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Rodney Fort's Sports Economics
Chapter 9.  Labor Relations in Pro Sports
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Figure 9-1

Modern Sports Relations
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Source: Staudohar, 1996, p. 7.

Legend:  Modern labor relations are a complex process.  Government, Leagues and Owners, and Players and Unions are the central actors.  The Commissioner of the league also acts, ostensibly independently.  All come together in the Collective Bargaining Process.  Agents have input into the deliberations of Leagues and Unions, but no legal spot at the negotiations.  Special instances lead to Mediation and Arbitration.

Figure 9-2

The Labor Union Triangle
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Legend:  The outcomes from players’ unions have been analyzed under the logic of collective action.  Powerful Union Members are in control of the electoral chances of Union Officials.  Those officials choose policies that Powerful Union Members evaluate in terms of their own economic welfare.  If the policies are best for the Powerful Union Members, Union Officials get reelected.  The Rand and File members are relegated to the sidelines.

Table 9-1

A Simple Bargaining Scenario

	
	
	
	Union’s Share
	Management’s Share

	Days Left
	On the Table
	Turn
	Total
	Daily
	Total
	Daily

	1
	$13 million
	union
	$13
	$13
	$0
	$0

	2
	$26 million
	league
	$13
	$6.5
	$13
	$6.5

	3
	$39 million
	union
	$26
	$8.67
	$13
	$4.33

	4
	$52 million
	league
	$26
	$6.5
	$26
	$6.5

	5
	$65 million
	union
	$39
	$7.8
	$26
	$5.2

	•
	•
	•
	•
	•
	•
	•

	150
	$1.95 billion
	league
	$975 million
	$6.5
	$975 million
	$6.5

	151
	$1.9563 billion
	union
	$988 million
	$6.54
	$975 million
	$6.46

	
	
	
	
	
	
	


Table 9-2

Player Costs as A Share of Total Revenue in Pro Team Sports

	Year
	MLB
	NBA
	NFL
	NHL

	1991
	45
	39
	47
	33

	1992
	58
	44
	60
	39

	1993
	57
	48
	64
	41

	1994
	63
	40
	64
	41

	1995
	62
	46
	68
	38

	1996
	54
	47
	67
	51

	Earlier Ave.
	57
	44
	62
	41

	
	
	
	
	

	1999
	
	60
	
	57

	2000
	58
	62
	61
	57

	2001
	57
	57
	56
	

	2002
	67
	62
	51
	66

	2003
	66
	59
	55
	66

	2004
	59
	
	
	

	Recent Ave.
	61
	60
	56
	62


Note: Missing values reflect no data. Player costs include deferred payments, bonuses, insurance, workers’ compensation, and pensions.

Source: Financial World, July 7, 1992, pp. 50–51; May 25, 1993, pp. 26–30; May 10, 1994, pp. 50–59; May 9, 1995, pp. 42–56; May 20, 1996, pp. 52–68; June 17, 1997. All data from 1999 on are from forbes.com annual team valuation surveys, except 2001, MLB report is from Commissioner Selig’s office.
Table 9-3

A Bargaining Scenario when Owners Have a $5 million Alternative

	
	
	
	Union’s Share
	Management’s Share

	Days Left
	On the Table
	Turn
	Total
	Daily
	Total
	Daily

	1
	$13 million
	union
	$8
	$8
	$5
	$5

	2
	$26 million
	league
	$8
	$4
	$18
	$9

	3
	$39 million
	union
	$16
	$5.33
	$23
	$7.67

	4
	$52 million
	league
	$16
	$4
	$36
	$9

	5
	$65 million
	union
	$24
	$4.8
	$41
	$8.2

	•
	•
	•
	•
	•
	•
	•

	150
	$1.95 billion
	league
	$1.6 billion
	$4
	$1.35 billion
	$9

	151
	$1.963 billion
	union
	$604 million
	$4.00
	$1.359 billion
	$9.00

	
	
	
	
	
	
	


Table 9-4

The History of Work Stoppages

	Year
	Episode

	MLB
	

	1969
	Spring training delay/strike

	1972
	2-week player walkout

	1976
	Spring training lockout

	1981
	3-month strike (season shortened to fewer than 60 game “first half” and fewer than 55 game “second half”)

	1985
	2-day strike

	1990
	1-month lockout

	1994-1995
	Partial season 2004 (ends after about 114 games), League Championship Series 2004, World Series 2004, and Partial Season 2005 (reduced to 149 games) strike

	NBA
	

	1998
	Partial season lockout (50 game season played)

	NFL
	

	1968
	10-day training camp lockout

	1970
	20-day training camp lockout

	1974
	42-day training camp strike

	1982
	2-month strike (9 game season played)

	1987
	1-month strike (15 game season played)

	NHL
	

	1992
	10-day player walkout

	1994
	103-day lockout (about 45 game season played)

	2004
	Full season and playoff lockout (in progress at press)


Figure 9-3

The Expected Value of a Strike or Lockout

[image: image3]
Legend:  The expected value of a strike or lockout, EV, depends on the probability of winning, P.  The y-intercept shows the tradeoff between the alternative value, A, and the sum of fan irritation costs plus the value of lost play, F + M.  If the lost value M declines, or the next best alternative A increases relative to later fan costs F, then EVS shifts upward.  The same will happen if the length of the stoppage declines or interest rates decline.  For P > PBE, EV > 0.  But if P < PBE, the chances of winning are such that EV < 0 and a strike or lockout simply will not pay.  The most that can be expected is when P = 1, in which case the strike or lockout returns the gain expected, G, and the alternative value earned during the strike, net of fan irritation costs and the value of lost play.
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