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Chapter 10.  Subsidies and Economic Impact Analysis 
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Table 10-1

Sports Facilities over the Last Decade

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Team
	Facility
	Opened
	Cost $Millions ($Millions 2009)
	Public %

	
	
	
	
	

	MLB
	
	
	
	

	Detroit
	Comerica Park
	2000
	$361 ($448)


	32%

	Houston
	Minute Maid Park
	2000
	$265 ($329)
	68%

	San Francisco
	AT&T Park
	2000
	$325 ($403)
	0%

	Milwaukee
	Miller Park
	2001
	$414 ($497)
	75%

	Pittsburgh
	PNC Park
	2001
	$237 ($284)
	70%

	Cincinnati
	Great American Ballpark
	2003
	$291 ($338)
	96%

	Philadelphia
	Citizen's Bank Park
	2004
	$346 ($391)
	50%

	San Diego
	Petco Park
	2004
	$285 ($322)
	57%

	St. Louis
	Busch Stadium
	2006
	$365 ($387)
	12%

	Washington, DC
	Nationals Park
	2008
	$611 ($605)
	100%

	New York Mets
	Citi Field
	2009
	$600 ($600)
	27%

	New York Yankees
	Yankee Stadium
	2009
	$1,300 ($1,300)
	17%

	Averages
	
	
	$450 ($492)
	50%

	
	
	
	
	

	NBA
	
	
	
	

	Dallas
	American Airlines Center
	2001
	$420 ($504)
	30%

	Oklahoma City
	Ford Center
	2002
	$89 ($106)
	100%

	San Antonio
	AT&T Center
	2002
	$186 ($221)
	84%

	Houston
	Toyota Center
	2003
	$235 ($273)
	100%

	Memphis
	FedEx Forum
	2004
	$250 ($283)
	83%

	Charlotte
	Charlotte Bobcats Arena
	2005
	$265 ($289)
	100%

	Averages
	
	
	$241 ($279)
	83%

	
	
	
	
	

	NFL
	
	
	
	

	Cincinnati
	Paul Brown Stadium
	2000
	$453 ($562)
	89%

	Denver
	Invesco Field at Mile High Stadium
	2001
	$364 ($437)
	73%

	Pittsburgh
	Heinz Field
	2001
	$281 ($337)
	69%

	Detroit
	Ford Field
	2002
	$430 ($512)
	36%

	Houston
	Reliant Stadium
	2002
	$352 ($419)
	73%

	New England
	Gillette Stadium
	2002
	$325 ($387)
	0%

	Seattle
	Qwest Field
	2002
	$360 ($428)
	83%

	Chicago
	Soldier Field II
	2003
	$660 ($766)
	62%

	Green Bay
	Lambeau Field
	2003
	$295 ($342)
	57%

	Philadelphia
	Lincoln Financial Field
	2003
	$512 ($594)
	39%

	Arizona
	University of Phoenix Stadium
	2006
	$455 ($482)
	76%

	Indianapolis
	Lucas Oil Stadium
	2008
	$750 ($743)
	50%

	Dallas
	Cowboys Stadium
	2009
	$1,150 ($1,150)
	28%

	Averages
	
	
	$491 ($551)
	57%

	
	
	
	
	

	NHL
	
	
	
	

	Columbus
	Nationwide Arena
	2000
	$150 ($186)
	0%

	Minnesota
	Xcel Energy Center
	2000
	$130 ($161)
	74%

	Dallas
	American Airlines Center
	2001
	$420 ($504)
	30%

	Phoenix
	Jobing.com Arena
	2003
	$220 ($255)
	82%

	New Jersey
	Prudential Center
	2007
	$375 ($386)
	66%

	Averages
	
	
	$259 ($299)
	50%


Notes:  Soldier Field and Lambeau Field (NFL) were major renovations.  The American Airlines Center is shared by the Dallas NBA and NHL teams.

Source:  Excerpted and adapted by the author from National Sports Law Institute (2009).

Figure 10-1

Positive Sports Externalities
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Legend:  Positive externalities are present when owners cannot collect the full value of attendance.  The demand function, DC, is the value that the owner can collect for different levels of attendance.  For example, if attendance is A1, the owner charges V1.  But other benefits can exist that the owner does not capture, labeled MEB.  At that same level of attendance A1, these external benefits are MEB1.  The vertical sum of captured and external benefits equal the true value that society places on attendance.  At A1, the sum is MEB1 + V1.  The function DS shows the true value that society places on all levels of attendance.

Figure 10-2

The Problem with Positive Externalities
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Legend:  The problem with positive externalities is that attendance is too low relative to the value that society actually places on it.  If the owner cannot collect on externalities, total revenues are TRC.  Profits are maximized at attendance level 
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 is maximum profit.  But if the owner could collect on externalities, total revenues would be higher, TRS.  The profit maximizing level of attendance is 
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 is maximum profit.  So, if the owner can collect on externalities, attendance increases.

Figure 10-3

Money Losing Monopoly
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Legend:  A monopolist is pictured that loses money, but a subsidy exists that can cover losses and keep the monopoly team owner in business.  The owner sets attendance at Am, where MR = MC.  But the profit-maximizing price Pm is less than average cost by the distance EC.  Losses incurred by the owner are the area DECPm.  But buyers’ surpluses are more than large enough to cover these losses.  Buyers’ surpluses are the triangle APmC, which includes part of the loss, area DBCPm.  Since the area of triangle ADB exceeds the remaining loss triangle BEC, because distance AD exceeds distance EC, a subsidy out of surpluses can cover the owner’s losses.

Table 10-2

Atlanta Economic Activity Value, 2003

	Event
	$2003
(millions)
	$2009
(millions)

	College Sports
	
	

	Southeast Conference Football Championship
	$44.7 
	$51.8 

	Chick-Fil-A Peach Bowl
	$44.7 
	$51.8 

	McDonald’s Heritage Bowl
	$74.5 
	$86.4 

	Atlanta Football Classic
	$14.9 
	$17.3 

	NCAA Women’s Basketball Final Four
	$24.8 
	$28.8 

	Total
	$203.6 
	$236.1 

	Pro Team Sports
	
	

	Atlanta Braves
	$104.6 
	$121.3 

	Atlanta Hawks
	$32.5 
	$37.7 

	Atlanta Falcons
	$9.5 
	$11.1 

	Atlanta Silverbacks (United Soccer League)
	$2.0 
	$2.3 

	Atlanta Classics (United Soccer League, Women’s)
	$0.3 
	$0.3 

	Total
	$148.8 
	$172.6 

	Others
	
	

	Atlanta Motor Speedway
	$451.8 
	$524.1 

	Peitie LeMans
	$9.9 
	$11.5 

	Atlanta Dragway
	$38.9 
	$45.1 

	USATF Indoor Track and Field Championships
	$1.5 
	$1.7 

	Peachtree 10K
	$7.0 
	$8.1 

	BellSouth (PGA) Classic
	$3.0 
	$3.5 

	Chick-Fil-A (LPGA) Charity Championship
	$3.6 
	$4.2 

	Nationwide Senior Tour
	$3.5 
	$4.0 

	AT&T (Tennis) Challenge
	$1.2 
	$1.4 

	Foxhall Cup (Equestrian)
	$4.5 
	$5.2 

	Total
	$524.8 
	$608.8 

	Total Economic Activity Value
	$1,229.6 
	$1,426.3 


Notes:  Annual values are typically averaged from multiple-year values.

<SRC><P><ITAL>Source:</ITAL> Author’s calculations from reports in <ITAL>Sports Business Journal</ITAL>, January 24, 2000, p. 51.
Table 10-3

Early Subsidy History from Okner

	Gain or Loss Amount
	#Stadiums w/Gain or Loss
	%Stadiums w/Gain or Loss

	Net Gain
	5
	17%

	Net Loss
	25
	83%

	Under $50,000
	2
	7%

	$50,000 to $100,000
	3
	10%

	$100,000 to $500,000
	9
	30%

	$500,000 to $1 million
	5
	17%

	Over $1 million
	6
	20%

	
	
	


Source: Okner (1974), p. 347.

Table 10-4

Subsidies According to the Annual Subsidy Formula

($1989 Thousands)

	Facility
	Net Operating Revenue (1)
	Depreciation (2)
	Opportunity Cost of Funds (3)
	Foregone Property Tax (4)
	Subsidy (1)-(2+3+4)

	Green Bay’s Lambeau Field (Minimum)
	150
	153
	155
	31
	189

($325)

	Atlanta Fulton County Stadium (Average)
	–1,478
	2160
	3,243
	649
	7,530 ($12,947)

	New Orleans’ Superdome (Maximum)
	–7,922
	8,572
	21,400
	4,260
	42,174

($72,512)

	
	
	
	
	
	


Source: Quirk and Fort (1992), p. 170.

Table 10.5

Present Value of Subsidies 1990-2001 by Type of Use

	Use
	Total $Billions 2001
	Annual Average $Billions 2001

	MLB Only
	$6.100 ($7.320)
	$0.555 ($0.665)

	NFL Only
	$5.500 ($6.600)
	$0.500 ($0.600)

	NHL Only
	$2.200 ($2.640)
	$0.200 ($0.240)

	NBA Only
	$1.700 ($2.040)
	$0.155 ($0.185)

	NBA/NHL
	$1.300 ($1.560)
	$0.118 ($0.142)

	MLB/NFL
	$0.500 ($0.600)
	$0.045 ($0.055)

	Total
	$17.300 ($20.760)
	


Source:  Author’s calculations from summary information in Long (2005).

Table 10-6

Camden Yards Baseball New Value, 1987a
	
	Construction ($Millions)


	Recurring ($Millions)

	Impact Category
	
	
	
	
	
	

	
	State
	Five-County
	City
	State
	Five-County
	City

	Total impact
	$137.60

($258.2)
	$30.30

($56.9)
	$103.70

($194.6)
	$44.00
	$3.60

($6.7)
	$39.90

($74.9)

	Wages
	$48.7
	$9.9
	$38.4
	$5.8
	$1.1
	$4.7

	New value added
	$91.8
	$18.3
	$71.5
	$30.2
	$2
	$28.4

	
Jobs
	$2.6
	$0.801
	$1.7
	$0.48
	$0.076
	$0.306

	
Taxes
	$10.1
	$1.3
	$5.2
	$3.5
	$0.145
	$20.048


aSite preparation results for each category have been divided equally between baseball (this table) and football (Table 10.6). The same is true of expenditures outside the stadium.

Source: Regional Science Research Institute, Camden Yards Studies, Philadelphia, PA, 1987.
Table 10-7

Camden Yards Football New Value, 1987a
	
	Construction ($Millions)


	Recurring ($Millions)

	Impact Category
	
	
	
	
	
	

	
	State
	Five-County
	City
	State
	Five-County
	City

	Total impact
	$121.10

($227.3)
	$20.80

($39.0)
	$98.00

($183.9)
	$34.60

($64.9)
	$6.20

($11.6)
	$27.90

($52.4)

	Wages
	$36.2
	$6.8
	$29.2
	$18.8
	$2.1
	$16.8

	New value added
	$81.9
	$12.2
	$67.6
	$26.7
	$3.8
	$23.2

	Jobs
	$1.8
	$0.464
	$1.3
	$0.566
	$0.145
	$0.421

	Taxes
	$8.1
	$0.902
	$4.4
	$3.4
	$0.272
	$1.7


aSite preparation results for each category have been divided equally between baseball (Table 10.5) and football (this table). The same is true of expenditures outside the stadium.

Source: Regional Science Research Institute, Camden Yards Studies, Philadelphia, PA, 1987.

Table 10-8

Mariners' Value 1993

	<COLH2>
	State ($Millions)
	
	County ($Millions)
	
	City ($Millions)</COLH2>

	<COLHD>Impact Category
	Total Activity
	New Activity
	
	Total Activity
	New Activity
	
	Total Activity
	New Activity</COLHD>

	<TB><ITAL>Direct</ITAL>
	
	
	
	
	
	
	
	

	Spending
	$91.10
	$29.10
	
	$91.10
	$40.40
	
	$91.10
	$40.40

	Jobs
	936
	198
	
	936
	456
	
	936
	456

	Wages
	$44
	$20.1
	
	$44
	$25.8
	
	$44
	$25.8

	Indirect
	
	
	
	
	
	
	
	

	Spending
	$50.90
	$13.80
	
	$20.40
	$12.90
	
	$6.50
	$7.30

	Jobs
	1,313
	229
	
	869
	229
	
	599
	121

	Wages
	$26.1
	$5.3
	
	$16
	$5.2
	
	$10.7
	$3.1

	Direct + Indirect
	
	
	
	
	
	
	
	

	Spending
	$142.00
	$42.90
	
	$111.50
	$53.30
	
	$97.60
	$47.70

	Jobs
	2,249
	427
	
	1,805
	685
	
	1,535
	577

	Wages
	$70.1
	$25.4
	
	$60
	$31
	
	$54.7
	$28.9

	Taxes
	$7.2
	$1.5
	
	$0.1
	$0.1
	
	$1.4
	$0.5</TB>


<SRC><P><ITAL>Source:</ITAL> Adapted from Richard Conway, Jr., and William B. Byers. <ITAL>Seattle Seahawks Economic Impact</ITAL>. Dick Conway and Associates and Department of Geography, University of Washington, Seattle, WA, March 1996.

Table 10-9

Seahawks' Value, 1995

	<COLH2>
	State ($Millions)
	
	County ($Millions)
	
	City ($Millions)</COLH2>

	<COLHD>Impact Category
	Total Activity
	New Activity
	
	Total Activity
	New Activity
	
	Total Activity
	New Activity</COLHD>

	<TB><ITAL>Direct</ITAL>
	
	
	
	
	
	
	
	

	Spending
	$85.00
	$45.70
	
	$85.00
	$63.10
	
	$85.00
	$63.10

	Jobs
	1,700
	261
	
	1,700
	985
	
	1,700
	985

	Wages
	$44.3
	$29.7
	
	$44.3
	$35.4
	
	$44.3
	$35.4

	Indirect
	
	
	
	
	
	
	
	

	Spending
	$44.20
	$21
	
	$17.50
	$13.10
	
	$6.80
	$5.70

	Jobs
	992
	363
	
	623
	403
	
	442
	279

	Wages
	$22.3
	$8.7
	
	$13.3
	$8.7
	
	$9.1
	$5.8

	Direct + Indirect
	
	
	
	
	
	
	
	

	Spending
	$129.20
	$66.70
	
	$102.50
	$76.20
	
	$91.80
	$68.80

	Jobs
	2,692
	624
	
	2,323
	1,388
	
	2,142
	1,264

	Wages
	$66.6
	$38.4
	
	$57.6
	$44.1
	
	$53.4
	$41.2

	Taxes
	$5.4
	$2.4
	
	$0.1
	$0.1
	
	$1.3
	$0.8</TB>


<SRC><P><ITAL>Source:</ITAL> Adapted from Richard Conway, Jr., and William B. Byers. <ITAL>Seattle Seahawks Economic Impact</ITAL>. Dick Conway and Associates and Department of Geography, University of Washington, Seattle, WA, March 1996.

<TBL NUM="8" ID="TB.10.008"><TTL><INST>Table 10.10

Sonics’ Value 2007</INST>SoCon</TTL>
	Output
	Total
	State New
	County New

	Direct-On Site
	$49.1
	$21.1
	$31.0

	Direct-Off Site
	$34.1
	$15.9
	$21.3

	Indirect
	$69.2
	$31.2
	$29.5

	Total
	$152.4
	$68.2
	$81.8

	Wages
	
	
	

	Direct-On Site
	$38.5
	$16.5
	$24.3

	Direct-Off Site
	$13.0
	$6.1
	$8.1

	Indirect
	$34.9
	$15.5
	$17.0

	Total
	$86.4
	$38.1
	$49.4

	Jobs
	
	
	

	Direct-On Site
	200
	86
	126

	Direct-Off Site
	727
	329
	454

	Indirect
	1163
	517
	554

	Total
	2090
	932
	1134


Notes:  Only estimates of “core” values “at risk” as defined in the original report are shown.

Source:  Author’s calculations on excerpts from Berk and Associates (2007).

Table 10-11

Buyers’ Surpluses and Pro Sports Teams

	<COLHD>League
	Elasticity of 0.75 ($Millions)
	Elasticity of 0.50 ($Millions)
	Annual Payment ($Millions)<SUP>a</SUP></COLHD>

	<TB>MLB
	$17.2
	$25.7
	$21.8

	NFL
	$15.1
	$22.6
	$21.8

	NBA
	$15.5
	$22.3
	$14.5

	NHL
	$17.0
	$25.6
	$14.5</TB>


Source: Adapted from Alexander, Kern and Neill (2000). Notes: Payments listed are from their case of $300 million for NFL and MLB and $200 million for NHL and NBA.
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