way that assists suite owners in justifying continued spending in this area. Suite sales professionals will need to know how their clients plan to grow their business, how the suite helps them do so, and how to measure the accomplishment of client objectives. To do this, a standardized ROI formula needs to be established that takes into consideration both objective and subjective categories. 


Leagues and teams need to become strong advocates in the education of suite owners. One of the first things that can be done before the contract is signed is for the prospective suite client to explain to the sales team how they plan to use the suite. Second, prospective clients must be empowered with the rationale behind the sale and how teams can assist the suite owner in maximizing the value of the suite to their business. Business goals change, so these objectives needs to be revaluated after each season.

 The baseline data gathered from this exploratory research provides guidance as scholars move forward in developing the body of research in luxury suite sales. The next logical step is to conduct research exploring the actual motivation of suite owners (by interviewing suite owners) in their decision to purchase and renew suites. Then the suite owner’s motivation can be compared to the results of this study to understand the knowledge gaps. There are also opportunities to study the actual suite usage of clients that may help to establish ROI formulas in the future. 

 As the first of its kind, the purpose of this study was to further the knowledge of those selling and leasing suites. The results indicated that a greater understanding is needed as to what the motivations of suite owner motivation are in purchasing and renewing suites and how ROI is defined and measured. The results of this study will help to focus future research in the area as well as provide baseline data from which to develop survey instruments and interview questions. The current landscape of suite sales is changing and suite professionals need to embrace the more fiscally conscious society. Also, suite sales professionals need to understand and explain the benefits and ROI (through an established formula) to potential and existing clients. Finally, suite industry professionals need to be more proactive active in how best to obtain and retain clients. 
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