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Abstract

The purpose of this research is to examine the effect of a unique experiment by the
Rugby Football League, to apply the American professional team sports model to its
game, making it the first British sport ever to attempt this. It investigates the economic,
financial and social changes, which have occurred within the sport of rugby league,
since the introduction of the *Super League’.

The adoption of the American professional team sports model is based on increasing the
uncertainty of outcome of games in order to ensure profit maximisation of the clubs.
This has raised a number of issues, pertaining to both the game of rugby league itself,
the difference between American and British sport, and the ever increasing effect of
television revenues and mass media on sport. ‘

The adaptation of the model by rugby league officials has resulted in decisive changes
to the way the game is played and how the Rugby Football League is run. A change to
three divisions from two, the introduction of a ‘Super League’ copying football’s
Premiership and a switch from the traditional winter game to a summer season has
taken place. Also critical has been the move from terrestrial to satellite television and
the effect of this move on network externalities that could influence the long-term future
of the game.

The £87million financial investment from Rupert Murdoch’s News Corporation
provided the catalyst for change, in exchange for the five-year exclusive broadcasting
rights to the game. The American model was utilised in order to try and financially
stabilise the league through the process of profit maximisation. The need for
equilibrium within the league also led to the utilisation of various restrictive controls, all
of which are common-place in the United States.

After critically evaluating the relevant literature, attention is turned to testing the effect
of the experiment of applying the American model to British Rugby League. A five-

strand approach has been adopted using data both pre and post, the introduction of
Super League, utilising nine, case study-clubs throughout the study.

Firstly, any change in uncertainty of outcome was examined using the standard

- deviation of Win/Loss percentage adapted from the approach by Noll (1988) and Scully
(1989). Demand for the live matches through attendance figures and broadcasting
demand, using audience viewing data were examined. The third strand examines
whether the predicted outcome of the American model, and increases in revenue and
profit, have been achieved. Finally, two social surveys were carried out on three major
stakeholder groups, club officials, players and supporters.

The results indicate that the application of the American Professional Team Sports
model to rugby league did not achieve the predicted outcome of increased uncertainty,
attendance and ultimately, revenue. The reasons for this can be explained by the partial
implementations of the model and non-market factors, which appear to be much more
significant within British Rugby League than in American sports. The over-riding
results suggest that regardless of structural or organisational changes, rugby league is
destined to remain a northern minority sport.
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Chapter One

Introduction

1.0 The Study

This research began at the start of 1996 after the announcement, which revealed the
proposed changes to the structure of professional rugby league. Support for the game
had been waning for several years and it desperately needed to reverse the trend in order
to encourage more interest in attendance at live matches and ultimately to increase
revenue from gate receipts. The re-structuring was influenced by the need to secure
financial survival for the clubs and was instigated after seeing the positive effects that re-

naming the divisions and selling the broadcasting rights to BSkyB had had on football.

Apart from a re-labelling of the top tier of the game and selling their broadcasting rights
to satellite company, BSkyB, the sport’s governing body went one step further than
football. It decided to alter the very structure and organisation of the sport, 'by using a
framework adopted from American sports. This provided an ideal and unique
opportunity to examine the effects of applying an American model of professional teém

sports to a British game.

The study aims to examine rugby league’s restructuring in relation to the American
model and to assess to what extent the model has in whole or part, been adopted by
rugby league. The effects of the new organisational structure will be analysed in order to
determine whether the application of the American model to British rugby league has

resulted in the game achieving the same outcomes as those predicted by the model.



The approach taken in this thesis is that the restructuring of rugby league in this country
is essentiaily an experiment in applying the principles of American professional sports
leagues to a British sport. The fundamental questions therefore relate to whether these
principles have been properly applied and whether the predicted effects have
materialised. Finally, the question asked is whether there is essentially anything different
about British sport in general and rugby league in particular that affects the outcome of
applying the American model to British sport.

The structure of the approach taken to examine the changes and their effects utilises the
economics of professional team sports literature, Whiéh is based on the American model
of professional team sports. The basis of the framework is that in order to maintain their
existence, clubs must ensure they are financially stable. In American sport, leagues are
developed along profit maximising lines, where the main objective is to ensure that the

league and its member clubs maintain their financial viability.

In order to do this, the competitive balance within a league is required to ensure that
uncertainty of outcome is high and the outcome or result of a match is uncertain rather
than a foregone conclusion. This uncertainty ensures that the interest in the game is
maintained, fans continue to attend live matches and revenue from this source is
increased. Exclusive from gate income, revenue from the broadcasting of professional
team sports also provides lucrative financial investment for leagues and their member
clubs. The increasing influence of television on sport suggests that the greater interest in

the games, the greater the income available from this source.

This situation is aided by leagues working as a cartel, with all clubs co-operating for the
benefit of themselves, the other members and the league as a whole. They use restrictions
on both product and labour markets to ensure the retaining of the league’s competitive

balance and hence more revenue.

Therefore, the main aim of this research is to:
Analyse the economic, financial and social implications of the

restructuring of the game of rugby league in Britain.



1.1  Research Objectives

In order to attempt to analyse the effect of the restructuring on rugby league, certain
objectives will be addressed within this study.

The main objectives are as follows:

1. Examine the historical developments of rugby league, a major British professional
team sport since its split from rhgby union in 1895 and identify the problems
faced by the sport prior to and in the three years following, the move to Super
League in 1996.

2. Review the economics of professional team sports literature and examine the key

components of the American Professional Team Sports Model.

3. Analyse the differences between professional team sports in the US and UK,
highlighting problems of adopting the American model and trying to place the
English game within it, in particular assessing the significance of non-market

influences in rugby league.

4. Analyse the broadcasting demand for sport, and examine the extent to which
broadcasting demand has been integrated into the American model and assess its

importance to the rugby league experiment.

5. Critically evaluate the extent to which the American professional team sports

model has been adopted by the sport of rugby league.

6. Examine and analyse what effects the application in 1996 of the American

professional team sports model has had on rugby league.

In order to do this, the economics of professional team sports literature will be reviewed

alongside the sociology of sport literature, concerned with the non-economic factors

3



important to team sports. Parallel to this, the professional and popular material relating

to the sport of rugby league is also examined.

Firstly, light will be shed on the historical antec‘ede-nts'that eﬂgender changes in
professibnal sports; so as to place rugby league in its cultural context. This will attempt
to show whether overlooking them could be damaging both in a social and financial
sense to the clubs and to those who support them. It will also attempt to show what

social costs, if any, these changes will incur.

Following an introduction to the sport, key areas within the American professional team
sports model have been identified and examined which form the theoretical framework
for this study. They will be used to examine whether the implementation of the economic
model of a professional sports league, on the sport, achieves the economic benefits
predicted by the rugbylleague. An attempt will be made to form a suitable structure for

British sport, considering what, if any other factors should be taken into account.

1.2 Overview

The published literature on professional team sports mainly concentrates on the
American team sports of ice hockey, basketball, American football and baseball, with
only the sports of football and cricket having been previously studied in Britain.
Therefore in addition to the academic literature, a broad range of resources will be

utilised, drawing on previous research in many areas.

Chapter 2 will focus on the first objective of this study, examining the history of rugby
league following the sports development from a folklore game to a professionalised
spectator sport. It will seek to clarify the relevance of the history in shaping the future of
the rugby league and identify how the game has remained very close to its roots and
traditions. It analyses the problems the sport faced and concludes with the game

struggling to survive.



This illustrates the failures of the past and demonstrates the importance and significance
of the changes, which have been employed to ensure the continued existence of the game

into the t\Nenty-ﬁrSt century.

The second and third objectives of this study are the focus of chapter 3. It involves a
review of three research strands, which collectively form the main body of published
literature on the American professional team sports model. The first begins with an
explanation of variables, which affect the demand for competitive sport and demonstrates
the importance of uncertainty of outcome for the continued existence and economic

success of both clubs and leagues.

Strand 2 explores the notion that sports leagues act as cartels to ensure their continued
survival. This can often lead to a conflict of interest between leagues and individual
clubé, which will also be addressed within this section. Product and labour market
controls form the third strand of the chapter, indicating how associations utilise such

restrictions in order to ensure the competitive balance within a league is maintained.

Following a detailed examination of each component of the American model, they will be
placed within a British context to demonstrate the similarities and differences between
professional sports leagues in America and Britain. Reasons for the differences and the
importance of 6ther, additional, non-market factors will be investigated. These relate
firstly, to the differences in objectives of professional sports clubs, namely profit
maximisation in USA and traditionally a more utility maximisation approach within

British sport, and its relevance to rugby league.

Secondly, an evaluation of the extent to which broadcasting has been integrated into the
American model will be carried out, as conventionally within the theoretical literature,
demand is accepted as being attendance at live games. With the recent changes in the
role of television and its relationship with sport, its effects on attendance at live matches
and the determinants of broadcasting fees will be examined. The increasing influx and
dominance of both satellite and pay per view television over terrestrial channels will be

assessed, and the effects on rugby league will be examined.



Chapter 5 focuses on the methodology employed in this investigation to examine the
consequences of the changes, to the sport. The economic effects will be explored firstly
to determine whether the restructuring of the game has resulted in an increased

uncertainty of outcome of both individual games and the competition as a whole.

Secondly, league attendances will also be monitored pre and post Super League té show
whether changes to uncertainty have affected attendance figures and to show any change
in demand for the game. Broadcasting demand for the game is also examined and the
impact that the move from terrestrial to satellite television has had on rugby league will
be identified. Thirdly, a financial statement analysis will be carried out to determine

whether, as predicted by the American model, revenue has increased.

Finally, in-depth interviews and a longitudinal social survey incorporating a combination
of both qualitative and quantitative questions were utilised. This involved the questioning
of club officials, players and supporters with regards the introduction of the changes to
the game, and the implications for its future, carried out to test whether the American

model is applicable to British rugby league.

Chapters 6,7, 8 and 9 discuss in detail the results from the empirical research. Chapter 6
examines uncertainty of outcome and addresses the >question of whether this has
increased due to the restructuring. Secondly, attendance figures will be considered to
determine whether the new restructuring has been successful in terms of increasing

demand for the game.

Chapter 7 considers broadcasting demand and seeks to highlight any major change in
viewing figures since the switch to the new Super League structure. The impact of the
move from terrestrial to satellite coverage and the return of the game after a three-year
respite back onto the BBC’s regional channels in the form of a highlight show will also
be addressed.

Chapter 8 presents the financial statements’ data relating to both individual clubs and the
Rugby Football League itself. This is considered both, pre and post the change to Super



League, including an analysis of the impact of the News Corporation investment into the

game.

The focus shifts, in Chapter 9, from economic to social considerations. The results of the
longitudinal questionnaires will be discussed and the in-depth interviews with club
officials, players and supporters reviewed. The importance of rugby league to those
involved in the game will be established in an attempt to ascertain whether demand is

dependent on other factors, external to market influences.

Chapter 10 seeks to address the final objective of this study to determine whether the

application of the American model of professional team sports has had the predicted
~effects on the British sport of rugby league. It synthesises the findings of this research to
show whether the restructuring of rugby league has been successful in its attempts to
strengthen the game’s financial and supporter base. The benefits of attempting to
simulate the organisation of American sport are examined and the possibility of

expanding rugby league into a global game assessed.

Finally, chapter 11 summarises and reviews the findings of this research and raises some
important issues regarding the suitability of the American model of professional team
sports to British sport. The possibility of developing a British, European or global sports

model will also be considered.

The changing structure of rugby league was selected for this thesis as it provided a |
unique opportunity to examine the implementation of the American model of
professional team sports on a British sport. Additionally, this research represents a clear
gap in the professional team sports literature as previously, very little work has been
undertaken relating to the British sport of rugby league. In order to explain the
background to this study, the following chapter provides a historical account of the

circumstances surrounding recent events within the sport.



Chapter Two
History of Rugby League

2.0 Introduction

Although rugby was played for many years prior to 1895, it was this year, which marked
rugby league’s split from union, thereby dividing the sport into two factions and

representing the most momentous event in the game’s one hundred year history.

In 1995, the sport of professional rugby league celebrated its Centenary, which proved to
be another significant milestone for the game, as it witnessed a major transformation in
its structure and organisation. The year signalled a ‘new’ disregard for tradition, as the
switch to a summer season was implemented and the firmly established wintér schedule

was abandoned.

The introduction of new clubs from non-conventional rugby league areas clearly
highlighted the desire of the Rugby Football League to drag the sport into the twenty
first century and into a new era of professionalism, which would run parallel with the

heightened influence of television and media on the game.

This chapter will set the game in context and examine the origins and emergence of
rugby league. The problems that rugby league has faced at various times throughout its
history culminated in the mid-1990’s with the realisation that change was essential if the
game ’was to survive. The relevance and significance of the past events to the recent
changes are therefore, identified. This can help in the understanding of how the roots of
rugby league have shaped its history, and how in turn its history has contributed to the

game in its present day form.



2.1 The Years Pre-1895

Despite 1895 being the acknowledged birth of rugby league, its seeds lie in medieval folk
games. Played from the fourteenth century onwards, these adapted with time from
having wild and simple unwritten, adhoc rules, which varied due to locality, to become,
like society more carefully regulated. It is the adaptation of these folk game antecedents
that has laid the foundations for many of our modern day sports and has led to the game

of rugby league in its present day form.

Holt (1990) explains how sport has changed by simply stating that the formal
codification and national administration of sport are at the heart of the gulf between
traditional and modern sports. McPherson et al (1989) agree that the structural changes
in modern sports are due to the gradual and continuing commodification. This has
resulted in the social, psychological, physical and cultural uses of sports being assimilated
by the commercial needs of advanced monopoly capital. This most historians attribute,

primarily, to the Industrial Revolution.

The development of railways, accompanied by an increase in the concentration of
population within large industrial centres, coupled with an expanding world ecoriomy,
meant a fall ih food prices, living costs were cut.and so real wages increased considerably
all helping to stimulate the development of a market for spectator sport (Vamplew,
1988). '

Changes to transport, technology, urban life and factory labour began to have a major
impact on popular sport (Holt, 1990) and just like its economic counterpart, the
Industrial Revolution in sport had social ramiﬁéations (Vamplew, 1988). It played a
crucial role in creating and sustaining a new popular culture and new kinds of urban

identity (Hobsbawn, 1984).

This increase in sport was aided by the Factory Act of 1847, which reduced working
hours and by the gradual institutionalisation of Saturday as a half-day by 1878 (Dunning
and Sheard, 1979). These were structural and motivational preconditions necessary to

allow people more leisure time (Best, 1971). This plus a rise in real working class
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incomes of 40% and by another 15% in 1900 meant a small proportion of income could

now be reserved for pleasure and entertainment (Clarke and Critcher, 1985).

These parallel developments stimulated a demand for commercialised spectator sport, a
demand enhanced by growing urbanisation, which offered entrepreneurs concentrated

markets for the first time (Vamplew, 1988).

This industrialisation of British sport can be charted as the development of supply and
demand in the market place. Favourable changes in demand parameters, particularly time
and income, encouraged the injection of factors of production into the supply of sport
and the application of modern technology in the form of drainage and stand construction
to combat the weather and allow regular and more intensive use of facilities (Vamplew,
1982). The development of professional team sports i.e. rugby league énd football can be
interpreted as involving complex responses to industrialisation and to changes in class

relations and social ﬁower (Horne ef al, 1987).

The emergence of team sports took place in the educational establishments reserved for
the elite of the bourgeois society, the 19th century bastions of the establishment, the
public schools (Wiseman, 1977). They played a major role in the emergence of team
sport, by shifting from games to competitive sports. These changes had a profound effect
on the development of sport, helping to create the pre-conditions for the creation of

rugby.

It is recognised that a large literature is available on the impact that the public schools
had on the development of sport and the creation of a new middle class. However, a
detailed examination is not deemed relevant for this research, and so although

acknowledged, this is not considered any further within this work.

The development of these team sports within public schools was mainly orchestrated by
Thomas Amold at Rugby School. He was opposed to the gentry and so banned field
sports and other aspects of traditional, aristocratic lifestyle, substituting them with
cricket and football (Moorhouse, 1995). These changes helped to lead to the emergence

of a social structure conducive to innovation, with rugby beginning to emerge as a
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distinctive, restrained and more civilised. game. The process achieved its own
momentum, as rules became more specific, numerous and complex they had to be written
down, wilder features began to be eradicated and controls became more stringent. It was
a collective process, but totally unplanned, an unintended consequence of the social

change wrought by industrialisation.

Rugby had taken a small step towards its modern form, it was beginning to emerge as a

game considered suitable for English gentlemen (Dunning and Sheard, 1979).

During the 1870’s, rugby began to undergo democratisation, as it ceased to be
monopolised by the upper and middle classes. Different values were added to rugby by
the non public school bourgeois and working men which led to new sources of tension as
the dominance of the upper and upper middle class groups were challenged (Dunning
and Sheard, 1979).

This resulted in decisive changes in the social composition, which previously had been

homogenous. No longer was it socially exclusive. As Hargreaves (1986) explained,

‘The working class people stamped sports like association football and rugby
league with their own character and transformed them in some ways into a
means of expression for values opposed to the bourgeois athleticist tradition’.

In the north, owners of industry and trade were usually of a lower social status than
those in the south, which resulted in the existence of a different social configuration.
They kept in touch with the manufacturing processes on a day-to-day basis. This allowed
them to continue to retain their own identifications and kinship with their class of origin
and to work in a close-knit atmosphere conducive to a high degree of identification

between employers and employees (Dunning and Sheard, 1979).

Northern employers were keen to encourage an involvement in sport, in order to
promote a sense of unity in the workplace. It seems therefore that the impetus for growth
of working class participation came in a structured sense from above. This helped to

form the social foundations for the formation of the open rugby clubs of the north.
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In Yorkshire and Lancashire, rugby underwent a separation process as it began to
diverge from the interests and values of thé rugby establishment. These values were
being expressed in northern rugby through the introduction of cups and leagues and in
the growing amount of money within the game (Dunning and Shéard, 1979). Thjs
involved charging for admission, arrangemcnt of matches, which would attract large
crowds, payment of money to players and the use of material inducements to lure the

best players from one club to another.

However, the southern men felt that the effect of league matches and cup-ties was
thoroughly evil. Accompanying the Yorkshire Cup that began in 1877 was a high level of
public interest bringing with it an increased number of working class players, spectators
and strong rivalry between clubs. This led to large amounts of gate money, which
together with monetary rewards was thought to lead to unscrupulousness and corruption
(Dunning and Sheard, 1979; Collins, 1995). Large crowds at sports events were nothing
new but large paying crowds on a regular basis were. Mass spectator sport became a

growth point in the late Victorian economy (Vamplew, 1988).

By 1880, several of the open clubs had transformed themselves into gate taking
organisations. The wealth they accumulated allowed them to emerge as the most
powerful, with over half the clubs in the Rugby Football Union, by September 1893
coming from the North (Dobbs, 1973; Macklin, 1974; Ulyatt, 1988). It had become the
English bulwark of rugby, with its industrial towns the ardent strongholds of the game
(Brown, 1979).

This increasing northern dominance was also reflected on the field of play, with clubs
establishing superiority over their southern counterparts. Yorkshire began to monopolise
membership. The Football Annual of 1881 showed in devoting a chapter to the game in
Yorkshire, which it claimed, could boast of being second to none, in its support of the
popular winter pastime (Dunning and Sheard, 1979). The south resented that momentum
for change was being generated by what they regarded as alien and inferior groups, and

that they were being quite literally beaten at their own game.
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. In the north, people saw the game not just as matches and exciting spectacles but as tests
of virility between their community and another. The depth of identity of town with
team, meant players. were to play for the glory which victory would bring to their
community as a whole. It also provided excitement and relief in the routine, work
dominated livés of people compelled to industrial towns and villages of Yorkshire and

Lancashire.

As Vamplew (1988) explained,

‘Earlier folk football had been essentially for the participants, whereas the new
Jootball was geared towards the paying spectator, only twenty-two were allowed
to play, but there could be thousands watching’.

Football had become part of the mass entertainment industry. This was clearly
demonstrated by the large crowds that were attracted to matches and helped play a
crucial part in the emergence of the gate-taking clubs. Twenty two thousand paid to
watch Bradford versus Halifax in the Yorkshire Cup in March 1893 (Wakefield Express,
Saturday 11™ March 1893) and on the 2™ January 1895 a crowd of 10,000 watched
Bradford play Leeds (Liverpool Daily Post, Wednesday 2™ January 1895).

As demands on their time increased, players could see that profits were being made from
gate receipts and felt that they deserved at very least to be financially compensated when

they had to take time off work (Macroy, 1991).

The five-day week was still two or three generations away and Saturday was no different
from any other day. A significant proportion of players were miners, glass blowers, mill
workers, dockers, all working class occupations which meant that they could not afford

to take time off to play rugby without a consequent loss of pay (Davies, 1988).

A practice developed in the north and midlands for the middle class players and officials
to subsidise working class players, from either their own pockets or from money taken at
the gate (Harris, 1975). Sport for money and food prizes such as geese and legs of
mutton became an integral part of working class cultural life in West Yorkshire (Collins,
1995).
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Due to this, officials became openly achievement orientated and had few qualms about
stimulating competitive rugby through the introduction of cups and leagues. The offering
of employment, on condition that a player turned out for the local team, quickly became

- one of the most powerful inducements.

The expansion of working class panicipation was to some extent contingent upon middle
class wealth but also upon a redistribution of resources among their own class. Many
were now willing and able to exchange money for the thrill of watching a skilful, exciting

game, representative of the communities with which they could identify.

Many of the northern clubs wanted to make their own payments for broken time but still,
remain under the auspices of the Rugby Football Union. However they realised that
broken time payments would never be tolerated by metropolitan overlords, who thought
they were the thin end of the wedge, the path to full professionalism (Dunning and
Sheard, 1979). They believed this would lead to the intrusion of market forces into
realms of private life, buying and selling of players to please the public, and unethical
practices such as poaching or bribery of éompetitdrs (Macklin, 1974).

Up until noW, rugby’s constituent clubs had been drawn from all classes of society just
like in football and in similar circumstances to football, rugby had to face the question of
payment for broken time to players (Holt, 1990). Unlike association football, which
permittéd payments to those who needed it, the Union recoiled in horror from any such

‘situation.

To those who urged that the working man ought to be compensated for the loss of time
occurred by his recreation, the club owners in the south answered that if he could not
afford the leisure time to play a game, he must do without (Dobbs, 1973). They saw the |
actions of the northern men as blatant acts of professionalism (Brown, 1979). As
allegations of underground professionalism increased throughout Yorkshire and
Lancashire, the Rugby Football Union attempted to try and stop its spread by altering the
constitution to crush any attempt to establish professionalisation (Viney and Grant,

1978).
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They associated amateurism with a higher social status (Golby and Purdue, 1984) and so
wanted to legitimise rugby as a purely amateur sport by enshrouding amateur principles
into their constitution, and introducing stringent anti-professional regulations. These
were designed to make the northern clubs, tow the pristine amateur line or risk

expulsion.

The problem of broken time payments led eventually to a split, as an article in a

Yorkshire newspaper in 1896 suggested,

‘The northern revolt had been precipitated by the rugby union establishment’s
ignorance of the social conditions under which the game in the north was
played’. (Dunning and Sheard, 1979)

Rugby’s troubles erupted at a time of grave industrial strife and mounting class tension.
The early 1890°s where marked by economic depression, with disputes and strikes over
wage rates. There were also pay cuts especially in mining areas of the north and textile
trade centres in the West Riding of Yorkshire, which were badly hit (Dunning and
Sheard, 1979).

Collins (1997) however, believes that the split was not based on geographical lines.
Many clubs in the Northern Union including Castleford and Dewsbury actually lost key
administrators and players suggesting that the battle was based more on class lines,

focused on differing attitudes towards working class players.

Clarke and Critcher (1985) agree that the split was an act of downward cultural
dissemination by the aristocracy and bourgeois over an issue of class, power and
ideology, inextricably interlaced with questions of professionalism, competition and
market forces (Gate, 1989). Rugby became the only sport in Britain to undergo a total
amateur/professional split due to the intensification of class conflict that occurred in the
1890’s, making it socially divisive (Holt, 1990). It can be argued that amateurism
evolved as the ideological expression of middle class attempts to subordinate working

class players to their leadership (Collins, 1997).
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The entering of working class players into rugby in the 1870’s and 80’s plus the
reluctance of the middle class leadership to allow this participation on an equal footing
caused reverberations. These are still seen even today, as rugby league is regarded as a

game for the masses and rugby union, for the classes.

2.2 Rugby’s Disunion: The Birth of Rugby League

The year 1895 marked the defining moment as bifurcation changed the nature of rugby-
and its cultural and social allegiances, creating two separate sports alienated due to

differences in their backgrounds and beliefs.

The revolution in English rugby acmaliy occurred on the 29" August 1895, at The
George Hotel, Huddersfield. Twenty clubs with the addition of two Cheshire clubs
making the initial membership twenty-two resolved to form a Northern Rugby Football
Union. They pledged themselves to push forward without delay, its establishment, on the
principle of payment of bona fide, broken time.

Before the split, the Yorkshire Union had one hundred and fifty clubs, which amounted
to three-quarters of the numbers affiliated to the Rugby Football Union. Therefore the
membership continued to climb as the following season saw an increase to fifty-nine with
additions including Salford, Swinton, Castleford and Bramley. In 1897, eighty clubs were
members (Viney and Grant, 1978) and 1898 saw the figure rise to ninety-eight (Mason,
1989).

Before September was out, the Northern Union’s season was underway, with the first
matches played on 7" September. At the beginning, players received six shillings per
match as long as they could demonstrate that they were in employment and had lost a
day’s pay (Saxton, 1895). However by 1898, any attempt to restrict payments of players,
was abandoned as professionalism was legalised, although players had to have full time
employment in a legitimate occupation outside football, so, as none become financially

dependent on the game.
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Interests of the spectators continued to increase as Saxton (1895) reported 3,000
watched Cheshire and Lancashire in October 1896; 9,059 supported Lancashire and
Yorkshire in December 1896 and by November 1897; 15,000 attended a match between
the two sides. This period saw the infrastructure of the game’s competitions established

and the very methods and patterns of play that make the game so distinctive.

Season 1901 saw two developments that had an immense; impact on shaping the course
of the game. Firstly, as clubs wanted to reduce the number of players from fifteen to
twelve, they introduced smaller team sizes for a trial period. Secondly, this year saw the
fusing of the Lancashire and Yorkshire senior competitions into one league, as a
campaign for a Super League started. Many of the bigger clubs were tired of the
parochial county championship, however, there were protests from the lower clubs. They
felt that a Super League would skim the cream from the senior competition and kill the

smaller and less glamorous clubs.

However the powerful voice of the bigger, influential clubs won and 1901 saw the birth
of the first Northern Rugby Union, which resulted in a Super League (Macklin, 1974),
very similar to that created during recent events in the game. The change to the Super
League arguably also had damaging effects on the sport in the long term, which can be
identified as the first warning signs of difficulties, which would affect the expansion of

the game.

South Shields, which had been deprived of their best fixtures since the ‘Great Schism’
opted to change codes and move to the Northern Rugby Union. However, the new
Super League declined to accept them and although they were eventually admitted into a
second division, and had a promising start, they were rapidly relegated. Their inclusion
into the bottom division combined with declining gates and increased debt, resulted in
them only lasting for three seasons. A similar existence developed for a club based in
Coventry, which also lasted for three seasons and outlawed clubs in Devon and South
Wales meant that the seeds of future problems surrounding expansion were already

sown, as early as 1910 (Farrar et al, 1993).
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The game needed to be entertaining and competitive enough to keep the communal
support upon which the success of the northern union had been built (Delaney, 1993), as
the Bradford Observer noted (28™ August 1896), '

‘The intention of the union was to lose no opportunity of further improving
the game”, which led it to be shaped not only by the social circumstances that
existed in England at the time but by the people who played it and those who
governed the league’. (Brown, 1979)

Changes to the actual game took place over time, but they were programmed to attract
spectators even from its earliest days, and its refusal to allow lineouts or rucks was a
testimony to this (Midwinter, 1986). Despite the earlier experimental twelve a side
games, the number of players was eventually reduced to thirteen players in 1906
(Williams, 1994) and kicked goals scored only two points instead of four as in rugby
union (Macklin, 1974).

The Rugby Football Union thought that the game was being ruined by the new rules,
which had been introduced to try and make the game faster and more exciting due to the

dependency of the Northern clubs on gate money (Macklin, 1974).

Attendances were continuing to rise though, as average gates in 1902-03 of 5,500 had
nearly doubled by 1904-05 to 9,022 (Williams, 1994). The Northern Union’s
membership also continued to increase, as did their balance sheet. Despite a £90 loss in
its first season, by 1898, with a membership of 98 clubs, the union made a profit of
£1,525. This increased further the following season to £1,544 and by the Annual General
Meeting of 19™ July 1901 the Northern Union had a sound financial base, recording
profits of £2,334 (Gate, 1989).

Within eleven years of the split, the game pattern of rugby league had, in all major
respects acquired its modern form, which distinguishes it as the separate identifiable
game we now call rugby league. It had emerged organisationally, as what is today, a
professional sport, mainly financially dependent on money taken at the gate. Although,
the new league did experience some teething problems, with several clubs including,
Manningham and Stockport going out of existence by 1902 due to financial problems,

overall the general picture was one of enthusiasm and stability (Delaney, 1993).
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The Union was developing fairly successfully (Gate, 1989) and experienced a greatly
settled domestic scene during the years prior to 1914. The new code became strong in
the north of England, and in parts of Lancashire and Yorkshire, ousted association
“football as the local working class sport.

However, despite attempts to expand the new code‘ into fresh areas it failed to develop
significantly elsewhere in Britain, partly because soccer had already established itself as
the major winter spectator 'sport (Cunneen, 1979; Vamplew, 1988). This resulted in the
game never really éstablishing an economic base that would enable it to support a large
body of full time players solely dependent on rugby for their livelihood and consequently
laid the seeds for future financial problems.

The years from 1907 to 1914 proved to be settled times, with few changes,
demonstrating the greater staying power of the Northern Union. However, the outbreak
of the First World War upset the growing prosperity and development of the league,

resulting in several lean, unsettled years for the game.

2.3 The Years 1914 - 1950

The Great War, which broke out in 1914, put paid to any further expansion ideas the
Northern Union may have had. Although initially it caused little disruption, in 1915,
when the war increased its momentum, difficulties began to surface. Many teams were
having problems paying match fees and by 1915, over one and a half thousand players,
had been rallied to the army. A large number were killed in action including Bill Jorman
of Leeds, Walter Raman of Rochdale and J. H. Turtill of St. Helens, spectators too were
in short supply. Therefore, the Annual General Meeting of 8" June decided to suspend
competition for the duration of the war (Macklin, 1974).

Only friendly games were played thereafter, reducing the Northern Union to an
emaciated amateur tournament (Gate, 1989; McCarthy, 1989). By the end of the war,
clubs were in a dire position, many had lost players, money was scarce and several

grounds either had been impounded or were overgrown and decrepit. Oldham, Wigan
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and Broughton Rangers had been forced to sell their grandstands to raise funds and were
dubbed by other clubs the ‘timber merchants’.

Some clubs lost the edge and their form failed to return. One casualty was Runcormn who
never resumed playing and many clubs had to be persuaded to continue, doubting they
could survive another season. The war ended on 11" November 1918, but the decision
was made not to restart until 1919-1920, giving both the country and clubs time to get

back to normal.

The 18" January 1919 saw the resumption and the size of the crowds surprised and
delighted officials. After the long years of tedium and frustration, the return to
competitive rugby league had bought out spectators in their thousands. Crowds grew
bigger and more enthusiastic, with the post war boom reaching new heights. New ground

records were set in Hull, Rochdale, Halifax, and Swinton (Jones, 1988).

The reduction of the average working week from 56 to 48 hours in 1919, stimulated
greater demand for sport (Jones, 1988) and as the chairman of Huddersfield said, ‘There
is no sign of the boom receding’ (Gate, 1989).

The 1920 Annual General Meeting showed the positive balance sheet of £4,641 as the
post war boom continued. A new team Featherstone Rovers entered the league and in
addition the first post war Australian tour of the Northern Union took place. The lack of
real competition for several years led to remarkable scenes on 5" June 1929, when the
first Test match was played at the Metropolis Cricket Ground in Australia, with the
official attendance recorded as 67,859. The matches were a great success, designed

primarily to help the expansion of the game in both countries (Moorhouse, 1995).

This led to an important suggestion being made by the Australian management, Mr. Ball
and Mr. Cann, who felt that the Northern Union should drop its present title and adopt
one more in keeping with the developments in Australia (Moorhouse, 1995). This idea
was considered at the 1922 Annual Meeting and within only twenty-seven years of its
origin, the other side of the world had taken up the game. The name Northern Union was

dropped and the title Rugby Football League adopted.
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However, despite the progress made and the Rugby Football League’s financial report
showing a surplus of £15,164, signs had begun to emerge that the post-war boom was
beginning to subside. This was demonstrated by the reported loss for the Rugby Football
League of £847 in the following season (Delaney, 1993). It had become clear that the
game needed to reassert its own identity, seek a wider base and attempt to try to break
from its traditional areas in order to align itself more with the Australian and New

Zealand Rugby League organisations (Moorhouse, 1995).

As in Britain, a similar emergence and growth of rugby league was also seen in Australia.
This was reflected in the structures of working class organisations in Sydney, although
the principal difference here was that payment of players was not considered an
infringement of any particular moral code (Cunneen, 1979). This in British rugby league
has proved to be one of the biggest obstacles, which put paid to the sport’s earliest

expansion plans.

The game’s failure to spread beyond the northern context in which it originated, was
partly due to the fact that rugby league could not hope to gain support in working class
areas where éoccer had already become firmly entrenched. In addition, its own
strongholds in the northern cities were themselves vulnerable to the lure of the football

league.

Simultaneously the stereotyped cloth-cap image and move to professionalism meant it
could not compete effectively with rugby union for the middle class allegiance. Despite
this, the decision was made in 1928 to move the Challenge Cup Final to Wembley.
Although the roots of the league remained firmly in the north, the first final attracted
over 41,000 supporters, and so sealed the staging of the event for future years at the
London stadium (Dunning and Sheard, 1979).

The years after the First World War had seen many changes for the game, the first
Australian tour, a name change and the Wembley location for the Challenge Cup.
However, even more radical alterations were to be made, with the outbreak of the

Second World War.
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The war brought with it, increased problems, as it caused a temporary halt to the season.
The government did eventually deem that sport was a useful aid to maintain the nation’s
morale and so play was allowed to continue. It did cause obvious difficulties however.
Several grounds were requisitioned for drill or storage and capacities were severely
restricted due to the possibility of air raids. An emergency committee was set up to
administer games for the duration of the war, which was run on a Lancashire and

Yorkshire league basis.

The 1940-41 season restarted as usual, minus Rochdale whose stadium was utilised by
the military and Hull Kingston Rovers who had been forced to sell their ground due to
financial hardship. The following season saw Leigh also excluded, as they too had been
forced to sell their ground. Only eighteen teams continued and so few Lancashire clubs
were functioning that the two divisions where merged into one emergency War League.
Season 1942-43 saw only 14 members start, as the war’s repercussions hit more clubs

and problems worsened as the troubles continued (Gate, 1989).

The hostilities in Europe lasted until May 1945, and rugby league resumed normal
operations shortly afterwards. A similar post war boom to that which occurred after the
First World War followed. New clubs emerged including two in Cumbria, Workington
and Whitehaven and several clubs had imported overseas players which was helping to
attract further supporters, just as in football. The years superseding the troubles in 1940
also saw match attendances flourish, culminating in a new, world record attendance

recorded at the 1947 Challenge Cup Final of 77,605 (Gate, 1989).

Despite this, the game’s officials were still keen to expand the game into two divisions,
which they believed would make for more exciting matches. In 1949, the idea of
expanding to Wales was put into action as the Rugby Football League acquired grounds
in Neath and Abertilley. Huddersfield, St. Helens, Warrington and Wigan all played
exhibition games there and in the wake of this a Welsh League of eight teams was

started.
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Therefore, by the beginning of the 1950’s, the game was enjoying a period of prosperity.
The first half of the twentieth century had proved to be encouraging for the sport, and it

seemed that the best years were still to arrive.

24 Rugby League, Technology and the Media: 1950-1 985

The successful post war trend of the late 1940’s continued into the early 1950’s
providing the most prosperous years in the game’s history. It thrived alongside other
spectator sports, culminating in a record attendance for the 1954 Challenge Cup final
replay at Odsal of 102,575 (Yorkshire Post, 1997). Average attendances in season 1949-
1950 reached 9,428, and this period saw the emergence of a new team, Blackpool
Borough. The sport flourished due to the social change and technological developments,

which the post-war years had brought.
As Moorhouse (1995) commented,

‘1950 saw the start of a social and scientific transformation of the western
- world, which in many ways was comparable to that of the 1890’s and rugby
league, was again, one of the areas it touched’.

One example of this new technological age was the introduction of floodlighting. The
first game played using this latest advancement was between the Kiwis and Great Britain
at Swinton on 10™ November 1951. Rugby league was the first form of football played in
Britain under lights, and its success led to a Knockout Floodlit Competition in October
1955.

More importantly this was sponsored and broadcast by the Television Company,
Associated Rediffusion, marking the beginning of television’s infiltration into the world
of rugby league. In addition, it also provided each team with £400, signalling the first
‘television money’ for clubs. Although the transmission did not reach the north of
England at this time, in the longer term, it paved the way for the BBC 2 Floodlit Trophy.
This was introduced several years later and lasted for fifteen seasons, providing an

important long-term source of income for the clubs involved (Moorhouse, 1995).
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However, although the early 1950’s proved the most suécessful years in the game’s

history, the upsurge was short lived and many troublesome years were to follow.

The outbreak of the Second World War, the problems related to geographical
limitations, coupled with the‘ increasing success of football and the class divide which
separated it from union, meant that rugby league, despite the encouraging first half of the
twentieth century, remained a primarily northern sport based in towns located along the
Pennine routes, played by working class men. Any hopes of expanding to become a
nation-wide game had not come to fruition and again financial problems were becoming

rife among the clubs.

The first indication of a reversal of the current successful trend accompanied by the
beginning of the re-emergence of problems was seen in 1952. The Welsh league had
experienced problems, with funding difficulties and poor facilities which proved to be its
downfall, as it became defunct by the end of the year, only three seasons after its birth
(Moorhouse, 1995). In addition to this, expansion and the prospect of the introduction of
further clubs also diminished as a team from Glasgow was refused entry to the rugby
league. The authorities thought that it would cost existing clubs too much in travel

expenses if Glasgow were admitted.

Therefore, expansion was now starting to seem a remote possibility as the post war
boom appeared to have subsided and problems were beginning to surface. Rugby
league’s unstable position within the leisure industry was intensified by the slump in

attendances that afflicted all spectator sports after the peak in the immediate war years.

Average attendance began to fall, a decline, which gradually increased momentum and as

indicated in Table 2.1, saw the figures nearly halved by 1962.
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Table 2.1 Rugby League Average Attendances 1949 - 1962

1949-1950 9,428
1955-1956 6,205
1957-1958 6,161
1961-1962 5,506

Source: Adapted from Burkitt & Cameron (1992)

Much of the blame for this was attributed to the relationship between rugby league and
television, with the introduction of the live televising of games. The, then Chairman of

the Rugby League, Bill Fallowfield reported,

‘There are no indications as yet, that attendances are better because television
has spread interest in the game to a wider public. Increased interest in the game
in areas, remote from the centres in which it is played is of no material benefit
to the game. Circumstances would however be very different if there was the
immediate prospect of expanding the game to these remote areas’.

(Moorhouse, 1995) :

This led to the decision being made to halt the television coverage of rugby league,
although this also curbed the flow of income to the clubs, which this type of television

contract generated.

By June 1955, the Rugby Football League announced profits of only £138, with
outstanding loans to clubs totalling £20,000. Twelve months on and the loans had risen
to £30,000, showing the increasing financial plight of the clubs. This coupled with the
continuing decline in attendance and the accompanying fall in gate receipts, led by the
end of the 1955-56 season to a deficit for the league of over £1,000 (Moorhouse, 1995).
Also crippling the game’s clubs was the imposition of a 25% entertainment tax from

1951-1956, coming on top of the club levy, one of the principal sources of central funds.

Other factors, which impacted upon rugby league, were external to the game. This
period saw the beginning of the demise of the Saturday half-day, which meant the whole
day, was now available for leisure. This allowed for an increase in leisure time, leading to

new developments and the growth in other recreational opportunities. Sport was being
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increasingly challenged by new family and domestic centred leisure activities based on
the car, hi-fi, video recorder and home improvement (Whannel, 1992). This was
demonstrated by the surge in DIY and home improvements, which accompanied a rise in
the number of owner occupied dwellings from just over four million in 1951 to thirteen

and a half million by 1984 (Gratton and Taylor, 1985).

The increase in competition from new home-based leisure activities saw many, once
popular choices in leisure now suffer a downturn in interest and support. However, the
main source of this entertainment came in the form of television, which had now entered
most homes. The Rugby league’s previous decision to allow coverage of live games was
instantly seen to be taking spectators from the terraces and therefore blamed for the

decline in gates (Gate, 1989).

Despite the ban on the televisirig of live games due to its correlation with a reduction in
support, by 1958, the game’s authorities had reversed their decision. Rugby league
became the only sport, to allow the live televised coverage of a match while other clubs

where actually playing on a Saturday afternoon. Football has never allowed this.

To some extent, this live television coveragé provided a spur for the spread of the sport.
It exposed the game to a national audience, for the first time, often attracting over

100,000 viewers (Gate, 1989) with this rising to between 3-4 million in later years.

Briefly, this proved successful, resulting in a twenty five percent increase in gate figures
during the 1962-63 season. However, this was short lived, as uncertainty, as to whether
television’s coverage of rugby league was beneficial, persisted. By the following season
the aggregate attendance had slipped back below two million for the first time since the
war, and by the last season of the decade, it had dwindled further to 1.43 million (Bird,
1982).

Therefore, although rugby league officials thought that televising matches was doing no
future harm to the game, many commentators still viewed television as the principle
cause of rugby league’s decline as a spectator sport during the 1960’s (Sunday Times,

7th May 1992). This eventually led to the rugby league taking action by once again
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halting the live coverage of matches, as crowds in the late 1960’s were the worst of the

- post war era (Kelner, 1996).

Problems were further aggravated by the pattern of success that Wigan were
demonstrating. They had won the Challenge Cup three times in the 1950°s and appeared
at Wembley five times during the 1960’s. St Helens too displayed a certain supremacy,
winning the cup and championship twice and the Lancashire Cup seven times during this
period. The fact was that the game seemed to be growing increasingly predictable and

losing the exciting element that the Northern Union had tried so desperately to ensure.

This led to the authorities tinkering with most aspects of the game in an attempt to try to
make it more attractive to potential spectators. The introduction in February 1960 of two
divisions was revised in 1964, with a reversal back to a single league. The four-tackle
rule was introduced which would later be increased to six tackles, the mark was
abolished and the tap penalty reintroduced. The Australian policy of allowing substitutes
was permitted and a lighter coloured plastic ball used for the first time. By the-mid

1960’s, Sunday matches had also been sanctioned.

The increasingly desperate situation led to yet another U-turn by the Rugby Football
League in 1967, when they were offered and accepted £200,000 by the BBC, for the sole
rights to the top games for the next three seasons. In reality though, live television was
only one factor in a larger constellation of difficulties and in real terms, sports, other than

rugby league displayed a decline during the period.

Leisure as a whole was actually expanding as the number and variety of leisure activities -
had increased. However, other areas that had developed as mass leisure activities during
the post war years, as rugby league had, were seeing a similar slump in attendance.
Alternative recreational pursuits were increasing in popularity and so ‘traditional’
activities like the cinema exhibited a steady reduction in admissions. Although twenty six
million people a week in 1951 visited the cinema this figure had dropped to only one
million by 1984 (Gratton and Taylor, 1985).
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Despite the attempts to counteract the problems within the game, the start of the 1970’s
offered little respite for rugby league, as the trouble continued. The game was struggling,
as clubs were insolvent, many teams required loans in order to survive. This continued
flow of credit had been an accepted feature of the English game for some time, with the
resources used to pay for ground improvements, to offset the build up of debts or to help
establish social clubs for the supporters. This period also saw the abandonment of the
Lancashire and Yorkshire County Leagues due to a lack of support, as the increasing

financial difficulties for clubs was paralleled by declining attendance.

By 1972, the attendance of 1,365,700 recorded was a third of the figure in 1952 of
4,000,000 and continued to fall (Arlott, 1945). Costs had risen steadily and many clubs
had dire financial problems, Hull Kingston Rovers was one example. They recorded

losses of £11,818 in the 1972-73 season, also revealing a 14.5% decline in attendance.

In the 1974-75 season, Barrow claimed they were losing £400 a month and Oldham
reckoned to be £38,000 in debt (Saxton, 1975). By 1975, small clubs like Blackpool
Borough had borrowed over £3,000, York, £2,200, and bigger clubs also required help,
including Wigan to the total of £48,000, Castleford, nearly £4,00v0 and Salford £23,000.
Clubs were also beginning to pay excessive transfer fees, demonstrated in Table 2.2,
which many could not afford, putting even greater strain on already stretched ﬁnaﬁcial

resources.

Table 2.2 Record Transfer Fees 1969-1988

1969-70 12,500 1979-80 38,000
1972-73 13,500 1980-81 72,500
1975-76 15,000 1985-86 100,000
1977-78 18,000 1986-87 130,000
1978-79 35,000 1987-88 155,000

Source: Moorhouse (1995)

Therefore, the game was forced to turn to sponsorship as an extra form of income. The

increase in leisure time had meant that the traditional ways in which sports bodies coped
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with financial problems, sweeps and lotteries, selling debentures, socials, levies and
raising the price of entry had all proved insufficient (Hargreaves, 1996). Spectator sport
could no longer pay its own way (Calhoun, 1981).

The rugby league looked to companies like the Yorkshire Brewers, Tetley who put up
£4,000 in 1971 in support of the Lancashire Cup and John Smiths Brewery offered a
similar amount in backing the equivalent, Yorkshire competition. In 1975, John Player
invested £22,800 into the game, which led to the launch of the Regal Trophy competition
some years later (The Guardian, 10" September 1975).

The modern era of promotion and sponsorship coincided with changes in personnel and
direction at rugby league headquarters, as David Howes and David Oxley were installed,

bringing fresh ideas and a new forward thinking approach to the game.

In order to renew interest in the game they relaxed the ban on international player
transfers, producing firstly a trickle and later a flow of Australians to the Northern
Hemisphere. The rapid expansion of air travel helped to transform both the game’s
labour market and the advent of international competition with the introduction of a
World Cup Competition, which aided in the extension of the game. Domestic club
competition was also helped at this time by the full opening of the M62 motorway in
June 1975. |

Despite some of the problems of the last thirty-five years, these changes to the sport
during the late 1970’s resulted in the game witnessing a brief upsurge in interest. A
renaissance occurred in Hull, helping to provide the game, with the greater national
exposure it craved. The two Hull teams met five times in major finals during the first half
of the 1980’s, and between them ensured that no single community in rugby league’s

history had ever won as many trophies in such short a time.
‘The climax was the teams both reaching The Challenge Cup Final for the first time in

1980. This event divided the city and gained massive media attention. One city, divided

by a game resulted in a domino effect within the rest of the rugby league, as once again
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the enthusiasm and passion returned to the game and catapulted it into a more confident

era.

This upswing did continue into the 1980°s with Wigan replacing the Hull teams as the
dominant and most successful club. However, in spite of this, these years witnessed
events, which had far reaching effects not solely for rugby league, but for sport in

general.

Firstly, the tour of Australia in 1982, saw Great Britain heavily beaten and highlighted
the weaknesses of the English game, including a lack of strength in depth, as Wigan’s
sole dominance continued right through the 1980’s and into the 90’s. This did nothing to

help the game, which often lacked excitement due to its increasing predictability.

A team from Fulham was entered into the League in 1980, the first from London. This
led to overtures being made from other soccer clubs who were interested in becoming
involved in the sport, including Luton Town, Reading, Crystal Palace and again Glasgow
despite them being refused entry several years previously. Although nothing came of
these initial inquiries, a year later the Rugby Football League did admit Cardiff City.
Within three seasons however, they had folded due to the lack of a suitable ground and
financial pressure. A further team was launched from Maidstone, Kent Invicta but they
too only lasted until the end of 1985 (Farrar et al, 1993).

Despite the failure of these ‘new clubs’ and the low ebb of the game, expansion plans
| remained in the minds of the Rugby Football League as they agreed to admit both
Mansfield Marksmen and Sheffield Eagles in 1984. Although Mansfield too were a side
which failed to survive, Sheffield became one of the only success stories of the Rugby
league’s expansion plans. International development also occurred with the introduction
into the fold of Papag New Guinea, adding to Britain, Australia, New Zealand and
France as Rugby League playing nations. |

In terms of external circumstances and events that shaped not only the future of Rugby
league but also other spectator sports in Britain including football, two factors proved

decisive. Firstly, the economic recession which saw official unemployment figures rise
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dramatically from 700,000 in January 1975 to just over three million in early 1981 (Sked
and Cook, 1993). This combined with strikes by most of the country’s workers’ unions

was reflected in the dwindling support at grounds around Britain.

For a significant majority of fans, the decline of English manufacturing industry in the
form of the coal and steel, meant deprivation in leisure as much as in many other areas of
their lives (Russell, 1997). The majority of the country’s manufacturing industry was
situated in the north, which proved significant for the Rugby Football League due to the
geographical location of its member clubs. As one of rugby league’s sponsors, British
Coal were forced to terminate its annual grant of £190,000 in support of the Great
Britain Rugby League Team and the financial assistance it gave to Wakefield Trinity
(Moorhouse, 1995).

The decline in industry was accompanied, notably by a parallel decline in the game’s
spectator support. Rugby league appeared to be in crisis, the game that had begun some
one hundred years earlier, looked on the verge of destruction. However, in spite of the
lack of support and the game’s financial difficulties there was one exception, Sheffield
Eagles. Despite the city of Sheffield suffering a dramatic decline in its manufacturing
industfy, a rugby league club emerged and developed into a Division One team.

Therefore amidst all the problems and strife, an element of progression was still evident.

The second detrimental influence on the English professional sporting scene was the
implementation of ground safety regulations after the Bradford City fire and the Heysel
Stadium disaster in 1985 and the Hillsborough Disaster four years later. An investigation.
by Lord Justice Taylor, which probed into the incidents at the two British football
grounds and examined the state of sports arenas in general, produced a report, the effects
of which where felt by most professional sports clubs. It highlighted the need for more
modern, all seater facilities and therefore provoked significant implications for the games

of both football and rugby league.

Lord Justice Taylor published what became known as the Taylor Report in January 1990

that revealed a general malaise or blight over the games due to a number of factors.
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Principally they were old grounds, poor facilities, excessive drinking at grounds and poor

management.

His recommendations included that standards had to be improved and for many clubs this
meant an even greater demand on their already limited resources. Compounded by this
was a rise in insurance premiums on grounds of 500%. For many clubs that owned
ageing and dilapidated stadia this forced them into having to leave their long-standing
horﬁes. Historical venues like Fartown in Huddersﬁeld, Dewsbury’s Crown Flatt and
Hull Kingston Rover’s Craven Park were lost, as the pressure increased to improve and

modernise grounds or go under.

These two events external to rugby league, over which the game had no control, proved
to be of notable significance and have had, as great an influence on the sport, as any
decision, which its controlling body made during this time. The game was not alone in its
troubles, as football had experienced similar problems but towards the end of the 1980’s
a combination of both extrinsic and intrinsic factors meant that in rugby league, many
clubs were struggling to survive. The sport badly needed a radical solution if it was to

turn its fortunes around and solve the financial and structural difficulties it was facing.

2.5  Prelude to the Super League: 1985 onwards

The downward trend in attendance figures experienced fhroughout the 1970°s and 80’s
continued and intensified into the next decade, with crowds declining further by 1990. A
picture of run-down grounds, poor facilities and financial depression compounded the
growing lack of interest in the game. Many clubs had spiralling wage bills and income
had remained static. There had been a growing reliance on the governing body to pull in
sponsorship and money from television deals, with smaller élubs surviving on handouts

from the 6% levy imposed on first division clubs. Rugby league was in disarray.

By the end of the 1992-93 season, only fourteen clubs had experienced greater average
crowds than in the previous year, leading to a worsening financial situation, with

seventeen out of thirty-two clubs technically insolvent (Observer, 21% August 1994).
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Some clubs like Nottingham and Blackpool had been forced to relinquish their league
status and became defunct, whilst Doncaster went bankrupt and despite continuing,

found themselves no longer full members of the league.

In November 1992, Maurice Lindsay replaced David Oxley as Chief Executive of the
Rugby Football League and immediately decided to commission a major financial review
of the sport. This was an attempt to identify the game’s major problem areas in the hope

of solving what had become a financial crisis within the game.

The review was carried out by Global Sports Marketing (GSM) in 1993 and proved to
be the most thorough and expensive the game had undergone in its history. It involved a
review examining all aspects of the game including attendance, the geographical

positioning and the financial condition of the clubs.

The audit was illustrated in the minutes from the Framing the Future Meeting and
highlighted a highly regionalised game, with a strong bias along the M62 corridor. It
found that of 2,587 amateur and school rugby league clubs, 93% were located in postal
areas where a professional club was situated. In a season, 60% of all spectators watching
professional rugby league came from just four postal districts, Wigan, Leeds, Wakefield
and Warrington (Waudby, 1993). It was evident that the thirty-two professional clubs
were serving a small overall market and due to their close proximity, there was little

scope to extend outside natural, club boundaries (The Guardian, 31* August 1994).

Rugby league had failed throughout its history to expand beyond its northern territories
and any hdpes of possibly raising interest for the game in the immediate future was
doubtful due to the escalation of football’s success since 1986. Graph 2.1 demonstrates
the extent of the disparity between the two sports in terms of their supporter base. This
clearly shows the advantage football has always had in terms of attracting larger

audiences than rugby league, primarily due to its national rather than regional coverage.

Although, from the post war period football experienced a much more dramatic decline

in attendance than that witnessed in rugby league, football has always attracted
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considerably greater levels of support. On average, the first division in football attracted

more support than all of the rugby league clubs collectively.

The decreasing levels of sﬁpport for rugby league had also resulted in a fall in gate
revenue. The financial failing of the clubs was emphasised within the report, as the game
was losing nearly £3million a year. The Rugby Football League was paying 47% of their
income directly to the clubs, not only in their allocation of sponsorship money but also in
loans (Rugby Football League, 1994). Salary payments were being made over and above
the revenue being generated through the turnstiles, a situation, which had grown
continually worse since the introduction of player contracts in 1989. Wage bills had risen
by 10% within three years and was thfeatening to drive clubs deeper into financial

trouble and several out of business.

The report highlighted the over-payment of players and the reliance of many clubs on
playing success as some 'Holy Grail', as possible reasons for the dire financial position
within, which rugby league found itself (Rugby Football League, 1994). Lack of interest
in rugby league was also compounded by the emergence of Wigan as the dominant force
within the sport, winning every honour in the game throughout the

1980’s.

The internal problems for the game were not helped by a number of problematic, external
factors. There had been a rise in living standards and an accompanying increase in
consumer choice, resulting in changes in leisure patterns. Increasing levels of car
ownership continued to play a major role, allowing all manner of other attractions to

draw people from traditional locations, including sports grounds (Russell, 1997).

The GSM review culminated in the publication of a report called ‘Framing the Future’.
This was presented to the Rugby Football League’s member clubs at Central Park,
Wigan on the 30" August 1994. The report contained a set of proposals and criteria, plus
highlighted the changes that needed to be made, setting out guidelines and minimum
standards, which had to be attained on and off the field (Observer, 18" September 1994).
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The new, stringent fiscal directives suggested, included tighter financial controls and the
adoption of a more professional management structure, prompting a new, business like
approach into the running of the game. The governing body insisted that the clubs had to
introduce personnel in key positions with the appointment of a chief executive, club
accountant and é marketing manager. It was hoped they would help to turn the financial

situation around and lead rugby league into a more financially secure future.

Compelled by the Safety of Sports Grounds Act, the Rugby Football League was also
forced to impose criteria relating to the provision of facilities and the improvement of
conditions at its grounds for both spectators and the media (Culture, Media and Sport
Committee, 1999). Stadiums had to provide 10,000 capacity, 6,000 of which were to be
covered and 2,500 seating provision. Improved access and viewing areas for the
disabled, better dressing rooms and sanitary provision, were all standards included in the
Framing the Future document that had to be met within five years (Hull Daily Mail, 6™
October 1994).

The report also suggested that, ‘the creation of a professional rugby league with fewer
clubs would support the current market better’. This led to discussions regarding the
merging of existing clubs, which would allow for better use of the limited resources that
the game depended on. A change to a summer season was also suggested plus regional
development programmes to help promote and develop the game throughout the

country.

The Rugby Football League was aware however that too many radical changes could
threaten their existing supporter base and so only a limited number of changes were
made. The sport remained a winter game, the proposals for mergers were disregarded,
and only the financial policies and new ground regulations were implemented. The GSM
report had served to raise awareness of the severity of the problems that the game was
facing. The majority of the clubs were financially embarrassed and with declining crowd
figures, the future looked bleak. The guidelines set out in the Framing the Future report
were to act as a framework for the clubs to follow, so that conditions would be improved

for supporters, and financially the game would enter a more stable period.
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2.6 Conclusion

Rugby league evolved from a mass folk game played with no distinct rules or regulations
into a professional team sport, attracting gate-paying supporters. The most distinct
moment in its history to date was the split from the game we now know as rugby union,
as rugby became the only sport to undergo a total amateur/professional separation. This
was due to both class and geographical differences that affected the various county

associations, and led to problems over ‘broken-time’ payments.

Although rugby league’s growth years were successful, the onset of the First World War
coupled with the escalating dominance of football, meant that expansion plans for the
sport were becoming increasingly unlikely. The outbreak of a Second World War led to
both on and off field problems for clubs. '

The war took its toll on grounds, financially many clubs were in dire positions and the
number of player casualties was high. Despite this, the years following the end of the
troubles again resulted in favourable gate figures, which seemed to signal a new era for

the game.

However, the post-war boom years that had proved the most successful for England’s
spectator sports were short lived. The dispersion of several years of prosperity, were
superseded by periods of financial hardship and limited gates. Attempts to introduce new
clubs from ‘non-traditional’ areas had in nearly all cases, failed and with the introduction
of technoiogy and the enormous extension in terms of leisure choices, attendance figures
began to decline. This resulted in an accompanying drop in gate receipts, which proved
fatal for several clubs and plunged those that had managed to survive into alarming

financial positions.

More recently, the doubts over the safety of grounds, due to the incidence of several
disasters had placed further pressure on clubs, both financially and from a community
stance. The state of rugby league had reached a critical point. It seemed inevitable that
unless drastic measures were taken and new approaches to the problems adopted, the

future would be bleak, if indeed, there was to be a future at all.
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Although from the birth of these professional spectator sports, namely rugby league and
football, the future appeared to look very bright, as they developed problems became

evident.

Throughout its one hundred years, rugby league has experienced a gradual decline in
attendance, managing only to maintain a stable supporter base in the northern counties of
England. The failure of the govemning body to promote progressive attitudes and
regulations has resulted in an antiquated and archaic hierarchy and structure. The game
has tended not to move with the times and this has deprived the sport of much needed
investment for its continually failing members and prevented advancement and impaired

further expansion.

This chapter concludes at the end of the 1994 season, with attendance figures within the
game of rugby league declining. Problems where exacerbated further by an increasingly
precarious financial position for the majority of clubs. The future looked bleak and a

radical solution had become a necessity.

The following chapter will address the second and third objectives of this research,
examining the economics of professional team sports literature and providing a definition
of the American model. This theoretical model will provide the framework for the
empirical investigation and will be evaluated in relation to the extent to which it has been

adopted by the sport of professional rugby league.
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Chapter Three

Literature Review

3.0 Introduction

Following an introduction to the sport in the previous two chapters and an outline of the
recent chahge’s that have been implemented, it is apparent that rugby league has looked
to American professional sport in an attempt to solve its problems. The focus of the
literature review is the economics of professional {ealn sports literature, the main body of
which is generated in North America (Gratton and Lisewski, 1981). This has grown
steadily since articles first started to appear in the 1960’s and deals with specific
problems associated with the major American professional team sports, basketball,
baseball, ice hockey and American football. A major study of both the American and
British literature was published by Cairns, Jennett and Sloane in 1986. Therefore, fhe
theoretical framework for the study is adopted from the American professional team

sports model.
From this, the following essential areas have been identified:

¢ Uncertainty of Outcome
¢ Theory of Cartel Behaviour

4 Product and Labour Market Controls

- The basic underpinning component of the American model is uncertainty of outcome,
which is necessary to produce competitive games and is regarded as the key to economic
analysis of professional team sports (Sloane, 1980). For competitive balance to be
achieved and uncertainty of outcome maintained, the co-operation of clubs is required.
Sports are therefore organised into leagues or cartels that work to ensure league
decisions and enforce and preserve uncertainty of outcome.
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In order to do this, the leagues are responsible for deciding upon and imposing product

and labour market controls for the benefit of all members.

Therefore, the three strands of the American model will each be examined and critically
evaluated in order to form the analytical framework on which the study is based. The
framework will then be used to compare the changes in rugby league to the American
model. This is the first experiment to apply the American model to a British sport,

although providing, not a direct application, the closest that has ever been attempted.

In addition, previous work has identified differences that may exist between American -
and British professional team sports namely the primary objectives of professional sports
clubs in both countries. Also examined will be the failure of the American literature to
consider non-market factors. It is generally accepted when analysing the demand for
British sport that socio-cultural issues are an important element for consideration. The
American literature however, neglects to mention that other, non-market influences may
also affect professional team sports. The significance of these factors in relation to
British sport will be considered and the implications of such factors for the successful

introduction of the American model into British professional sport, examined.

Recently the influence of broadcasting demand has become an important additional
element in the functioning of professional team sports. However, although this factor has
not yet been readily adopted into the American model, it does appear increasingly crucial
in determining revenue. This chapter will begin by examining in detail the three crucial
market factors in relation to professional team sports. Then the additional factors of club
objectives, non-market factors and the relatively new area of research concerning
broadcasting demand plus the importance of the role they play in influencing the

operations of professional sports clubs will be reviewed.

3.1 Uncertainty of Outcome

In order for a spectator sport to exist commercially, there must be a demand for it: i.e.

people willing to pay to watch or attend the event. The demand is important for virtually
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every aspect of club and league behaviour (Peel & Thomas, 1988) and has a number of

facets.

Primarily we are concerned with why people attend matches and the most obvious
reason as identified by Ruddock (1979) is that entertainment is the commodity and the
reason why the consumers walk through the turnstiles. People actually pay to watch the
match (Sloane, 1980).

However, the decision to attend a match may be affected by several different factors.
Greenstein and Marcum (1981) in their study of Major League Baseball suggested two
types of determinants of demand. Firstly, socio-demographics relating to age, sex, social
and economic status, size and distribution of the population and secondly, sporting event

accessibility, relating to seat availability, location and transportation factors.

Thomas and Jolsen (1979) found in their study of the Baltimore Orioles Baseball team
that they could classify determinants of demand into five groups, access to stadia,
personal reasons, promotion and stadium services, team performance and physical

facilities..

Hart, Hutton and Sharot (1975) also identify determinants of a demographic or
geographic nature. Attendance figures clearly depend on the number of supporters each
team can claim and this in turn depends on the population of each team’s catchment area.
Schofield (1983) takes this further to include variables like population size, ethnic mix or
per capita wealth.

Apart from socio-cultural variables, Hart, Hutton and Sharot (1975) also recognise
economic determinants of attendance, notably the entrance fee at the ground and the

level of private incomes.

Demmert (1973) and Noll (1974) found in baseball that demand was relatively price
inelastic. Conversely, Branscome and Wann (1992) found that if teams owners increased
the value of going to the game by either lowering the price or offering more
entertainment for current prices, then attendance would rise. People saw they were

getting value relative to and when compared with the value of other forms of
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entertainment. However, Dabscheck (1975) insists that most clubs charge approximately

the same admission price, so there is no real attempt to compete for spectators by price.

Bird (1982) in his study, found English football was an inferior good. As the availability
of surplus income increases, demand decreases, as other options become available for the
consumers to spend their money. This can be attributed to the substitution effect,

although in English football now, this is no longer the case.

Sports have to compete with other forms of substitute or rival entertainment outlets for
the consumer’s time or money, either different sports activities or other leisure pursuits

(Demmert, 1973; Thomas and Jolson, 1979).

As Davies et al discovered in their 1995 study, many cities and towns have a variety of
sporting activities that compete for spectator income. Carlisle, Doncaster and York all
have professional rugby league clubs, a football club and a racecourse. Bradford, Hull
and Sheffield all have at least one, rugby league club and at least one football club plus a
speedway team. However, it is not just substitutes in the form of other sports, but also

alternative products.

The growth of car ownership (Sloane, 1971), television, radio and newspaper coverage
(Thomas & Jolson, 1979) plus the type of stadia and facilities available (Noll, 1974;
Scully, 1974; Medoff and Abraham, 1980; Vamplew, 1982) and factors like weather or

climate and popularity of the sport can all play an important role.

Wakefield (1995) who found after interviewing local spectators, that Pittsburgh Pirates
Baseball team were operating in a ‘football town’ reiterates this. He indicates that
people’s perceptions of the mass popularity of going to see a particular teams games may

influence choice behaviour.

Although, socio-demographic and economic factors have all been put forward as major
determinants of demand, Greenstein and Marcum (1981) identified a further factor
relating to demand for sports teams. They perceived this to be the most powerful

determinant of demand and expected a strong positive correlation between winning and
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attendance figures. However, this served to explain only 25% of variation in attendance,

demonstrating the extent to which other factors are of obvious significance.

Although the factors already mentioned are all accepted as determinants of demand,
economists now acknowledge uncertainty of outcome as the most important component
of demand (Neale, 1964; Jones, 1969; Caimns et al, 1986; Peel & Thomas, 1988). This
refers to how well matched the teams are. If teams are equal in sporting ability, the result
of the game will be in doubt, if one team is far superior to the other, the result is a

foregone conclusion.

In order to retain interest in a game, the result of the match must be uncertain.
Consequently the greater the competitive equality between teams and hence the greater
uncertainty of outcome on the field, the greater is spectator interest or demand for the
sport (Neale, 1964). Each game’s attractiveness depends to a large extent on the
expectation of close match, as the probability of either team winning approaches one,
gate receipts fall substantially (El Hodiri & Quirk, 1971). Clear superiority or inferiority
reduces uncertainty of outcome, which affects the gate of both teams. Therefore, for the
league as a whole the greater the uncertainty of outcome the greater the aggregate

attendance (Jones, 1969).

Uncertainty of outcome therefore, relates to the expectation of a close match, which is
needed to produce a competitive game. Although a 6-5 victory is as successful as a 10-0
victory, it is much more likely to sustain demand (Rathmell, 1974). If uncertainty of
outcome increases, it is then accepted that demand for the game will also increase, as

Jones (1969) states,

‘Other things being equal, the greater the degree of competition, the larger
the crowds and the greater the revenue’.

When discussing the importance of competitive balance it must be recognised that there
are three types of uncertainty of outcome. The first is match uncertainty of outcome and
relates to each individual match contested. The expectation of a close game may well
tempt more home supporters to attend, plus more supporters to travel with the visiting

team (Vamplew, 1988). Although, as Peel and Thomas (1988) explain, for individual
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clubs, supporters enjoy watching a high placed team, particularly when their own team is

likely to win.

Short run uncertainty of outcome relates to all games within a season. The importance of
these differs throughout the season notably because games have little significance for
overall outcome of the championship in the first few weeks of the season but have more
in the season’s closing stages. This is closer competition for either, the clubs located at
the top of the table who are in contention for the league championship or for clubs in
danger and trying to avoid relegation. As the season progresses, more clubs drop out of

contention, but the games of those remaining takes on an even greater significance.

Thus, as Jennett found in 1984, short run uncertainty of outcome is significant in Scottish
Football League because the games likely to be more important for determining the
championship attract extra supporters and therefore generate increased attendance. This
is supported by Danielson (1997) who added that attendances are not generated solely by
the probability of victory of either club in any one game but by the significance the game

has in the overall championship race.

Further, to support the need for some type of equality and balance is the work by Quirk
(1973) and Wiestart (1984). They found that continued one-sided domination of a league
by one team would ultimately lead to a lack of interest in league games. This was found
to be evident not only in weaker cities but in the dominant city itself, substantially
diminishing and reducing interest in live attendance. Hence, if several teams alternate
winning the league title over a period of years rather than one team dominating,

aggregate attendance will be substantially higher (Noll, 1974).

Vamplew (1988) however, suggested that uncertainty of outcome could also work
against the individual clubs and actually undermine their long-term viability. Although a
high level of uncertainty of outcome makes for a more interesting game, the result can go

either way and too many in the wrong direction could serve to reduce local support.

Despite the evidence supporting uncertainty of outcome several studies have questioned

its significance on attendance. Cairns in his 1983 study using Scottish football league
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data found that there was evidence to suggest that the relationship between the increase
in attendance precipitated by increased uncertainty of outcome was not clear. Jennett
(1984) also found that the extent to which leagues can generate new attendance from

increased (short-run) uncertainty of outcome is somewhat limited.

However, Rottenberg (1956) although arguing that the closer the competition the larger
the attendance, found that baseball league attendance figures do not altogether
substantiate this view. As Jennett (1984) stated, uncertainty was more important with
regards preventing the long-run domination of the league over several seasons by one or
two clubs, which he found would diminish interest and lower attendance. Hence,
increased long-run uncertainty of outcome appears necessary in order to secure the

league’s success.

Therefore, long-run uncertainty, relating to uncertainty over a number of seasons, may in
terms of survival of both individual clubs and the league as a whole be viewed as the
" most important. Althéugh teams may dominate during a season any long-term reduction
in uncertainty may result in even the successful teams losing support. If a team’s stock of
playing skill increases above that of other teams, the probability of its winning will

increase and as uncertainty of outcome falls, attendance will eventually fall.

As Neale (1964) demonstrated, for a period in the late 1950°s the Yankees lost the
championship and opened the possibility of a non-Yankee World Series, they found
themselves facing sporting disgrace but bigger crowds. Therefore, aggregate attendance
will be substantially higher if several teams alternate in winning the league title over a

period of years, than if one team dominates (Noll, 1974).

Winning teams are often good for business, as consistent winning often helps a club gain
entry to a higher division but teams that win most of the time reduce league
competitiveness. Any game that is too predictable will not raise spectator awareness.
Although sport can entertain, it can also frustrate, annoy and depress. It is this very
uncertainty that gives sport its unpredictability, but continued success by one team will

reduce these highs and lows and turn people away from the sport.

45



As Danielson (1997) explains,

‘Professional teams have a collective interest in producing games that
involve enough uncertainty to sustain the interest of their customers.
Competitive leagues are good business; close pennant races and more
teams in contention for post-season play increase attendance and
broadcast audiences’.

Consequently, as the essential economic fact is that gate receipts depend crucially upon
competition among teams (El Hodiri & Quirk, 1971), in the long run, playing strengths
must be fairly evenly distributed among the member teams in a league (Rottenberg,
1956). The important goal of the league is to ensure member clubs are relatively
balanced in terms of their competitiveness on the field. This helps preserve both the
competing teams, ensures production of the common product, and allows the continued

existence of the league itself.

The importance of uncertainty of outcome in generating attendance has distinct policy
implications. Teams and leagues must co-operate to ensure competitive balance is
maintained. This is why unlike other businesses, many sports teams operate as cartels,
working together to try and safeguard close competition, which then guarantees
spectator interest and profits are assured for the league as a whole and the teams it

represents.

League administrators can affect uncertainty in numerous ways and hence, on uncertainty
of outcome rests the justification for sporting leagues restricting competition. This is
done via rules devised to ensure survival of a sufficient number of clubs, through pooling
of revenues, limitations of players among clubs and arrangements adopted for sharing

gate receipts between competing clubs.

Competitive balance is a necessary element to any. sporting league, without which
uncertainty of outcome may be reduced leading to a decline in both attendance figures
and gate receipts. In order to try to maintain this equilibrium, teams co-operate in the
form of leagues or cartels through which decisions regarding the control of both product

and labour markets are made.
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The following two sections develop further the argument for uncertainty of outcome as
an essential part of professional team sports. Firstly, the organisation of professional
team sports into leagues will be examined followed by a review of the market controls

adopted by leagues in order to establish and maintain uncertainty between clubs.

3.2 Theory of Cartel Behaviour

As already examined, uncertainty of outcome is a necessary pre-requisite for increasing
demand for a game and the league functioning as a viable economic installation
(Davenport, 1969). In order for sports teams to maintain uncertainty of outcome, they
require the equalisation of playing strengths, which in turn requires the co-operation of

all teams in the league.

Unlike firms in business, a sports club cannot produce a game on its own and so it
depends primarily upon the existence of other teams to provide the opposition to play
against and to attract spectators on a regular basis (Cooke, 1994). Unique to sport is the
theory of inverted joint product, introduced by Neale in his 1964 work. This theory is
based on the fact that sporting firms produce an indivisible product: the game, from the
separate processes of two or more firms. The product itself is a peculiar mixture, it
comes divisible into parts, each of which can, and are sold separately, but is still a joint
and multiple, yet indivisible product. Jones (1969) supports this theory and agrees that
the unique feature of professional sport is that in the sporting production function, no

club in and of itself can produce a saleable output, a game.

Although a coalition between two clubs is necessary to produce a game, when the
number of clubs exceeds two, a formal organisation known as the league is more
effective and efficient in performing certain joint functions (Quirk, 1973). Consequently,
a professional sports league tends to operate along the lines of a formal coalition thereby
essentially functioning as a cartel (Noll, 1974; Sloane, 1980), where a group of
independent firms attempt, via collusive agreemenfs to behave as a collective monopoly

(Hirshleifer, 1976).
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The need for equality however goes even further. Not only is there a need for close co-
operation in order to produce a game, to secure it is closely matched and attracts
spectators but also to ensure both the survival of individual clubs and the league as a
whole. Any long-term dominance by one or a few clubs is not conducive to ensuring the
league survives. If a team becomes a monopoly, it is detrimental to its competitors but
also to itself and so every team has an economic motive for not becoming too superior in

playing talent compared to other teams in the league.

In Neale’s (1964) words,

‘Sporting competition is more profitable than sporting monopoly, although it
- can be said economic collusion among sporting competitors remains most
profitable of all’.

However, this produces a conflict because often what is good for an individual club is
not necessarily good for the whole league (Sobel, 1977). A tension has developed
between the need for competitive balance within a league to maintain supporter interest
and the yearnings of owners and fans alike for memorable dominating teams. All owners
must work together to make sure the league prospers but they are also in competition
and want the most successful team on the playing field and, to maximise their own profits
(Gardner, 1974). In contrast however, the league is concerned with maximising the joint
welfare of all of its member clubs, so no one team becomes dominant and serves to

reduce the competitive balance within the league (Jones, 1969; Jones, 1984).

Teams’ interests often conflict with the collective welfare of the league, which is required
to be profitable or at least ensure the probability of positive profits for individual clubs is
greater than that of unacceptable losses (McPherson et al, 1989). Therefore, although
sports clubs are competitive in the sporting sense, they tend to co-operate closely in
economic matters in order to help sustain the long-term operation of the league (Neale,
1964; Sloane, 1971; Hart, Hutton & Sharot, 1975; Cairns, 1983). The actions of clubs
are constrained by the operational necessity of maintaining the league, but they realise
that by acting in collusion, although joint profits not individual profits are maximised, this

compromise position is advantageous.
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Most economists accept this view of sports leagues, although there is a question over the
actual nature of the cartel. Some regard sports leagues as multi-plant firms, whereas
Sloane (1971) challenges this stressing that clubs are separately owned. Neale (1964)
states the league is a natural monopoly but fails to consider that although leagues set the
rules, clubs only have to operate within them, as they see fit. Danielson (1997) feels that
leagues are associations of teams rather than independent entities; they exist to promote
the common interests of their member teams, which are separately owned and operated
firms. Whereas, Vamplew (1982) argues that clubs exhibit mutual interdependence and

exist as cartels to prevent any one club becoming a monopolist

A monopoly situation is not conducive to ensuring the survival of the league, as it lends
itself readily to unequal sporting competition, so leagues try to create and ensure that
teams are of equal sporting ability via mutual interdependence. If one team dominates
this could lead to a decline in aggregate attendance, profitability and result in its own
decline due to a lack of contestants to play against. The importance of the league acting
as a cartel therefore, is to ensure that member clubs are relatively balanced in terms of

competitiveness on the athletic field (Weistart, 1984).

The league actually works by members sanctioning power to a central governing body,
usually consisting of representatives from the individual clubs. They have considerable
control over and exert due influence on the individual league members, which form the
organisational infrastructure of the sport (Wilson, 1990) in order to regulate competition

for the benefit of the members as a group.

It is therefore, accepted that an oligopolist control is a typiéal situation for a sport
league. This is because the leagues exhibit shared monopoly behaviour as their profits
depend on not only demand and cost conditions but also the actions of other firms in the
industry. Members to a certain extent must therefore, agree to forgo their own interest in

order to promote equality (Sloane, 1976; Shepherd, 1979).

The central role of a sports league is that of a cartel, which has several purposes to its
mission. Cairns (1983) identifies five main functions of leagues in America, the first being

to control the size of the league and its organisation, with regards to its composition and
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structure. This includes the number of clubs in a league and how many divisions, of how
many clubs. By determining the size of the league, cartels try to create and promote
uncertainty of outcome and attendance, which in turn increase revenue and profits (Jones

& Ferguson, 1988).

Leagues also provide the framework and institutional market structure within which
contests among member teams are arranged to produce games. This serves to structure
the competition into seasons, play offs and finals, so as to determine a champion for each

season (Quirk, 1973; Danielson, 1997).

The second purpose of a league acting as a cartel is to defend against any external
competition in both product and input markets, helping to protect group profits and
viability. The league works to preserve its rights and prevent the formation and
emergence of a rival league, which may create inter-league competition and threaten the

existence of the established league.

In American football, the National Football League’s dominance was threatened by the
emergence of a new organisation the American Football League. This and other
challenges invariably led to mergers and a return to the monopoly position. All four
established professional sports in the USA have experienced challenges from rival
organisations. Established ieagues use their influence and power to destroy the new
leagues or incorporate some of the teams that are favourable to the established club
owners (McPherson et al, 1989). Leagues also control the distribution of franchises,
deciding whether to admit or deny new teams and control the location and relocation of

clubs.

A league’s role also includes demand production that can be divided into product
diversification and product improvement. The first relates to the promotion of demand by
diversifying into areas of souvenir sales, merchandising and advertising. Product
" improvement relates to decisions made by the cartel aimed at improving the product, for

example, by introducing new rule changes to increase the attractiveness of the game.
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Diversification of the product is also used, alongside other methods to provide
suppleméntary sources of income, in addition to the traditional revenue stream from gate
receipts. A major source is broadcasting income plus money from sponsorship of clothes,
grounds, the team and individual players. In America, leagues exercise control over the
selling of national broadcast rights and impose rules enabling teams to sell and control

broadcasts within their local territory (Schimmel et al, 1993; Danielson, 1997).

Internal regulation by the league is involved with regulating competition between
member clubé by enforcing rules including drafts, contracts and trades, designed to
prevent or reduce competitive bidding for labour. It regulates the distribution of playing
talent, relating to the entry into the game and movement between clubs of established

players.

However, the most important and crucial function of a league is the promotion of
equality. All teams cannot be successful at any one time as the nature of the market is
inherently unstable, but leagues try to equalise playing strengths amongst all competitors
(Rottenberg, 1956; Neale, 1964; Jones, 1969; Sloane, 1980; Gratton and Lisewski,
1981).

Competition for players and entry into the league is restricted, which involves the use of
revenue pooling or sharing. These controls are intended to protect financially weaker
clubs, serving to all but eliminate business competition among their membérs and
promote equality and uncertainty of outcome within the league (Noll, 1974; Caims ef al,
1986).

This behaviour is reflective of a cartel where firms attempt to collectively make league
decisions on relocation, expansion, revenue sharing and network broadcasting contracts
(Danielson, 1997). As examined in the previous section, a league’s ability to produce and
maintain competitive equilibrium is crucial to ensure the continued existence and self-
preservation of the league (Cairns, 1983, Wenner, 1989). It is the need for balance that
renders the league an essentially co-operative venture and on uncertainty of outcome
rests the justification for sporting leagues having several types of restrictive practices

(Weistart, 1984; Danielson, 1997).
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However, in normal business practice, the existence of a cartel and restrictive controls
are illegal. This has led to the question of whether sports leagues should be forced to
comply with government rulings or be exempt from antitrust policies (Noll, 1974).
Antitrust exemption has been sought by professional sports in America on the basis that
they are unique in nature. Although each club is an independent economic unit, unlike in

business, each is also depéndent on another to produce a game.

In America, monopoly power often violates antitrust laws and so leagues have played
down the business aspects of sports. Professional sports have argued for favourable
treatment on the grounds that, their existence as cartels and their use of restrictive
practices are necessary to bring about the equalisation of playing strengths and to ensure
the league’s economic viability. They contend that without such restrictions, many minor
league teams would perish, as the wealthier clubs would buy the best players and on-field

competition would vanish (Topkis, 1949; Theberge and Donnelly, 1984).

This has led to the US Supreme Court endorsing legislation, allowing antitrust exemption
for professional sports in order to equalise competition, and protect the integrity of
sporting contests. In 1922, baseball became the first sport to gain exemption from the

antitrust laws (Gilroy & Madden, 1977). The Supreme Court ruled,

‘Baseball is not a subject of commerce and so cannot be subject to or charged
with violations of the antitrust laws’. (Quirk and Fort, 1997)

The other three professional sports in America, basketball, ice hockey and American
football have all been granted exemptions, although none have enjoyed the same extent
of freedom as baseball. Rottenberg (1956) however, challenges the notion that
restrictions are necessary and states that restrictive controls distribute playing talent in a
similar way to that which would occur within a free market. He is supported by Jones
(1969) and Quirk and Fort (1997), who also question the sports industry’s exemption
from the requirements of monopoly and restrictive practices legislation. They suggest
that there are no indications that introducing restrictions has any measurable impact on

the competitive balance within a league.
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Conversely, Noll (1974), Brower (1976) and Sloane (1980) all state that procedures are
required to prevent a few teams dominating a league. Hence, the main ways a league
controls its competitive balance is by controlling the distribution of players and the
distribution of revenue (Danielson, 1997). Therefore, in today’s sporting society, the
recognised need for interdependence of clubs is the impetus for such procedures. The
sports industry has adopted measures that seek to ensure competitive equilibrium among
league members (Wenner, 1989), imposing certain restrictive practices and constraints
on the economic activities of the member teams in both product and labour markets

(Schofield, 1982).

The following section will address the restrictions used that encourage balance both
financially and in terms of sporting competition between the members. Controls over
both the product and labour market will be reviewed in an attempt to assess their
usefulness in developing and maintaining competitive equality among member teams in a
league. The first set of controls are necessary, primarily to ensure sporting competition,
namely labour market controls and the latter to ensure the economic survival of the

weaker members of the group via product restrictions.

3.3 Product and Labour Market Controls

In an attempt to achieve equalisation of performance, professional team sports leagues
work as cartels to devise several types of restrictive arrangements. These restrictions
give the league control over the distribution of talent and income. This section will
examine the controls used by sports leagues in America to regulate competition between
clubs. These include those dealing with inter-team competition for players, location of
league franchises, the distribution of revenues and the sale of broadcasting rights, plus

rules helping to control and enforce the size of the league (Noll, 1974; Sloane, 1976).

Firstly, labour market restrictions will be examined, including the change within the last
twenty years from the restrictive ‘reserve clause’ to the more flexible free agency for
players. The product market controls are then explored, concentrating on revenue

distribution between clubs and the use of franchises to equalise competition for the game.
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This, finally, leads to the penultimate section within this chapter, where the differences
and similarities, which exist between sports leagues in America and Britain, are reviewed

and possible non-market reasons for the differences are presented.

3.3.1 Labour Market Restrictions

In order to guarantee a relatively balanced competition, sports federations and league
authorities have always tried to regulate the labour market in order to prevent the
concentration of all playing talent in the rich big city clubs. For that reason, many sports
leagues in the USA have installed player restrictive systems (Kesenne, 1998).

The draft and reserve system provides the foundations upon which the structure of
American professional team sports was built (Gardner, 1974). Professional sports clubs
controlled the playing talent within the league and sought to equalise its distribution.
These systems of labour market controls were considered to be the ‘glue’ that held

together the employer-employee relationship (Gilroy & Madden, 1977).

The draft system is still an integral part of the labour restriction employed by American
professional team sports, and is utilised to regulate the movement of athletes from
amateur to professional status, usually once their college eligibility has ceased. The
‘National Football League first used this device in 1936, known as the reverse-order-of-
finish college draft. It ensured that playing talent was distributed equally, allowing the
weaker teams in one season to get the first choice of all the new stars the following year

(McPherson et al, 1989; Quirk and Fort, 1997).

The maih crux of labour market controls within American sports has been the reserve
clause, which first appeared in baseball during the 1879 season. Once a player had been
drafted they would become the property of the club’s owners (Gilroy and Madden,
1977). The reserve rule was introduced to permit a team to renew a player’s contract on
a year-by-year basis; thereby giving teams exclusive rights and a perpetually renewable
option to a player’s services. Players were bound to one team for their entire career,

unless the clubs decided to sell them, meaning they faced only one buyer for their
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services and so teams were essentially monopolistic employers (Sanderson, and

Siegfried, 1997).

The reserve system inhibited the freedom of the labour to choose its own employer and
as career opportunities depend on entering into complex and legally binding. contracts,
individuals are often shackled to a particular employer. This gives the cartel absolute
control in any bargaining relationship with employees (Staudohar, 1989).

During the 1960’s and 1970’s, the restraints on ice hockey, basketball and American
football, three sports subject to the antitrust laws prohibiting collective action in restraint
of labour competitions, were legally challenged. Compromise deals were reached, which
saw players with six (later reduced to three years) years service in the baseball leagues
gain free agency. This was the beginning of the erosion of the monopsony power of

professional team sports and the reserve rule.

Since this period, there has been a strong impetus from the emergence of strong and pro-
active players’ unions. The reserve clause remained until 1976, which has partly helped
to increase economic freedom and the relaxation of its powers has made way for a new

collective bargaining agreement in baseball (Cairns ef al, 1986).

The power exerted over new entry players into sports teams is still high but free agency
has served to reduce a major source of grievance between players and the game’s
authorities. Free agency has meant that there is more potential movement within the
labour market for players, although the continued use of draft systems still allows for the
distribution of talent each year. Due to the abolition of the reserve clause, there is now
competition for labour as club owners can bid for players, which has increased prices and
pushed up player salaries (Gilroy and Madden, 1977). In reply to these rapidly increases
in salaries, salary caps or maximum payrolls have been implemented as a way of
preventing the richer teams buying the best players by limiting the amount teams can

spend on salaries.

Quirk and Fort (1997) concluded that an enforceable salary cap could be expected to

accomplish the maintenance of financial viability for teams in a sporting league, especially
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those positioned in weak drawing markets. Kesenne (1998) also agreed that despite the
problems of practically enforcing a salary cap its impact on the industry of professional
team sports is positive. He found it did improve the competitive balance of the league,
improved player salary distribution, held down excessive top player salaries and
guaranteed a reasonable profit for both big and small clubs. Salary caps can be
considered further salary stabilising strategies, used within the labour market in order to

try and help maintain a status quo among competing clubs.

As discussed in the previous section, there are arguments against the use of labour
restriction in sport, as a free market would provide a similar equilibrium to that gained by
controls. However, although there has been a move away from such controls in recent
years and a move towards free agency, both the draft system and salary caps are still in
place. These help to equalise the distribution of players, in order to. prevent the

polarisation of the best players to the wealthiest clubs.

The importance of uncertainty of outcome and maintaining competitive balance has
further policy implications. This means that apart from labour restrictions, leagues also
use restrictive practices within the product market (Noll, 1974) to try and regulate
competition in professional team sports. The following section will examine the
restrictions used to distribute revenue to encourage equalisation within the league and

the utilisation of franchises, as a control over the geographical location of clubs.

3.3.2 Product Restrictions

Like labour controls, product restrictions are arrangements imposed by the cartel to try
to maintain equilibrium between clubs. The most important of these are income-sharing
arrangements that include the distribution of both gate receipts and revenue derived from
broadcasting. In addition, stability also includes the control not only of the allocation of
income but the control and location of club franchises, plus rules regarding the structure

of the clubs into a league.
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Firstly, the distribution of profits and the division of gate receipts are examined, which
Quirk (1973) argues are the most important and crucial controls adopted for sharing gate
receipts, required to ensure profits for the league as a whole. Using revenue sharing
policies, leagues can help to maintain the economic survival of the weaker members of

the group.

It should be emphasised that equal gate sharing is not argued on the basis of some notion
of fairness but because, by acting to equal revenue potential, its effect enhances the
competitive aspects of the sports. This helps to improve and preserve the economic

viability of the league and all the member clubs (Quirk, 1973; Weistart, 1984).

It would not result, either in joint profit maximisation for the group or attempted profit
maximisation for each club but would ensure a degree of group equilibrium. This means
clubs would be earning profits that are sufficient to keep them in the league and so

preserve the viability of that organisation.

Most leagues operate a pooling system and although an extreme case scenario to ensure
total equality would be for all gate income to be pooled and divided equally between
clubs, in reality this does not happen. Instead, a proportion of revenue is shared between
clubs, as the league takes it upon itself to exhibit a far greater degree of control over the
individual members (Sloane, 1971). For example, in the National Basketball Association,
the home team receives 100% of gate money whereas in the National Football League
60% is retained by the home team and 40% by the visiting team (Quirk, 1973).
Therefore, some type of revenue sharing of gate receipts is mandated by most leagues

(Schimmel et al, 1993).

In addition to gate receipts, the foundation of current professional sports income is the
fees paid by the broadcasting industry (McPherson et al, 1989). The restrictions related
to the sharing and distribution of broadcasting revenue are examined in detail later within

this chapter.

Another area of product restrictions is concerned with the movement, control and

location of franchises. El Hodiri and Quirk (1971) stated that a major factor in
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preventing equality is differences in population size among geographical locations of
members. Clubs in areas with a greater population gain more revenue from both gate
receipts and local television contracts, allowing them to afford to buy the best players

(McPherson et al, 1989).

An important advantage of a cartel organisation therefore is where the ruling body,
governs the location of teams in a league. In order to attempt to maximise the potential
revenue of the league as a whole, franchised clubs are moved to areas, which are deemed
more suitable in terms of their population size. There are three general motives behind
the use of franchises. The first is to prohibit a member club from locating in a city that
another team has designated as its home. This prevents the spatial competition between
the two clubs. Secondly, leagues control the movement of existing franchises to cities
without teams, to encourage greater interest and profit for both the club and league and
lastly to control the addition of new teams to a league. This reduces the risk of any threat

to existing member clubs and maximises the potential of new franchises.

Each team in the USA is assigned an exclusive franchise to conduct league contests
within some specific geographical area (Bale, 1989). In American there are forty-two
cities which host professional sports franchises and most are chosen depending on
population of the cities and their surrounding hinterlands (Bale, 1989; Danielson, 1997).
Research has identified threshold populations above which a sports team will be regarded
as a viable economic proposition. A figure of one million fan visits per season is
suggested as a critical threshold for a professional baseball franchise, althdugh many
metropolitan areas fail to reach this. The National Football League for example, limits
franchises to cities with populations of at least 75,000, which have territorial exclusivity,
enabling them to avoid competition for local fans, viewers, media and broadcasting rights

(Danielson, 1997).

Policies are also developed regarding the movement of franchises (McPherson et al,
1989). The policy is that a franchise may not be moved without the approval of at least
three quarters of the owners. All leagues have fought fiercely to maintain control over
franchise movement or relocation, as McPherson et a/ (1989) has noted the stability of

each franchise is important to overall financial success. Many team owners are afraid to
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disturb the system that, on the whole remains profitable. This control means that new
teams of major league calibre cannot be started and existing franchises cannot be moved
to the cities (Topkis, 1949). Although Quirk (1973) points out that franchise moves can
act as temporary expedients in correcting for an imbalance of playing strengths and
revenue potential within a sports league. These fail to offer any real long-term solution to
the fundamental problems that plagues professional sport, namely the tendency of big

city teams to dominate the sport.

Therefore, the two main types of restrictions relating to franchises are control over
expansion or relocation. This demonstrates the tension between a league’s concern for
financial stability and a call for increased competition. This recognition of a club’s mutual
interest in the financial stability of other clubs means that a league will decline to locate a
franchise in any area in which it appears that available support would be inadequate

(Weistart, 1984).

Generally large cities not only contain more clubs in various sports, but also contain the
most successful clubs. This is due to the large cities possessing the potential to attract
large crowds, but more importantly to gain higher broadcasting fees, which bring in
higher revenues (Bale, 1989). From within American sport, the idea of nursery or feeder
clubs has also transpired. These exist to allow small town clubs to be maintained in minor

leagues, and used as training grounds for the majors (Horton, 1997).

3.4 The American Model of Professional Team Sports

The American professional team sports model is based on uncertainty of outcome as the
major determinant of demand for live attendance at games. In order to maintain fhe
competitive balance of the league, which conflicts with the objectives of individual clubs
that want to maximise their own profits and on-field success, restrictive practices are
required. These controls need to be implemented to ensure that competition is
maintained through the equal distribution of revenue and the location of franchises in
areas with the potential to generate greater support and income. For the sport to

integrate the restrictive policies the co-operation of the member clubs is required and so
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the league is organised as a cartel, which controls the market in both labour and product

markets.

The use of restrictive practices concentrates on the distribution of both talent and income
in order to try to equalise the competitive balance of the league. The restrictions and
controls utilised are constantly changing, due to the changing circumstances of the sports
themselves. The draft system, the relatively new free agency rules and the distribution of
revenue are all controls adopted by the league in order to maintain its survival and that of

its member clubs.

The American professional teams sports literature has been examined, which forms the
theoretical framework for this study and is used to analyse the integration of the
American model into rugby league. However, various fundamental differences exist
between professional team sports in America and Britain, which may have an important

impact on the outcome, successful or otherwise of rugby league’s adoption of the model.

The following section identifies these differences and emphasises that similar restrictive
controls to those used in America are often absent from British sports practices if
through their use, the configuration of the clubs in a league would be altered. In Britain,
it appears that sports organisations are deterred from introducing new controls,
especially those relating to new franchises in case established teams become obsolete,
which may have a negative effect on the community that the club represents. Differences
between sports leagues in the two respective countries are explored and possible reasons

for the differences are discussed.

3.5 The American Model in a Britg’sh Context

In Britain, professional sports league are organised in a similar structure to those in
America, although in the USA, leagues are hermetic or closed leagues, with all
competing teams in one division (Hoehn and Szymanski, 1999). In Britain, leagues
operate with more teams and so the leagues are usually divided into numerous divisions.

In order to ensure interest in the competition is maintained and competitive balance
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within the division, limited promotion and relegation are used (Wisemann, 1977). This
serves to retain interest throughout the season for both clubs at the top and bottom of
the division. In addition, cup competitions, rare events in America are also used to

increase interest in games.

In terms of restrictive practices, British sport has traditionally used fewer and different
controls than those in America. In place of the draft system and the revenue clause, now
replaced by free agency to equalise the distribution of playing talent, in British leagues a
different labour market control system is in use. This monopolistic device is known as
the retain and transfer system. It is designed to inhibit the ability of clubs to monopolise
the best players and prevent one-sided domination by the wealthier club resulting in long-

term reduction of spectator interest (Dabscheck, 1993).

There is no system akin to the American player’s draft in Britain but similar to the
reserve system, players can be bought and sold by their employer and once signed, a
player is bound to that club. The transfer system, which is used in certain sports like
rugby league and football means that players can be bought and sold by their employers.
Hence, a player can only play for a particular club with which he is registered and
transfer to another, only with the club’s consent (Sloane, 1976).

If a player is placed on the transfer list, he can be approached by any clubs who wish to
sign him without the consent of his employers, provided they are prepared to pay the
appropriate fee. The problem is that it prevents, or at least limits competitive bidding for
players, as wealthier clubs buy the greater. playing talent. This can be detrimental in the
long term due to reducing competition between clubs or by placing increased pressure on

poorer clubs to buy players they cannot really afford.

This makes the sport’s leagues monopolistic in intent, which is then in effect illegal, a
restraint of trade agreement. Although, the amount of power that sports leagues have,
has meant very few have ever challenged their position (Sloane, 1976), although matters

are slowly changing with the Bosman Ruling proving to be the catalyst.
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Although it is often in the public interest to prevent the gravitation of players to a few
healthy clubs, restrictions within the labour market are now identified as illegal as they
represent an unjustified restraint of trade (Stewart, 1986). Recent events within the

sports labour market having caused changes giving players more freedom of movement.

In December 1995, the European Court of Justice gave judgement on the compatibility
of Football Federation Regulations with community law. In what has become known as
the Bosman ruling, the judge ruled that transfers of players and the limits on the number
of community players in inter-club matches are contrary to the Treaty of Rome.

(European Information Service, 1995).

The European Court of Justice ruled that Football clubs in Continental Europe could no
longer demand transfer fees for out of contract players moving to a foreign club, as this
was a restraint of trade (Harverson, 1998). Unlike sports leagues in America, sports in
Britain are not exempt from legislation regarding the general labour market and so clubs

are bound by the same laws, which apply to any other employer within the EU.

In practice, the ruling gave more power to player akin to that of free agency in America,
as once over the age of twenty-four years, players are free to move from club to club.
Small clubs had always relied on selling players they have brought through from a young
age, in order to survive. The age limit for freedom of contract was introduced to prevent
a crucial income stream for lower clubs being destroyed (Mail on Sunday, 8" December

1996).

One major concern however, is that due to the Bosman ruling, top clubs will be able to
acquire players for less money, which will then mean a reduction in transfer fees but an
increase in salaries (Harverson, 1998). As the labour market in British sport is covered
by European law, the freedom of movement from one country to the next means that
cheaper foreign players may be bought as alternatives to younger, domestic playing
talent. This will have obvious implications for equalisation of teams and will ultimately

affect uncertainty of outcome within a league structure.
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Gradually, as seen in America, players are gaining more freedom of movement, which
serves to reduce the competitive balance within the league. The use of other labour

controls are non-existent in Britain, with neither salary caps nor draft systems utilised to
try to equalise the distribution of talent. This is reflected in the polarisation, which is
evident in the British sport of football, but is also due to a lack of product controls within

the game.

Unlike in America, revenue in British sports is not equally distributed between all
member clubs. Until 1983, in football, clubs would award up to 20% to the visiting team,
but since the start of the Premier League in 1992, the home team has retained all the gate
receipts. This means that for the bigger clubs, with greater ground capacities, they gain
significantly more revenue through the gate than clubs which attract less support or
whose ticket sales are restrained due to the size of their ground. The result is a growing
divide between the wealthy clubs and those within the lower leagues. The only
exceptions to this are cup competitions, for example in the F. A. and League Cups,
where the home and away clubs receive 45% each and the remaining 10% is divided

equally amongst all entrants (Hohen and Szymanski, 1999).

In terms of broadcasting rights, there is centralised control of the selling of the rights.
The broadcasting income is shared amongst all clubs within the league, although again,
this is not distributed fairly with the top clubs usually receiving more revenue from this
source than lower division teams. For example at the start of the Premiership, each
member received around £8 million a season compared to the first division club’s half a
million each. This made the difference beﬁNeen the average Premier League and Division

One club somewhere in the region of 16 to 1 (Mear and Hudson, 1998).

A further problem for British sport is the significant potential for substitution by
consumers for games. Many cities have more than one representative club in each sport,
for example Sheffield United and Sheffield Wednesday in football, Hunslet and Leeds in
rugby league and Harlequins and London Scottish in rugby union. This means that clubs
are competing for support and revenue from neighbouring clubs, unlike in America,

where teams have their own territorial rights.
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The American system of franchise moves ensures that teams are situated in the best
possible areas in térms of the potential support and profit availability. There are
numerous examples of franchise movement and relocation within American sports. The
Anaheim Amigos in the American Basketball League were moved to Los Angeles and
renamed the Los Angeles Stars in 1968 and then in 1970 moved to Salt Lake City and
were renamed again, becoming the Utah Stars. In the National Hockey League, the
Oakland Barons went through three name and location changes before merging with the
Minnesota North Stars, while in the National Football League, the Duluth Kellys went
through six location moves before becoming the Washington Redskins (Quirk and Fort,
1997).

This type of policy is unheard of in British sport, due mainly to a number of non-
economic factors that are not accounted for within the American model. Although
differences have been identified and confirmed by economists, the distinctions between
the two countries have not been readily addressed in relation to the suitability of the

American model for sports in Britain.

The established explanation for the differences is that British professional sport clubs
have a social role to play, which is a much greater role relating to the establishing and

retaining of community links, than clubs in American (Gratton and Lisewski, 1981).

Although the American professional teams sports model does not refer to non-economic
factors, they do appear to be important determinants of demand in British sport, beyond

that of economic and financial considerations (McPherson et al, 1989).

In America, there is a demand for profit maximisation and an acceptance of club
franchise moves, related to potentially larger supporter catchment areas, rather than any
community history of support. This demonstrates that the close community ties
associated with British sport tend not to exist in America. The importance of the local
rivalries and community spirit that sport in Britain exhibits, have been neglected within
the American literature relating to professional team sports. However, although only
limited, a small body of literature relating to the importance of social factors, in demand

for sport in Britain does exist.
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Firstly, the very essence of sport in Britain is such that for many, sport is the loci and foci
of group loyalty, national or cultural identity of patriotism and nationalism (Lawrence
and Rowe, 1986). Sport involves much more than just watching a team play, for some it
is an intrusion that seems to have religious or quasi-religious significance (Gardner,
1974). Dunning et al (1993) explains sport is often used as the central source of
identification of meaning and gratification in people’s lives. Sport is not just a few hours
diversion it’s a symbol and a ritual, a re-affirmation of utility and collective pride (Furst,
1971).

Whannel (1992) agrees the way sport is organised on a team basis stimulates local
rivalries and offers local, regional, national and ultimately emotional affiliation (Bale,
1989). Sporting success by the local team therefore generates benefits throughout the
community, a fact illustrated by Derrick and McRory (1973) in their study of
Sunderland’s self image after winning the F. A. Cup. The whole community becomes
associated with the success of its local club. This is confirmed by the size of the crowds
that greet a F. A. Cup winning side on its return, as support is much greater than the
number of people that pay at the turnstiles.

This social demand for sport is similarly seen on an international level, as highlighted in

the 1975 white paper 'Sport and Recreation' which stated,

‘Success in international sport is great value for the community not only in terms
of raising morale but also by inspiring young people to take an active part in
sport.’

This has led some commentators to argue that the introduction of a league, where clubs
moved around to different areas on the basis of the most attractive location, would result
in a Jarge decline in the number of clubs and a major change in the nature of the sports.
Thomas and Jolsen (1979) and Gratton and Lisewski (1981) also agree that if a more
American system of operation were adopted in British professional team sports, it would
involve heavy social costs. The traditional and strong links between clubs and their local

communities could be destroyed, which would be detrimental to British society.
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Hence, the reason why a league structure of unwieldy size might be preferred, despite
being un-economic to run, is that it is felt the omission of clubs with a long tradition will

involve a great loss of consumer welfare (Sloane, 1971).

Furthermore, professional sports do not operate in a social or economic vacuum but are
very much affected by the social, political and economic atmosphere of the larger society
(Leonard, 1997). As already examined, in America, professional sports franchises make
relocation decisions with a regularity that would surprise the average British sport fan. In
Britain many fans have successfully countered plans of clubs to relocate, but in the USA,
fans rarely if ever oppose such moves. In the USA, sports industries work so each team
has an exclusive franchise within a specific geographical area. This displays a degree of
economic rationality absent in our major team sports, where a considerable degree of

spatial competition for sport arises.

Such locational changes and movement of sports clubs are expected in situations where
profit maximisation is the norm (Bale, 1989), which appears to be in American sport.
Therefore, we may consider that clubs in Britain have objectives other than that of

maximising profit.

It is commonly accepted by sports economists, as indicated in the literature that in
America, professional sports teams are based on the premise that their major objective is
one of profit maximisation (El Hodiri & Quirk, 1971; Noll, 1964). It is also
acknowledged that as professional team sports are usually privately owned, those in
charge are in the business of maximising profits and therefore play a pivotal role in the

commercialising of sport (Bale, 1989; Cashmore, 1996).

Hence, American professional team sports exhibit various attributes, which have become
accepted as characteristic of profit maximising leagues. These are associated with the
continued existence of the cartel and its member clubs through maximising the
uncertainty of outcome between teams. This is the basic justification accepted in order to
maintain profitability. It is recognised therefore that profit maximising leagues advocate

the utilisation of labour and product restriction rather than a free market system.
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- The dilemma facing profit maximising club is that if it wins every game its own
profitability could be undermined as reduced uncertainty of outcome may lead to a
decline in spectator interest and in turn a reduction in revenue. Therefore, in a profit
maximising league it is in each team’s interest to prevent disparity between their playing
strength, so a richer club may well let star players go to poorer teams in order encourage

closer competition and enhance profits (Rottenberg, 1956).

The draft system is the labour control that encourages the equality and balance of playing -
strengths and is advocated by both Rottenberg (1956) and Dabscheck (1975).

As the top clubs allow the best players to go the weaker teams, their own
accomplishments on the field would diminish. This results in the opposing teams
becoming increasingly successful and eventually a profit increase for all clubs as a

consequence of a higher uncertainty of outcome.

In order to profit maximise therefore, the notion of ‘running behind’ introduced by
Rottenberg (1956) is accepted, with clubs preferring to remain in contention rather than
constantly winning. This is because despite the fact that winning may produce profits,
consistent winning does not maximise them and so profit maximisers will not attempt to
secure the best players as closeness of competition and consequently attendahces and

revenue will suffer (Sloane, 1971).

This suggests that some other goal has priority and profit maximisation is not their
primary objective. Sloane, (1971,80), Davenport (1969), Gratton and Lisewski (1981)
and Dabscheck (1975) have argued that the evidence indicates that objectives of British
professional sports teams are different to their American counterparts. Instead of profit
they substitute in its place and regard their behaviour in terms of utility, which relates to
a general level of satisfaction. The practical implications being that their behaviour will
differ significantly from that of profit maximisers, with winning or sporting success their

primary aim.

This utility maximising model proposed by Sloane (1971) is based on playing success

being the major determinant of demand for people attending matches. This is to some
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extent questioned by Demmert (1973) who suggests that profit and winning are related,
with both utility and profit maximisation resulting in the same behavioural implications.
However Caims (1974) disputes this, noting that team owners derive benefits from a

winning team and are often willing to sacrifice profits in an attempt to win more games.

This is further explained by Danielson (1997) who maintained that, as most people who
own teams are highly competitive and used to success, their involvement in sport is no
different, they want success. The difference is that win/loss records and championships
rather than profits and losses measure success in professional sport and so although they
are not comfortable with losing money, the impetus and objective for entrance is

primarily non-pecuniary.

Jones (1969) agrees that the prime interest of team owners is love of the game and they
do not see it as a purely business venture. Instead they treat sporting activity as a form of

consumption and often choose to tolerate persistent losses (Cairns, 1983b).

Coakley (1986) notes that sport enhances prestige more dramatically than any other form
of business and so their satisfaction comes from interest where non-monetary rather than
monetary income is obtained. This takes the form of social prestige, director status and
power (Sloane, 1980). Managers and directors are not interested primarily in financial
gain, with income from this source being limited, but are often fanatical supporters who

find their involvement a rewarding hobby in itself (Wiseman, 1977).

It is precisely the difference in objectives of clubs, that has been identified by Sloane
1971) as the crucial factor required to explain the differing behaviour between sports
administrators in the UK and USA sports. He concludes that this can also explain the
lack of profitability in British professional sport, which is even noticeable in top English
soccer clubs such as Liverpool. They, although having tended most toward profit
orientation, have generally fallen short, still seeing their main objective as success on the

field of play (Ruddock, 1979; Vamplew, 1982).
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‘This 1s endorsed by the report into professional football stating,

'The objective of the football club is to provide entertainment in the form of a
Jootball match, the objective is not to maximise profits but to achieve playing
success whilst remaining solvent.' (Chester Report on Professional Football,
1968)

Therefore, sports clubs in Britain have often had to rely on outside assistance or
subsidies via donations, suppbrter club activities, transfer fee revenue and increasingly
the use of lotteries and television moneys to maintain their viability (Noll, 1974; Rivett,
1975; Wisemann, 1977; Rigauer, 1993). Thus Sloane (1976) criticises both league
organisations and clubs in the UK for being un-enterprising and unimaginative, blaming -
the absence of the profit motive and the constraints imposed on competition for

inhibiting British sport.

Under utility maximisation, wealthier clubs are willing to sacrifice profits and increase
success by attempting to maximise their playing efficiency. They would rather risk too
successful a season and diminishing financial returns than try to profit maximise and face

losing too many matches.

Unlike a club wanting to profit maximise, utility maximsers will attempt to attract the
best players to its teams with offers of high wages and inducements. Although Sloane
(1971) and Rojeck (1985) both claim that clubs strive to maximise utility only, subject to
financial viability, they recognise that the financial instability of many clubs is masked by
the fact that clubs frequently pay out large sums to obtain the signature of star players.

This is supported by Dabscheck's (1975) work on the Victorian Football League of
Australian Rules, which demonstrates that clubs are often prepared to pay players total
wages in excess of the income derived directly from football activities. Although the
utility maximiser may seek to enlarge their income by supplementing gate receipts with
other sources of income, this is not with the intention of profit maximisation but is in

order to compete and secure the services of the best players.

This leads Vamplew (1982) to introduce the proposition that utility maximisers are more

inclined to endorse a restriction free labour market in which those with money secure the
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most talented. This has been questioned however, in relation to British sports as clubs
still enforce certain controls restricting to some extent aspects of freedom of movement

within the labour and product markets.

Despite this, British clubs are still regarded as utility maximsers with Cairns (1989)
emphasising the relative disinterest in profits of both spectators and the clubs themselves,
with winning the prime motivator. In contrast, the North American system reflects the
greater strength of the profit motive, with the mechanism of franchise moves just one

indicator of profit maximisation.

Barnett (1990) says the crucial difference between Great Britain and America is that in
British sport, decisions have not, until recently been dominated by the need to secure
large television fees. However, now with the possible financial rewards from
broadcasting rights increasing dramatically, the structure of sports teams are changing
rapidly, in order to maximise the revenue they can generate from this source. The rise in
broadcasting demand for games represents one of the most evident tendencies in late

twentieth century sport.

The next section will focus on broadcasting demand, examining the implications of
television coverage on live attendance and the substantial revenue generated by the
selling of broadcasting rights. The methods of revenue distribution and the differences

between broadcasting in American and British sport will be addressed.

3.6 The Role of Broadcasting Demand

Conventionally, demand for sport was measurable using attendance figures from live
matches. However, with the expansion of television’s coverage of sport, for most of us,
for most of the time, television is the medium through which most people are directly
involved with professional sport. Therefore, this section examines the theoretical

background to demand for sport on television.
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Cairns, Jennett and Sloane stated in their 1986 review of professional team sports, that,
‘specialist literature on the issue of broadcasting demand is hardly extensive’. More
recently, in 1995, Baimbridge, Cameron and Davison have reiterated the fact, that
despite token recognition of its importance, the impact of television on sport has been

largely ignored by the literature.

Despite the dramatic rise in television’s influence on sport, the theoretical literature
related to the broadcasting demand has, although discussed, been less extensively
researched. Due to this, there is no real theoretical framework and a lack of integration,
of broadcasting demand within the economics of professional team sports’ literature.
Therefore, broadcasting demand’s role and related issues are examined separately within

this study, from the literature regarding the American model of professional team sports.

This section examines the current literature related to broadcasting demand and critically
evaluates the extent to which broadcasting has been included within the American model.
Revenue derived from this source by American sports is discussed and the methods
adopted to equalise their distribution are explored. Finally, differences between sports

broadcasting in America and Britain are examined.

3.6.1 Broadcasting Demand in America

The Cairns et al 1986 article highlighted two main issues regarding broadcasting demand
in sport, firstly the effect of television coverage on live attendance and secondly, the

determinants of broadcasting fees, which will be addressed in turn.

From the start of television’s coverage, many sports bodies regarded television as a
threat, as it permits the game to be watched and followed, play-by-play, much as it might
be from the stadium. The concern was that it would be responsible for siphoning off a
considerable number of people whom might other wise have attended in person (Bogart,
1972; Greenstein and Marcum, 1981). This would result in a decline in game attendances

and a curtailing of spectator interest (Moore, 1995).
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This view was supported by several studies, all of which found that the non-restriction of
sports events did in fact cause attendance to decline. Topkis’s 1949 work found as
television entered homes in New Jersey (Newark) the local baseball team suffered a
sharp drop in attendances, largely attributable to the citizens’ ability to sit in bars and
watch the Yankees. Over thirty years later Calhoun (1981) investigating the Cleveland
Indians who televised the majority of their home games between 1948 and 1956 found
they correspondingly lost 67% of their support during this period. Similarly, Stewart in
his 1986 survey found one in three people attended less athletic events since they

purchased a television set.

A further worry was the effect that the televising of ‘big league’ contests would have on
minor competitions or amateur leagues elsewhere. It was felt that a significant number of

spectators would rather watch the professionals on television (Goldlust, 1987).
Calhoun in 1981 posed the question,

‘Why pay good money to sit in the ball-park to watch the local yokels, when you
can sit at home for free with a bottle of beer and see the national game of the
week?’

This was supported by Gardner, whose 1974 work found that the number of American
minor leagues shrunk from 59 to 23 and the number of clubs declined from 500 to 155

between 1949-70 when live televised matches were introduced.

These studies clearly reinforce the point that unrestricted televising can undermine sports
events and have a detrimental effect on attendance. However, in contrast there has been
a significant amount of research emphasising television’s positive effects on sport. These
identify television’s role in promoting sport, which helps to stimulate and heighten public

interest, resulting in at times, incredible growth of supporter popularity.
Williams (1974) suggests that television makes sport accessible to more potential fans

and such strata of society (women, children) that for different reasons had not previously

seen live sports competitions. By compelling more people to attend, television increases
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