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Figure 12-1

Roster Depreciation Gain under the 2004 Amendments

for the Purchase of an Average Priced Team
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Legend:  Purchasing an average priced team for $355 million that is organized as a pass-through for tax purposes, if the real rate of interest is 3%, and the owner faces the marginal tax rate of 35 percent, then the gain from the new roster depreciation amendments of 2004 is G = 42.7 – 2.6E, where E is net operating revenues after other non-roster depreciation and amortization.  If net operating revenues are zero, the gain under the new rules is $42.7 million.  If net operating revenues are $16.3 million, the gain goes to zero.
Table 12-1

Team Values, 2008 ($Millions)

	Team
	Value
	
	Team
	Value

	New York Yankees
	1,306
	
	New York Knicks
	608

	New York Mets
	824
	
	Los Angeles Lakers
	560

	Boston Red Sox
	816
	
	Chicago Bulls
	500

	Los Angeles Dodgers
	694
	
	Detroit Pistons
	477

	Chicago Cubs
	642
	
	Houston Rockets
	462

	Los Angeles Angels of Anaheim
	500
	
	Dallas Mavericks
	461

	Atlanta Braves
	497
	
	Cleveland Cavaliers
	455

	San Francisco Giants
	494
	
	Phoenix Suns
	449

	St Louis Cardinals
	484
	
	Miami Heat
	418

	Philadelphia Phillies
	481
	
	San Antonio Spurs
	405

	Seattle Mariners
	466
	
	Boston Celtics
	391

	Houston Astros
	463
	
	Sacramento Kings
	385

	Washington Nationals
	460
	
	Philadelphia 76ers
	380

	Chicago White Sox
	443
	
	Toronto Raptors
	373

	Cleveland Indians
	417
	
	Washington Wizards
	348

	Texas Rangers
	412
	
	Utah Jazz
	342

	Detroit Tigers
	407
	
	New Jersey Nets
	338

	Baltimore Orioles
	398
	
	Indiana Pacers
	333

	San Diego Padres
	385
	
	Orlando Magic
	322

	Arizona Diamondbacks
	379
	
	Denver Nuggets
	321

	Colorado Rockies
	371
	
	Golden State Warriors
	309

	Toronto Blue Jays
	352
	
	Minnesota Timberwolves
	308

	Cincinnati Reds
	337
	
	Memphis Grizzlies
	304

	Milwaukee Brewers
	331
	
	Los Angeles Clippers
	294

	Minnesota Twins
	328
	
	Charlotte Bobcats
	287

	Oakland Athletics
	323
	
	Atlanta Hawks
	286

	Kansas City Royals
	301
	
	New Orleans Hornets
	272

	Pittsburgh Pirates
	292
	
	Seattle SuperSonics
	269

	Tampa Bay Rays
	290
	
	Milwaukee Bucks
	264

	Florida Marlins
	256
	
	Portland Trail Blazers
	253

	Average
	472
	
	Average
	372

	
	
	
	
	

	
	
	
	
	

	Team
	Value
	
	Team
	Value

	Dallas Cowboys
	1,612
	
	Toronto Maple Leafs
	413

	Washington Redskins
	1,538
	
	New York Rangers
	365

	New England Patriots
	1,324
	
	Detroit Red Wings
	293

	New York Giants
	1,178
	
	Montreal Canadiens
	283

	New York Jets
	1,170
	
	Dallas Stars
	254

	Houston Texans
	1,125
	
	Philadelphia Flyers
	244

	Philadelphia Eagles
	1,116
	
	Boston Bruins
	243

	Indianapolis Colts
	1,076
	
	Colorado Avalanche
	214

	Chicago Bears
	1,064
	
	Vancouver Canucks
	211

	Baltimore Ravens
	1,062
	
	Los Angeles Kings
	209

	Denver Broncos
	1,061
	
	Tampa Bay Lightning
	199

	Tampa Bay Buccaneers
	1,053
	
	Anaheim Ducks
	197

	Miami Dolphins
	1,044
	
	New Jersey Devils
	195

	Carolina Panthers
	1,040
	
	Ottawa Senators
	186

	Cleveland Browns
	1,035
	
	Minnesota Wild
	180

	Green Bay Packers
	1,023
	
	Chicago Blackhawks
	179

	Kansas City Chiefs
	1,016
	
	San Jose Sharks
	165

	Pittsburgh Steelers
	1,015
	
	Calgary Flames
	164

	Seattle Seahawks
	1,010
	
	Buffalo Sabres
	162

	Tennessee Titans
	994
	
	Edmonton Oilers
	157

	Cincinnati Bengals
	941
	
	Carolina Hurricanes
	156

	New Orleans Saints
	937
	
	Pittsburgh Penguins
	155

	St Louis Rams
	929
	
	Florida Panthers
	151

	Detroit Lions
	917
	
	Columbus Blue Jackets
	150

	Arizona Cardinals
	914
	
	New York Islanders
	149

	San Diego Chargers
	888
	
	Atlanta Thrashers
	148

	Buffalo Bills
	885
	
	Phoenix Coyotes
	147

	Jacksonville Jaguars
	876
	
	Washington Capitals
	145

	Atlanta Falcons
	872
	
	St Louis Blues
	144

	San Francisco 49ers
	865
	
	Nashville Predators
	143

	Oakland Raiders
	861
	
	Average
	200

	Minnesota Vikings
	839
	
	
	

	Average
	1,040
	
	
	

	
	
	
	
	


Source:  www.forbes.com.
Table 12-2

Value Increases for various Decades.

	League
	1940s
	1950s
	1960s
	1970s
	1980s
	1990s

	
	
	
	
	
	
	

	MLB Team
	
	7.2
	6.0
	7.4
	7.9
	11.3

	NBA Team
	
	
	43.8
	8.1
	16.1
	17.7

	NFL Team
	59.9
	
	19.2
	21.8
	17.2
	12.7

	NHL Team
	
	
	
	
	
	10.7

	S&P Industrial Common Stocks Rate of Return
	10.8
	16.7
	7.4
	7.7
	14.0
	15.9

	
	
	
	
	
	
	


Sources:  For 1940s-1980s, Quirk and Fort (1992). For 1990s, estimated annual rate of return on team sale values from Quirk and Fort (1999); S&P estimate 1990s, EFMoody.com.

Figure 12-2

Bayesian Updating
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Legend:  For Bayesian updaters, it can take time to adjust to new information.  At time T0, the actual real rate of return to owning a team jumps from 3% to 5%.  Rather than embracing this change immediately, adjustment occurs over the adjustment path until time T1 is reached.  Then all owners come to realize that the rate of return really is 5%.  The slope of the adjustment path, or the rate of adjustment in returns, can be much larger than the eventual 5%. 

Figure 12-3

Impact of Tax and Antitrust Status on Players
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Legend:  If a league had no market power, player MRP would be the lower representation and S0 athletic services would be hired at wage W0.  With market power, the contribution that athletes make is now more valuable, shifting to the higher MRP function depicted.  As long as the market for athletic services is competitive, both the level of services hired, SMP, and the wage, WMP, increase.

Figure 12-4

Rational Actor Politics and Taxes
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Legend:  The special tax status of pro sports team owners follows rational actor politics.  A powerful constituency of Owners and Supporters influences the electoral chances of federal Elected Officials.  Those officials choose tax policy (carried out by the IRS) that Owners and Supporters evaluate in terms of their own economic welfare.  If the tax policies are best for the Owners and Supporters, Elected Officials get reelected.  The General Constituency is relegated to the sidelines but make up the difference in taxes avoided by owners.

Figure 12-5

Rational Actor Politics and Antitrust
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Legend:  The special antitrust status of pro sports team owners follows rational actor politics.  A powerful constituency of Owners and Supporters influences the electoral chances of federal Elected Officials.  Those officials choose antitrust policy (carried out by the DOJ) that Owners and Supporters evaluate in terms of their own economic welfare.  If the antitrust policies are best for the Owners and Supporters, Elected Officials get reelected.  The General Constituency is relegated to the sidelines.
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