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Preface

Welcome to the third book in what is now an
evolving series on the business and politics of sports in the
United States and globally. The business is growing with help of
governments which are funding stadium and/or arena building through
tax breaks and tax incentives or outright cash grants. There is a
thought that building a sports arena or a sports stadium will kick
start a local economy by creating jobs and a venue will be the
starting spot for new development. It’s a failed concept that has
been repeated over and over and over globally. My interest in
sports business probably started while I was a fan in my teenage
days.

Subconsciously I must have been thinking
there is more to sports than just games and by the age of 17, I
started writing for a college newspaper about the business end of
sports in 1973. The piece was very naïve but I was a teenage in my
first year of college with no exposure to any sports except at my
high school, Spring Valley, and a referendum in the Town of Ramapo
that was defeated that asked local residents to fund an ice rink.
By the age of 17, I already had two years of experience on radio at
WRKL in Mount Ivy, New York and taking in Little League summaries
and Yonkers Raceway results at the Nyack, New York-based Journal
News.

The Yonkers Raceway results were important in
1973, four decades later the racetrack clings to the life support
with the help of a casino inside the grandstand. The college
newspaper piece probably needed a major influence to shape it in
1973 but that influence in my life would not come until 1976 when I
met Peter Carey who was a Sports Illustrated editor and writer and
an adjunct professor at Ramapo College in Mahwah, New Jersey. Peter
Carey knocked me down a few pegs and taught me due diligence. That
is the approach I still have today. As far as that 1973 piece, it
survived in my archives turning brown but it was legible and it
will be reprinted here. There are some good bits in it but it was
written by a 17 year old who just guessed at the business of
sports---just like politicians who have presided over sports
projects in the past four decades.

HOW ABOUT THE NEW YORK ROCKLANDERS? Rockland
Community College Outlook, November, 1973. 

 

The New York Golden Blades have gone the way of- the Pittsburgh
Pipers, Minnesota Muskies, the Anaheim Amigos, the Ottawa
Nationals, and other less distinguished former sport franchises.
They are for the time being the (Cherry Hill, New) Jersey Knights,
playing in the 4,400 seat Cherry Hill Arena in Haddonfield, N.J.,
just across the river from Philadelphia. In 1972-1973 the then New
York Raiders went bankrupt, while during the same season the
Philadelphia Blazers were not finding the Delaware Valley Area
fertile.

 

The World Hockey Association did not plan on Haddonfield as their
media capital. The WHA wants a team in New York; if not the city,
then in the suburbs. There are precious few rinks in New York which
seat enough people; only two come to mind in New York; those being
the far too expensive Madison Square Garden and the municipally
owned Nassau Coliseum. In West Orange, N.J., a 4,000 seat arena is
available, but West Orange, N.J.'s rink is not "major league."
Potentially the Hackensack Meadowlands Complex is a rink
possibility but realistically that may never come to be. That
leaves Rockland County and the Rockland Community College
Fieldhouse, Westchester, Bergen, Orange, and Rockland Counties
would be reaping the benefits that a "major league" team would
bring. Besides, teams have played in various college arenas and
stadiums in Canada and "in the States."

 

In Toronto, the WHA's Toros home is the elderly Varsity Arena, the
WHA Champion New England Whalers played the 1972-1973 season in the
ancient Boston College Arena. The National Basketball Association's
Capital (nee Baltimore) Bullets used Maryland's Cole Field House at
various times over the past three years. The New York area Football
Giants play at the Yale Bowl.

 

The RCC Fieldhouse presently
lacks a refrigeration unit, which is not expensive. If the College
would not pay for the installation of the unit, the owners of the
hockey franchise would, or perhaps even the county legislature.
Rockland County could have a major league team in a 6,000 seat
arena.



Rockland Community College could also have a college hockey team,
replacing the existing, but struggling club
team.





The idea of hockey in Suburbia is not novel.
Uniondale, N.Y. is the home of the NHL's New York Islanders as well
as the ABA’s Nets. The Nassau County taxpayers lost over $1,000,000
in 21 months, but the Rockland taxpayers could only gain money with
a new, and private enterprise in Rockland.

 

Remember it is a PRIVATE enterprise in Rockland. Besides, how many
people in Rockland Orange-Passaic-Westchester-Dutchess want to
venture to 33rd and 7th or Hempstead and Meadowbrook, when there is
major league hockey at College and Viola? With additional parking,
the Fieldhouse appears even more attractive.

 

Economically, everyone prospers. RCC rents the building between 39
and 57 times a year to a team. On Tuesdays and Fridays RCC can
maintain college basketball. Wednesday and/or Thursday are
traditionally good hockey evenings with Saturday night or Sunday
afternoon good dates. The team will need vendors, so young ladies
and gentlemen from the RCC student body could be employed. With the
influx of people filtering in, area restaurants would increase
their business, thus bettering economy. Finally, and importantly,
money flows into county coffers, lowering taxes, and perhaps even
RCC tuition.

 

Things are not that easy though. First someone has to buy the
Jersey Knights and express an interest in a 6,000 seat arena at a
college outside New York City. Rocklanders may not want a team
despite the advantages. Also, what if no one wants to install the
rink and the toilets?

 

The WHA is not the best level of hockey, but who cares? Northern
New Jersey. Southern New York people will attend because the
fieldhouse is accessible. The WHA will be of major league caliber
in the future. Glimpses of Bobby Hull, Gerry Cheevers, and Gordie
Howe is worth of the price of admission. After all, if the Nanuet
Theater Go Round is a success, why not hockey?

In retrospect, it was immature thinking. The
fieldhouse did have some major rock acts including Meat Loaf pass
through and hosted some Roller Derby “games”. The last time I was
in the Fieldhouse, I saw the Larry Holmes-Muhammad Ali heavyweight
boxing championship bout in Las Vegas, Nevada on closed circuit
television on October 2, 1980. The Nanuet Theater Go Round was a
failure under a few owners and at the end of the run was hosting
female mud wrestling exhibitions with prostitutes “wrestling” in
some sort of oil and turning tricks on the side to an empty house.
Today the theater is a church.

The fieldhouse is located in the Town of
Ramapo and still operates on the Rockland Community College campus.
The Town of Ramapo didn’t learn any lessons from either the failed
stadium public policy or the Nanuet Theater Go Round and built a
multi-million dollar stadium for an independent league semi-pro
baseball franchise. It was an abject failure and sparked an FBI
investigation into the funding of the enterprise.


This endeavor is not for the faint of heart
sports fan. The issues of racism, suicide, political power in
sports are not ones that are addressed very much although the
backbone of sports depends on government support globally with
legislation that has built the sports industry.

This third e-book on the politics of sports
business is based on my work between 2010 and January 1, 2014.
Sports is a business and becomes more and more of a business on a
daily basis. Some of my writing led to TV appearances other
writings became radio talk or speeches at colleges and on cruise
ships. The e-book is broken into clusters with central themes but
it all comes back to one issue. Sports is a business, nothing more,
nothing less.

Evan Weiner, December, 2013.


Brooklyn, USA and other stadiums and arenas
stories.

 


 


New sports facilities have become a status
symbol globally. Build a stadium or an arena, get a team and you
have hit the big time as a community and get all of the benefits
befitting those who want their area to be known as big league. But
the result of being a “big league city” doesn’t always work out
well. Still politicians worldwide want the allure of big time
sports. E. W.

 


("NYISkinny: Eric Hornick's Blog.
Statistician on Islander telecasts since 1982. From My archives: NY
Sun: Isles to Brooklyn? (9/21/05) This is the oldest article in my
archives about a possible move to Brooklyn.  Kudos to Evan
Weiner." The New York Islanders owner Charles Wang announced that
his was moving his team to Brooklyn on October 24, 2012.)

 


 


Islanders’ new arena may be
the grand prize in Nassau County casino bid. Examiner, July 16,
2010.

 

On April 16 of this year, former Hempstead
Town Supervisor and former United States Senator from New York Al
D'Amato told this reporter that there would be a resolution to the
stalemate between New York Islanders owner Charles Wang and present
Hempstead Town Supervisor Kate Murray over the future of the Nassau
Coliseum and the area around the nearly four decades old
building.

 

On April 16, D'Amato didn't say exactly how
the saga would end but it would end favorably.  There
would be something, whether it was a rebuilt arena or a new venue
for Charles Wang and the New York Islanders of the National Hockey
League.

 

A few days later came word from Nassau
County Supervisor Edward Mangano that he thought that a casino
could be built on the land that Wang wanted for a renovated
Coliseum and what amounted to an arena-village plan on the 77 acres
of property. The casino plan came seemingly out of nowhere but it
really didn’t. Mangano announced the possibility of a casino arena
and then D’Amato in his Long Island Herald newspaper a little while
later took great pains to explain why a casino made more sense than
Wang’s Lighthouse Project.

 

D’Amato has not been in the Senate since
1998, but Park Strategies, LLC has an office in Washington and the
Park Strategies LLC business card lists Alfonse M. D’Amato as
Managing Director. D’Amato also is the Chairman of the Board of
Directors for Poker Players Alliance, a pro gaming group.

 

Murray never liked the Lighthouse Project
plan even though Nassau County owned the land. (This would be a
brilliant segue way in radio to change the subject to a how come
the Hempstead Town Supervisor has the jurisdiction over county
owned land but that is another issue for another day.)

 

Murray shot down Wang's proposal earlier
this week but Mangano has again advanced the notion that the
casino-arena plan is on the table.

 

There are many layers of analysis that
should take place in examining the whole Nassau Coliseum issue
including why Murray has been somewhat vague in her explanations as
to why the Wang plan is unworkable.

 

No one knows if Wang and his partner Scott
Rechler really have the $3.7 billion needed to fund the project and
no one seems to know how the taxes will be collected from the
property if it ever gets built.

 

Murray has been shielded from real media
scrutiny because there is no media watchdog questioning her motives
in Nassau County because the owner of Madison Square Garden,
Charles Dolan (who is paying hundreds of millions of dollars to
Wang for Islanders cable TV rights) owns the area's two largest
news organizations, the cash strapped Newsday and the journalist
deficient News12.

 

The Wang plan should be major news in an
everyday way because local residents are impacted whatever the
decision. People like Murray have a get out of jail card from local
media in virtually every community in the United States as news
coverage has degenerated from covering facts to shouting sound
bites with little meaning.

 

Journalists have ceded the profession to
people screaming on radio or cable TV like former sportscasters,
drug addicts, gamblers, political operatives and other people who
would not be welcomed in most living rooms who set political
agendas. These people pontificate yet know almost nothing about
issues but Don Imus has always issued this proviso, saying “we are
only entertainers.”

 

Politicians’ exhibit sheer arrogance and
lack humility these days because journalists do not
relentlessly pressure them in asking questions and never force
them on the spot. When a politician gets questioned, a political
appointee whose job it is to protect the politician from saying
anything stupid or truthful in a bad way generally gets in the way
of a questioner. The appointee worked on a campaign either
as a spokesperson or stuffed envelopes or drove political
people around.

 

The appointee takes public funds to protect
the politician from the public who elected him or her in the
event the politician says something stupid. It sort of validates
the longtime television journalist David Brinkley's thought that
people should not gush all over politicians since they are lucky to
have a job.

 

Murray's luck may have started running out
though on April 16 when D'Amato who is ever the power broker let it
be known that there would be a solution. The casino idea is now in
play because D'Amato wants it to be in play. D'Amato's partner in
the endeavor besides the Nassau County Supervisor seems to be the
Shinnecock Nation which is a federally recognized tribe on Long
Island. The Shinnecocks have talked about opening about building a
casino somewhere in Suffolk County in the past with the Ilitch
Family.

 

Would the Shinnecocks, if the tribe got the
land and built the casino, pay taxes to Murray’s Town of Hempstead?
Possibly not and that might be a political problem for Murray.

 

A strange coincidence here or maybe not so
strange. The Ilitch family owns Major League Baseball's Detroit
Tigers, the National Hockey League's Detroit Red Wings, the Motor
City Casino in Detroit, Gateway Casino Resorts and other gaming
interests. Mike Ilitch's wife Marian has divested herself of the
sports teams so there is not a conflict of interest as sports
organizations allegedly want to distance themselves from gaming
unless there is a need. (Cleveland Cavaliers owner Dan Gilbert has
the licensee to run the new Cleveland casino which will open
adjacent to the arena that houses his basketball team).

 

The new Pittsburgh arena, where the NHL's
Penguins play, was funded by proceeds from a Pittsburgh-based
casino.

 

Casinos and gambling have become the piggy
bank for communities and municipalities that now depend on one
armed bandits to bail them out of dire financial straits or as
economic engines to drive jobs. The manufacturing base in the
United States is a lot smaller as jobs went elsewhere and overseas
but the gaming industry keeps growing and growing. Sports leagues
claim they stay away from gaming but WNBA Commissioner David Stern
has one WNBA owner, the Mohegan Sun Casino in Connecticut, and all
sports have marketing relationships with casinos these days.

 

Wang owns a National Hockey League team and
while there are no details emerging from a possible arena-casino
plan, it is a proposal that could work in Wang's favor.

 

Former Islanders Public Relations Director
Chris Botta broke the latest twist of the Wang-Murray stare down in
his Islanders Point Blank blog. He boiled it down to three key
areas that makes the plan attractive to Wang and keeps Murray's
hands off of the redevelopment of county property that is in her
jurisdiction.

 

1) By partnering with the Islanders on the
arena and the Shinnecock tribe on the entertainment complex,
Mangano would not need any approvals from the Town of
Hempstead. 



2) After a decade of settling for a “transformed” arena and not the
real thing at the insistence of politicians, the Islanders would
have the genuine state-of-the-art facility they need to keep up in
the NHL. If the team is competitive, free agents would have no more
excuses not to sign on. (A new training facility, plus limited
retail and office space, would be part of any new arena and also
would not need Town of Hempstead approval). 



3) If the entertainment complex can be fully realized in scope and
profit margins on the level of the best in the East like Foxwoods
and Mohegan Sun, the revenue needs of the Islanders could be
addressed without the Lighthouse battle over residential units. The
new casino would include a hotel and would not fall under Kate
Murray’s zoning jurisdiction.

 

Wang had Murray's approval for a rebuilt
arena but wanted more and he could not be blamed. Nassau County was
willing to give a developer the land. Murray felt that Wang's mixed
use proposal was too big and would take away from the suburban
atmosphere of the area which includes Hofstra University, a parkway
and some nearby shopping malls. Actually it is a snapshot of most
of America come to think of it. Strip malls and a parkway near a
commercial zone.

 

One former Islanders defenseman, Jean
Potvin, said in June he Wang should have settled for the rebuilt
arena and that Wang was too greedy. Murray and her backers agreed
to that phase of the plan. Murray cut back the project
significantly and one of her political appointees (the envelope
stuffers, the drivers who don't have to take public service exams
and yet end up on the public dole for doing nothing except being
part of a winning political campaign) didn't stop her from sounding
stupid when she said "these were serious numbers that were
scientifically arrived at" in an interview with Dolan's paper.

 

Murray sounded more like a Lucky Strike
commercial on the radio version of The Jack Benny Program of the
1940s than a smart politician (LSMFT, Lucky Strike Means Fine
Tobacco, was the tagline after some scientist or doctor spoke of
the benefits of smoking even though cigarette companies knew that
smoking was doing harm) in that interview.

 

D'Amato has not gone away and the Shinnecock
Casino Plan should not be dismissed when looking at the possible
players that might line up behind Wang including D'Amato and
Ilitch. D'Amato still runs things in the Republican Party in Nassau
County and his vision for the Nassau Coliseum might be Kate Murray
(and her envelope stuffers) worst nightmare.

 


 


Forget LeBron — bigger NBA
stories are on tap for the summer. The Daily Caller, July 22,
2010.





The National Basketball Association’s biggest
public splash of the summer is the Miami franchise signings of
LeBron James and Chris Bosh and getting Dwayne Wade to stay in
South Florida and forming the nucleus of a “super” team.

 


That story is garnering a lot of attention
globally, but underneath Heat owner Ted Arison’s opening the
checkbook and getting three stars on his roster, there is a boat
load of trouble brewing in NBA.

 

Commissioner David Stern’s world. The sale of
the Golden State Warriors by Chris Cohan to a group led by Jacob
Lacob for a reported $450 million is a silver lining because it
means there are still people willing to put up big money for a
franchise for Stern, but it is one of the few pieces of good news
that the NBA bean counters will get in the next 12 months.

 


In Stern’s world, two
immediate problems have cropped up. And in the somewhat distant
future, there is a possibility that the owners will lockout the
players on July 1, 2011 in an attempt to rein in salaries as part
of a new collective bargaining agreement. Stern’s owners allegedly
lost $400 million in their business last
year.



In California, Governor Arnold Schwarzenegger
has threatened to cut state employees hourly wages to the minimum
wage of $7.25 because of California’s extreme budget crisis, and
that is not good news for the Sacramento Kings ownership group
looking for funding for a new arena in California’s state
capital.  A good many workers in Sacramento are state
employees and might not be able to afford Kings games if they lose
money or their jobs. How can the Maloof brothers, the Kings owners,
ask for public funds when there is nothing but fiscal bad news
coming out of the state house on a daily basis?

 


Schwarzenegger had a court’s backing to cut
the salaries of some 200,000 state workers until a state budget is
passed. Schwarzenegger’s leverage in the political process
disappeared last Friday.  The Sacramento area could have lost
as much as $60 million a week in wages if Schwarzenegger went ahead
with the plan. But Schwarzenegger’s idea has been blocked by Judge
Patrick Marlette of Sacramento County Superior Court for the time
being.

 


On Tuesday, the Sacramento City Council
passed a resolution asking Schwarzenegger to reconsider his order
as one in five Sacramento workers are state employees.

 


Schwarzenegger promised that the pay cuts
will be rescinded when the state comes up with a budget. None of
this can please NBA Commissioner David Stern who stepped into the
Sacramento arena battle in December 2006.

 


On November 7, 2006, Sacramento voters flatly
turned down Proposition Q 72-28 and Proposition R 80-20; both
measures would have provided funding for a new arena.

 


Sacramento voters just did not want to fork
over anything extra for a sports arena for the Maloofs, but that
did not made Sacramento politicians and business leaders any less
determined to build a new venue for an NBA team. Nearly four years
later, there are still options on the table.

 


Stern hired John Moag, who
helped negotiate the deal which brought Art Modell and his
Cleveland Browns to Baltimore. Modell cut the deal with Maryland in
the fall of 2005 and moved his NFL team to Baltimore for the 1996
season. Moag has been working at an arena proposal for years but
hasn’t delivered one quite yet.



Sacramento politicians were prepared to give
the Maloofs something no other California city would agree to in
2006. There was five hundred millions of dollar available for a
sports facility. But the Maloof brothers didn’t really like the
Sacramento deal as presented. Compared with New York, Los Angeles,
and Chicago, Sacramento is a weak TV and corporate market, so the
Maloofs needed every penny generated in the arena for their
business and wanted no competing businesses near the building. The
Maloofs wanted a parking lot, not a rebirth for a depressed
economic area, by the rail yards. The parking lot would have been a
revenue generator for the Maloofs, the city wanted to build on the
parking lot in an effort to create businesses, jobs and a tax
base.

 


The parking lot was a deal breaker as the
Maloofs went to the sidelines during the 2006 arena campaign
because business development was not good for them.

 


In Stern’s world — as in that of other big
league sports commissioners — every team should be viewed as a
three-legged stool. All three legs are needed or the stool falls
over. In sports, the three all-important legs are big press and
broadcast dollars, corporate support, and government. And if you
can separate emotions and apply rationality to this issue, the
Stern Theory makes a lot of sense.

 


Government: Without the support of a local
mayor, city council, county officials, state government, governor,
and federal government, you can’t operate a franchise. Local and
state governments typically raise taxes to build arenas and
stadiums or give land away for a sports owner to build on in
exchange for payments (in lieu of taxes) and a promise that the
arena or stadium will serve as an economic engine that will spark a
local economy and create jobs.

 


There is a lot of local government support in
Sacramento to build a new arena, an absolute necessity yet there
are questions about where to put the building and how the
construction will be funded.

 


Sports owners and sports leagues need
government to give them total control of the revenues a municipally
built facility generates, including on-site arena restaurants and
stores and — a big revenue source — parking. Owners also need a
government that will give them sweetheart leases and create special
tax districts within the facility so that if a team owner
contributes to the cost of the building, he/she can pocket some of
the sales taxes collected and earmarked for government coffers.

 


Owners also don’t necessarily want to see
development (such as restaurants and bars) outside their arena,
because those establishments become competition for the dollar. The
idea is to keep customers in the building, where they’ll spend on
products and franchise-owned enterprises that their owners can cash
in on.

 


For the Maloofs, a parking lot is more
valuable than the potential for new businesses to pop up around the
arena. It’s that simple: The brothers keep parking lot revenues and
don’t have to compete with other businesses that might attract
their customers.

 


Local Broadcasting: Comcast probably overpaid
to land the Sacramento Kings cable TV rights so it could in turn
launch a profitable San Francisco Bay Area regional sports network.
Sports owners make billions from cable television, which Congress
deregulated in the 1980s. Because of deregulation, everyone who has
basic expanded cable pays for sports channels even if they never
watch a regional sports network or tune in to national networks
like ESPN and TNT. Hapless cable subscribers may pay anywhere
between $7 and $12 a month for sports channels alone, and sports
are the most costly part of the monthly cable bill. Congress
refuses to address a la carte pricing, which would allow cable
subscribers to choose which channels they want, in part because the
financial toll could wipe out many cable TV networks and have
serious impact on sports finances.

 


Corporate Support: Part three of the Stern
trilogy. Someone has to pay for high-end seating like luxury boxes
and club seats, and it’s not the everyday fan. In fact, owners
don’t court fans; they want customers who can afford luxury suites
and seats surrounding the basketball court or rink side seats at a
hockey game. Corporate types buy seats and reap the tax write-off,
whether they’ve gone to the games because they’re fans or just
looking to be seen.

You really could blame the Maloofs for
playing hardball in 2006. They were just following Stern’s
three-legged sports business philosophy; Sacramento got a lesson in
what it means to be a small market in the major leagues.

 


In Indianapolis, Herb Simon got another city
bailout to help the “struggling” Indiana Pacers franchise. These
two storylines are far more important to the financial health of
the NBA than the Miami singings although the loss of LeBron James
in Cleveland will return the northeastern Ohio city back into the
NBA doldrums and that could add Cleveland owner Dan Gilbert to the
list of financially hawks who might want to shut down the NBA next
year when the collective bargaining agreement ends on June 30,
2011.

 


In a fiscal-conservative state, Indianapolis
officials through the city’s Capital Improvement Board and Simon
have adjusted a 1999 lease agreement and the city will give Simon
$33.5 million over three seasons for expenditures to operate the
city’s arena.

 


There will be a $10 million per year bailout
to operate the arena along with $3.5 million for capital
improvements between 2010 and 2013. The Capital Improvement Board,
which is cash strapped, hopes to use funds from a one percent hike
in the Indianapolis hotel tax to pay some of the $33.5 million they
have committed.

 


Indianapolis has spent over a billion dollars
on the arena and a new football stadium. Simon’s original lease
gave him the ability to control the operations of the building, pay
virtually no rent and keep all of the revenues from Pacers games
and other events in the building. Despite the one-sided nature of
the lease where Simon got virtually all of the revenues and the
city got whatever was left, Simon has claimed his losses are
staggering.

 


Simon’s Pacers will continue to play in the
building for the next three years which ends Simon’s threat of
moving the franchise for the time being. In 2013, Simon can move
the team if his annual losses exceed $2 million. Should Simon find
a greener pasture (Kansas City, Louisville, and Newark, New
Jersey—the New Jersey Nets franchise does relocate to Brooklyn— he
would have to give back a portion of the $30 million and pay money
for breaking the 1999 lease that he signed with Indianapolis
officials. Simon is free to leave without penalty in 2019.

 


Indianapolis is a small market and cannot
compete with major markets on the same economic playing field and
has given team owners the wherewithal with taxpayers dollars to be
on an even playing field monetarily with New York, Los Angeles,
Chicago and together big market cities.

 


Jim Irsay’s Indianapolis Colts National
Football League franchise keeps rights to all football-related
revenue in the almost new Indianapolis taxpayers funded stadium, as
well as half the annual non- football revenue, up to $3.5 million.
Irsay pays no rent to use the facility and has a lease until 2034.
Irsay receives all revenues from a stadium name, signs and
sponsorships in the stadium. The Capital Improvement Board picks up
the tab for stadium maintenance and game-day expenses.

 


In the United States, local and state
governments have been pouring millions of dollars into building
sports facilities since Milwaukee funded County Stadium in 1950.
Milwaukee pioneered giving away the store philosophy when the city
finally got a Major League Baseball team. Lou Perini moved his
Boston Braves to Wisconsin and got a gift, a stadium to use 77
times a year in 1953 (and beyond) in exchange for $1,000 in rent.
Perini had some guilt about paying $1,000 in rent and keeping all
the concession money so he gave Milwaukee $25,000 for rent after
nearly 1.9 million people paid to see Braves baseball in Milwaukee
in 1953.

 

There is no real reason that municipalities
spend billions on sports facilities other than it gives an area a
sports identity and a meeting place where people to bond watching a
game. But it sure seems rather expensive to prop up the sports
business.

 


 


Do states get a return on sports facilities
investments? New Jersey Newsroom, August 16, 2000.

 


A little less than 34 years after the New
York Giants played the Dallas Cowboys in the opening game of new
stadium off of Exit 16W of the New Jersey Turnpike in the
Meadowlands, the Giants and the New York Jets will play the first
football game in the new stadium off of Exit 16W of the New Jersey
Turnpike in the Meadowlands. The new stadium has hosted concerts
and the international kind of football but this place was built for
the Giants and Jets.

 

The new place has a price tag of an estimated
$1.6 billion which was to be split between the Giants and Jets
ownership. But the state of New Jersey is on the hook for a lot of
cash too, an estimated $300 million in infrastructure costs. The
new stadium was built in a decaying sports complex. The race track,
which was once the crown jewel of the Meadowlands and counted upon
to pump money into the complex is dying and the three decades old
arena no longer has either a National Basketball Association or a
National Hockey League team. The Xanadu project has not been the
panacea that Meadowlands backers had hoped.

 

New Jersey is saddled with the debt of Giants
Stadium 34 years after it was opened and months after it was
demolished. New Jersey joins places like King County (the Kingdome
in Seattle) and Pittsburgh (Three Rivers Stadium) in paying off the
debt of a place that no longer exists except on the ledger
sheet.

 

The New Jersey Sports and Exposition
Authority could be as much as $830 million in debt. The Meadowlands
Racetrack cannot help pay down the debt anymore. It is no longer
1971, a time when horse racing was still popular and a few years
before it began a slow decline.

 

The New Jersey Sports Authority is in charge
of the Meadowlands sports complex. The properties include the
Xanadu retail and entertainment project, and also oversees the
football stadium and the arena. Monmouth Park Racetrack in
Oceanport, and Atlantic City Convention Centers is under the
authority's aegis.

 

The Meadowlands has become unwanted and
unloved and a money drain except for the area around the new
stadium. New Jersey is not only pumping money into the football
facility but is also providing all sorts of tax breaks which has
not made elected officials in East Rutherford too happy. The
municipality is losing much needed revenue from property in the
area.

 

The question that should be asked in this
time when all municipalities are struggling with revenues and
balancing budgets, is any municipality getting a return on stadium
and arena investments?

 

On Friday, the State Comptroller of New York,
Thomas P. DiNapoli said he didn't know whether New York was getting
any kind of return on the state's investments in stadium and arena
projects in Buffalo, Rochester and especially the Bronx with the
Yankees and Queens with the Mets. New York State also has hundreds
of millions of dollars slated to go into the Brooklyn arena project
construction that when finished will become the home of the
Newark-based New Jersey Nets National Basketball Association
franchise.

 

DiNapoli was quick and seemed very honest
when saying that he had no idea if his state was getting any kind
of benefit from a minor league baseball park in Buffalo or a hockey
arena in Buffalo or a minor league stadium in Rochester. New York
is a State spending hundreds of millions of dollars for
infrastructure in the Bronx and Queens as is New York City for the
Yankees and Mets stadiums.

 

DiNapoli said New York State has never done a
survey and figured out if spending what is probably a billion
dollars for sports venues in Albany, Binghamton, the Bronx.
Buffalo, Elmira, Queens. Staten Island, Syracuse and other locales
in the state was worth the effort.

 

The state money for facilities was started
when Governor Mario Cuomo decided to go along with Major League
Baseball's Player Development Contract with Minor League Baseball
which required Minor League Baseball franchises to play in
facilities that had to meet a standard created by Major League
Baseball by 1994. Virtually every minor league team needed some
form of upgrade or new stadium and that forced a realignment of
minor league baseball teams. The New York Penn League Glens Falls
(N. Y.) team relocated for a while in Augusta, New Jersey. Cuomo
pitched hard for a Major League expansion team, in Buffalo by
building a minor league stadium that could have been expanded into
a 40,000-seat stadium.

 

The MLB/MiLB PDC agreement gave birth to
independent baseball leagues and teams in New Jersey in the
Atlantic and Northeast League-Northern League which is now the
CanAm League.

 

The stadium/arena building in Buffalo has not
been an elixir that has brought the Buffalo economy back to the
late 1950s boom years when the city was a major port and there were
vibrant steel, flour and shipping industries in the city. Rochester
is still reeling from the loss of Eastman Kodak; Syracuse has lost
Carrier air conditioners. Binghamton has not replaced IBM and
clothing industries yet stadiums and arenas were sold as economic
engines.

 

New York is not alone in the assessment. Has
New Jersey benefited from building the Meadowlands Racetrack,
Giants Stadium, the Meadowlands Arena, the Trenton arena and other
sports venues? The latest proposals to fix the Meadowlands problems
of a dying race track and an empty arena include selling the
properties to private investors or shutting down racing at the
track and make the building a glorified racing studio or Off Track
Betting parlor with no horse racing.

 

The Meadowlands as an OTB parlor may not work
all that well without slot machines. The Meadowlands is only about
13 miles away from Yonkers Raceway in New York where there a video
slot machines and one of these days, there will be video terminals
at Aqueduct Raceway in Queens.

 

Politicians have spent, spent and spent on
sports facilities nationally for six decades and there seems to be
no end in sight. The 1986 Tax Act did local municipalities any
favors when it came to municipal funding of stadiums. The federal
tax code limited cities, villages, towns, counties and states to
collect just eight percent of the revenues generated in a sports
arena or stadium to go to pay down the debt in the venue.

 

Since 1986, municipalities have been pitted
against one another in attempting to get a team, whether it was an
expansion franchise or a team looking to relocate for a better
locale. The worst deal that was signed was between Louisiana
Governor Mike Foster and New Orleans Saints owner Tom Benson.
Louisiana gave Benson $186.5 million in checks as a thank you for
keeping the team in New Orleans between 2002 and 2010. The city of
San Diego was buying unsold San Diego Chargers tickets as part of a
lease arrangement in the late 1990s. This summer, the giveaways
kept coming despite belt tightening around the country.
Jacksonville politicians gave up the city's right to collect 25
percent of the revenue for naming rights of the city owned football
stadium to the National Football League's Jaguars or about $4
million over the next five years.

 

Some of that four million dollars could have
been used to pay municipal workers to keep social and needed
services going. Instead Jacksonville Jaguars ownership can spend
the $800,000 or so annually on players.

 

The National Hockey League's Columbus Blue
Jackets franchise is crying the financial blues so in the middle of
July, the team president Mike Priest came up with a "most viable
solution" asking the city to turnover over revenues from a proposed
tax on new downtown casinos to the team. Columbus is getting a
casino soon. A portion of the construction costs of the new
Pittsburgh arena was paid by a new casino in the city.

 

Indianapolis elected officials decided
earlier this summer to give Herb Simon, the Pacers owner, $10
million a year for the next three years along with $3.5 million for
a new ribbon ad board inside the Indianapolis arena in an attempt
to keep Simon happy and his team playing at the arena. Simon's team
has been playing at the city's taxpayer-funded arena since 1999, a
building that he uses for free as in no rent and the kicker is that
Simon keeps all revenues from his team's home games. The
Indianapolis Capital Improvement Board which runs the arena and the
one-year-old Colts-NFL stadium has to come up with the money. But
there is a problem, the board is broke and had to borrow $27
million from Indiana last year to continue operating. Simon's team
will play in Indianapolis for at least three more years.

 

San Diego officials are planning to spend
$500,000 (in cash strapped California where state workers may have
their salaries reduced to minimum wage if Governor Arnold
Schwarzenegger and the state houses cannot get a budget done) to
study the viability of a new football stadium for the Spanos
family's NFL Chargers. Hamilton County and Cincinnati are having
financial problems and don't have money to pay off the debt load on
the NFL's Cincinnati Bengals stadium.

 

So it goes and that is all the news in the
past 60 days or so. In Major League Baseball, the Tampa Bay Rays
and the Oakland A's continue to look across the bays, Tampa Bay and
the San Francisco Bay, for new homes. Rays ownership would like to
play in Tampa while A's owner Lewis Wolff is waiting for Godot or
Major League Baseball Commissioner Bud Selig or Dionne Warwick or
Burt Bacharach or Hal David to ask him "Do You Know the Way to San
Jose?" Wolff would pack up the A's in a moving van and drive south
on the I-880 in a New York minute to play in San Jose. Of course
there is a question of stadium funding in Tampa and San Jose that
needs to be answered.

 

The Giants ownership almost accepted a
renovated Giants Stadium in the mid-2000s, while the Jets ownership
planned to move to Manhattan's Westside near the Javits Center
between 30th and 34th Street surrounded by 11th and 12th Avenues.
Both ownership groups watched other municipalities build stadiums
or create incentive packages such as the Foster-Benson agreement in
New Orleans. New York Assemblyman Sheldon Silver blew up the
Manhattan stadium which forced Jets owner Woody Johnson to look
elsewhere and eventually Johnson along with the Giants Mara/Tisch
families came up with the New Meadowlands Stadium deal which
involved land swaps, tax breaks and infrastructure money for a
stadium and other retail development.

 

Back in 1971, New Jersey officials decided to
get in the game. What they didn't realize then is that once you
start playing, you better bring your money to the table and be
prepared to spend, spend and spend. Was it worth it? In New York
the state comptroller DiNapoli couldn't answer the question with an
affirmative or negative response since he didn't have the data
because no one in the state ever decided to give it a close
inspection.

 

The answer is pretty obvious.

 

It is no.

 

Stadium and arena building has not been an
economic engine (in Baltimore, the baseball stadium came after the
Maryland Science Museum, the Harborplace and the National Aquarium
opened. the baseball and football stadiums were an add on and not
an anchor for the project). Stadiums have not rebuilt city's
downtowns in Cleveland or Phoenix. Governor Chris Christie ought to
appoint someone to do that survey that no one has done in New York
as to whether a state or a city really gets a return on a sports
venue investment like the New Meadowlands Stadium.

 

Of course politicians may not want to really
know that answer.

 


 


Sports territorial rights put Newark,
Brooklyn and the N.Y. Islanders at a disadvantage. New Jersey
Newsroom, February 14, 2011.

When Mikhail Prokhorov arrives in Brooklyn
with his New Jersey Nets franchise, can he bring with him a
National Hockey League team — specifically the New York Islanders?
The answer according to someone who has been around hockey for a
long time is no because the Madison Square Garden's owners, the
Dolan family, and the league won't allow Charles Wang's Islanders
to invade New York Rangers territory.

The Gulf and Western owned-Garden in 1971
collected millions of dollars from the expansion New York Islanders
owner Roy Boe and in 1982 from New Jersey Devils owner John
McMullen when both teams opened shop in the metropolitan area as
Boe and McMullen "invaded" Rangers territory. The Garden also got
millions from Boe when his American Basketball Association New York
Nets joined the National Basketball Association in 1976.

Money talks.

Perhaps Dolan would change his mind if Wang
renegotiated his Madison Square Garden cable TV deal and gave Dolan
more favorable terms than he presently enjoys which would allow
Wang to move to Brooklyn.

(Dolan's cable TV Cablevision franchises
partly depend on two planks, he has the rights to Islanders games
which takes care of his Long Island systems and New Jersey Devils
games which gives New Jersey systems local programming. The other
is News12, which provides local news in Nassau and Suffolk counties
in New York and New Jersey's News 12 does the same thing in the
Garden State. It is actually clever programming and use of money as
no other multiple cable systems operator can offer local cable
boards when contracts are renewed that sort of option.)

NHL Commissioner Gary Bettman has thrown
water on the idea that Wang's Islanders could move about 20 miles
west of the franchise's present location in Uniondale. The NHL does
have the right to control franchises shifts as does the National
Basketball Association according to the latest court case (the 2009
Phoenix Coyotes bankruptcy proceedings in Judge Redfield Baum's
courtroom in Phoenix) involving a league and that league's ability
to control franchise shifts. In 1994, NBA Commissioner David Stern
and the majority of the league's 27 owners blocked the sale of the
Minnesota Timberwolves to New Orleans interests led by boxing
promoter Bob Arum. The Arum group planned to move the Minneapolis
franchise to New Orleans.

New Jersey Governor Chris Christie has
already met with Stern to discuss the possibility of replacing
Prokhorov's Newark-based franchise with another NBA team. It is
hard to imagine Stern warming up to the idea of putting a third
team in the New York metropolitan area although ultimately it is
the NBA owners, not Stern, that decides where a franchise can
operate.

Stern was so angry with New Jersey officials
in 2005 after another set of New Jersey Nets owners could not get
an arena built in Newark that he lost his cool and showed the not
so polished side of his media-made "Easy Dave" persona when he
admonished them by proclaiming "you blew it."

Madison Square Garden's James Dolan and
Prokhorov probably would lead the charge to block another NBA owner
from moving to Newark even though Prokhorov is giving up the New
Jersey territorial claims. By the time Prokhorov leaves for
Brooklyn, there could be a large number of small market franchise
owners that might be looking for greener pastures. Presently, the
league owns the New Orleans franchise, Indiana is losing copious
amounts of money, and the Maloof brothers are not any closer to
getting a new building in Sacramento than they were five years ago.
In retrospect, the move of the Vancouver Grizzlies to Memphis by
owner Michael Heisley has not produced the financial results and
might be considered a failure. The league's return to Charlotte has
not produced a good result. Milwaukee needs a new building but it
is unlikely the team's owner — United States Senator Herbert Kohl —
will move the team because that would signal that Wisconsin is not
a good place to do business (although new Governor Scott Walker
seems to be doing a good job shooing business away from the state
in his initial six weeks on the job.)

Stern and his owners seem to be playing out
the clock with the players in regard to the present collective
bargaining agreement, which expires on June 30. Stern wants to
change the way players are paid and shift revenues back into his
owners' pockets. That could help the small market owners. Should
Stern fail to produce that type of result, the NBA will lock out
the players. If Stern does not prevail, the NBA might see
franchises move with Seattle, Louisville, Vancouver, San Jose,
Anaheim and yes even Newark in play.

Because of the 1922 United States Supreme
Court ruling that baseball was a game not an interstate business
and therefore was entitled to an antitrust exemption, New Jersey
will never get a Major League Baseball team. In northern New
Jersey, the Steinbrenner Yankees and the Wilpon-Katz Mets have veto
power and can nix a third team in the New York City area and
Philadelphia Phillies ownership can do the same thing in southern
New Jersey. New York City once had three Major League Baseball
teams and the area could support a third team. People in Major
League Baseball know this but there is that antitrust exemption
which would preclude franchises seeking new facilities like Oakland
and Tampa Bay from checking into New Jersey.

Getting back to the Islanders situation and
Brooklyn. It may be a good time for Eric Holder and the Department
of Justice or oversight committees in either the United States
Senate or the House of Representatives to take a look at franchise
movement because of the vast amount of public dollars that have
been poured into sports.

American sports is not a private entity.

It is a government-subsidized business.
Cities are building stadiums and arenas for teams and in some cases
paying owners outright to make sure the owner keeps a franchise in
town like Louisiana does with New Orleans Saints owner Tom Benson.
The "major league" sports industry has grown financially thanks to
antitrust exemptions and all sorts of tax breaks for owners.

Municipalities have been moving money around
to pay off sports facilities debt. New Jersey is still paying off
the debt on the departed Giants Stadium in the Meadowlands.
Houston, Pittsburgh, Seattle, Indianapolis, and Vero Beach, Florida
residents to name a few cities are paying bills on departed
stadiums or in Vero Beach's case improvements at a spring training
facility that was abandoned by the Los Angeles Dodgers, a franchise
that has a history of leaving town.

The owners of new Meadowlands Stadium (the
Giants Mara and Tisch families and the Jets Woody Johnson) are
paying significantly less in property taxes than had other owners
developed the property for different businesses. In 2006, East
Rutherford mayor James Cassella noted that the Meadowlands should
be generating more than $10 million a year in property taxes and
that East Rutherford was getting a small percentage of that. In
2009, Mayor Cassella again wanted more money from the property.
East Rutherford is getting $5 million in rent from the teams and
through payment in lieu of taxes (PILOT), $1.3 million or so
annually instead of a full share of property taxes.

Prokhorov's new Brooklyn building will be
costing New York taxpayers hundreds of millions of dollars. If
there is a National Hockey League owner who is willing to work out
a deal with Prokhorov and put a team in the Brooklyn building then
the deal should not be squashed by a bunch of owners led by someone
who does not pay New York City property taxes.

Madison Square Garden is not on the New York
City property tax roll and has not be paying property taxes for
nearly three decades (1982) thanks to politicians led by then Mayor
Ed Koch who fell for the line that the New York Knicks and the New
York Rangers could not compete for players with other teams because
of the property tax burden. New York City and state elected
officials gave the Garden a property tax exemption.

Mayor Michael Bloomberg has declared war on
public employees and wants concessions because he claims the city
cannot afford pensions, school costs and other public services. The
Garden's estimated $14 million a year property tax bill
contribution, if the Garden was forced to pay the tax, won't solve
the city's fiscal problems but it might save a few jobs. That money
does not need to go to LeBron James or Carmelo Anthony or Chris
Paul.

New York sportswriters, assuming their usual
on their knees cheerleading positions for a team---this time the
Knicks, are pushing, hoping and wishing the Knicks land Carmelo
Anthony in a trade. Anthony's next contract could net him more than
$20 million a year. If Dolan can pay an employee $20 million
annually, he could and should be forced to pay his tax bill.

It isn't Dolan's fault that New York
capitulated to the Garden's demands. He inherited the largess when
his family bought the team in 1994 from Viacom.

The property tax issue has been around for
four decades. Garden chairman Irving Mitchell Felt was so disgusted
with the costs of the Garden that he considered moving the Knicks
and Rangers to the New Jersey Meadowlands. It seemed that the
Meadowlands in the early 1970s was the panacea for all that ailed
New York City-based franchises. Had history followed a different
course in 1972, George Steinbrenner would have missed out on buying
into the New York Yankees as a local New Jersey businessman was in
the hunt to get the Yankees and move the franchise to the
Meadowlands. It is possible that the Meadowlands would have housed
baseball and the Knicks and Rangers in 1976 instead of the Mara
family's New York Giants.

Sports owners in the metropolitan New York
area should be paying full property taxes. The New York Yankees,
the New York Mets, the Jets-Giants ownerships are getting
subsidized through PILOTs, the Garden is not paying any property
taxes and the truth is, the sports teams are not really creating
many jobs. The NHL and NBA are within their legal rights to control
their franchise movements however with so much of the league's
businesses being propped up by public dollars (including cable TV
monies which have been produced thanks to the 1984 Cable TV Act
which was signed into law by President Ronald Reagan and the
revamping of the 1986 Federal Tax Code which shifted the parameters
for rent at new municipally built facilities that gave a sports
owner up to 92 percent of all revenues generated in the building
with just eight percent going off to pay down the buildings debt),
it is time to review territorial rights issues.

The American public should really know the
score and how much money taxpayers are putting into the system. The
news might be staggering.

Since Milwaukee officials in 1950 decided
that the public should pay for a baseball stadium in order to
attract a Major League Baseball team for the city, politicians have
been spending vast amounts of public dollars on owners for big time
sports. Leagues are private businesses yet so much of the public is
picking up the bills for sports on the professional level and now
the college level. The public should begin to have a say. When the
Dolan family starts paying their property tax on their Manhattan
holding, then they should have a say on whether Brooklyn can go
after Charles Wang's Islanders franchise. Newark put up a lot of
money for the downtown arena. It seems rather unfair that a bunch
of suits in a Manhattan office can summarily dismiss a bid for an
NBA team in a publicly built facility just because a commissioner
has a fit in 2005 because things didn't go his way or because an
NHL owner who is highly subsidized by a city and a state just
doesn't want competition a bunch of stops away by subway.



The definition of insanity is doing the same
thing over and over again and expecting different results.
Examiner, February 17, 2011.

 

 


According to Albert Einstein, "The
definition of insanity is doing the same thing over and over again
and expecting different results." Einstein might have been thinking
of politicians who apparently still think that
approving public spending for stadium and or arena
project is a prudent because sports facilities spur economic
growth.

 

In the Los Angeles area, two football
stadium proposals are on the table. In downtown Los Angeles,
the Anschutz Entertainment Group (AEG) is promising to build a
facility that won't cost the public a dime and will be built
by private money. Of course there is the fine print in small
letters that comes with the stadium. Someone will have to pay to
replace the city-owned convention center that currently
occupies the parcel of land that AEG wants for the
proposed facility.

 

The cost to replace the convention center
may be as much as $350 million. As usual, stadium proponents are
claiming that building a stadium will create construction jobs
(building a supermarket also creates jobs or repairing broken
infrastructure creates construction jobs but the supermarket and
infrastructure work as not as glamorous as working on a stadium)
and lots of jobs once the stadium opens.

 

But a football stadium does not lend itself
to creating good paying jobs. Because a football season features
two pre-season and eight regular season games, there is a real
possibility that an LA stadium might only be used 10 times a year.
AEG wants California environmental regulations waived in the run up
process to the start of construction just like the state did under
Governor Arnold Schwarzenegger for Ed Roski's proposed football
stadium east of LA in the City of Industry. Roski too is proposing
building a facility where no public monies are used.

 

That sounds all well and good until the fine
print is read. Instead of paying for the construction, the public
ends up paying for the project on the back end in various ways
whether it is a reduction of property taxes or other tax
incentives.

 

Up the 101 from LA, Santa Clara officials
have allocated money for a new football stadium for the San
Francisco 49ers franchise. But the 49ers ownership has not raised
any capital yet for the facility because the National Football
League wants to get a committee from the National football league
Players Association that the workers group will help pay for the
York family’s dream facility. San Jose officials seem to want to
entice Lew Wolff to find a way to San Jose and bring his A’s
baseball team with him. But there is a pesky question of
territorial rights that needs to seemingly be resolved. Apparently
the San Francisco Giants own the territory and Wolff just cannot
take his A’s from Oakland (which is significantly closely to San
Francisco than San Jose is to the city by the bay) and deposit the
team in San Jose. The city of Oakland is looking to somehow satisfy
Wolff and also Oakland Raiders ownership by building new stadiums
(plural) in the city.

 

Elected officials are trying to cut spending
wherever they can including the public sector. (A note to newly
elected officials who are trying to gut the public employment
sector and to sports owners looking to push tickets---reduce the
public workforce and it has a domino impact on the community. A
fired worker has less money to spend in the community, the
community loses out on taxes that are collected from items
purchased and the economic recovery that people entrusted with your
judgment fails. That seems to be missing from the thought process
of elected officials who promise to lower taxes and to cut spending
when they can't because of fixed costs because of obligations.) But
stadium and arena building is still the thing to do.

 

In St. Paul, Minnesota Vikings officials are
pushing to get a new stadium built and looking at the Minnesota
state coffers to aid them in the cost of building a stadium loaded
with gadgets such as in-stadium restaurants, luxury boxes, club
seats and other toys that will put more revenue into owner Zygi
Wilf's pockets.

 

Across the Mississippi River in Minneapolis,
the city's mayor R. T. Rybak is seeking about $155 million in state
funding from St. Paul lawmakers to upgrade the city's 21-year-old
arena. The city of Minneapolis owns the building and it is managed
by AEG. The Twin-Cities of Minneapolis and St. Paul have been
spending public money for sports facilities for more than a half
century. Since then, a baseball-football stadium was built and
demolished in Bloomington along with an arena; the Minnesota Twins
baseball franchise is operating in a third publicly financed
facility. The National Hockey League's Minnesota Wild franchise set
up stop in St. Paul in 2000 (St. Paul needs money to upgrade an
11-year-old building) and state money has gone to a new on campus
football facility at the University of Minnesota in
Minneapolis.

 

Minnesota has allocated more than a billion
dollars on sports facility spending.

 

Florida Governor Rick Scott may have
jettisoned a federally funded high speed rail but he may be
involved at some point in the near future in the stadium game in
the Tampa-St. Petersburg area. The Tampa Bay Rays ownership wants
to leave the taxpayers funded domed St. Petersburg baseball park
for a new facility, preferably in Tampa. Rays ownership has a lease
on the St. Petersburg facility until 2027. By the way, Tampa Bay's
baseball ownership might have lost some potential customers with
Rick Scott saying no to the $2.4 billion for the high speed rail
between Orlando and Tampa as someone would have had to build the
rail and hire people to do just that who might have relocated in
the area.

 

(Wisconsin Governor Scott Walker may have
cost the owners of the Milwaukee Brewers and Milwaukee Bucks
franchises customers by turning down high speed rail funding and
costing Milwaukee a business headquarters for the company that was
in line to build the railroad through Wisconsin.)

 

The North American Free Treaty Agreement
between the United States and Canada may have produced one unwanted
consequence that will be painful to Canadians. It seems local
elected officials north of the 49th parallel have learned well from
their American counterparts when it comes to stadium and arena
building. Quebec City has decided that the people of that village
and surrounding areas need a National Hockey League team and the
best way to go about that is building a new arena and then finding
an owner who wants to move his franchise there or sell the team to
local owners.

 

The building will cost in 2011 Canadian
dollars (which is about equal to the US dollar) about 400 million
loonies and apparently the bill will be split between Quebec City
and Quebec's provincial government. As always, the devil is in the
details. What kind of lease can Quebec City present to an owner? In
the United States, because of the 1986 Tax Act, as little
as eight percent of revenues generated by a facility can go
off to pay down the building's debt. The Quebec City arena revenues
from naming rights, marketing revenues and operations are supposed
to be kept by the government and that will not win over an owner’s
heart.

 

From an owners' standpoint, the Quebec City
deal if all of those revenue streams are maintained by the
city and province is a nonstarter.

 

The Quebec scheme for a building does not
ask for federal money. The owners of the Edmonton Oilers franchise
want a new arena in the city and perhaps they could follow Quebec
City's lead and fund a building with public dollars but if they put
the same sort of restrictions on revenues it is unlikely Oilers
ownership would bite at the building.

 

How to pay for a building is becoming a
problem in a northern New York City suburb. Ramapo Town Supervisor
Chris St. Lawrence is failing in his bid to get necessary funding
to complete a 3,500-seat baseball park after voters told him they
were not interested in putting up more than $15 million for the
facility last August. St. Lawrence decided that Ramapo voters
didn't know what they were doing in the voting booth and is going
ahead with building the park for a team in a league that has been
fiscally-challenged. St. Lawrence was so eager to land a team in
the CanAm League, an association that has problems finding teams to
fill the schedule in a year-to-year basis, that he gave away the
store to a group called Bottom 9 Baseball.

 

Bottom 9 Baseball will be throwing a
million dollars or four percent of the estimated costs into the
venue. The team will pay $175,000 a year in rent. It would take
more than a century for Ramapo to get back the construction costs
at that rate. The team threw a couple of bones to Ramapo. The
municipality will get a dollar for each ticket sold (not including
those seats in the stadium's 20 luxury boxes — the town will get
some money from those seats and some money from the sale of the
stadium's naming rights.



What are the odds that a Ramapo Stadium can get any money for
naming rights when the New York Giants/Jets Meadowlands Stadium and
the Dallas Cowboys Stadium are still unnamed? What may
be disturbing to St. Lawrence is that the city of Jacksonville
waived the 25 percent of an estimated $16 million naming rights
deal at the city's stadium to help the Jacksonville Jaguars bottom
line. The city is forfeiting $800,000 in revenues annually between
2010 and 2014).


The team
(presently called the Rockland Boulders if it works out with a
local hot dog vendor who owns the trademark to the name) will
give Ramapo two dollars from each car parked in the stadium's lot
for a game. The town will also get 10 percent of the concessions
whether it is food, beverage or merchandise sold at the stadium.
The team will keep signage rights in the building.


Based on
Can-Am League attendance figures, the Town of Ramapo will get
somewhere between $3,000 and $4,000 a game if the town and team is
lucky.


The Ramapo
paid financial consultant on the project thinks the stadium will
bring in $1.4 million a year which would cover the $1.3 million
annual debt service that St. Lawrence projects for the stadium. But
someone who witnessed first-hand how much money a minor league
baseball team can generate debunked St. Lawrence and his
consultant's estimate of revenues.


"My brother
used to have a piece of a minor league baseball team and there is
no way the stadium will generate $900,000 for the town (probably
less than half)," said the person who knew about his brother's
operation. "And if bondholders who will have to finance the
construction are being told that, then there's another lawsuit
coming down the pike."


Ramapo
taxpayers better understand that this stadium will be a loss leader
no matter what both sides say. Ramapo officials think the team will
bring in $900,000 in stadium related revenues. The bad news, the
revenues figure is grossly overstated, the good news for Ramapo is
that at this point they are not being asked to pay the team's
expenses like New Orleans and Indianapolis and Glendale, Arizona
residents are doing for pro sports teams.

New Jersey,
Indianapolis, Seattle, Pittsburgh and other cities and
municipalities are paying off the debt on sports facilities that
are no longer standing.


Stadiums and
arenas were once thought to be economic engines that would
revitalize or build up an area. That is not the case but
municipalities are still spending. The only rational reason for
that is to signal to investors that an area is open for
business.


Einstein was
right about elected officials who spend and spend and spend on
money losing ventures like sports facilities for professional
teams. "The definition of insanity is doing the same thing over and
over again and expecting different results," said the noted genius.
It is a lesson that has not been learned by elected officials who
think spending for a luxurious stadium or arena gives their burgs
unachievable relevance.



Sports costing
taxpayers billions. New Jersey Newsroom, March 10, 2011.

 

As National
Football League Commissioner Roger Goodell and his owner team
personnel continue bargaining with National Football League Players
Association Executive Director DeMaurice Smith to reach a new
agreement that covers players working conditions, New Jersey
Governor Chris Christie wrestles with his state's budget and the
possible layoffs of government workers and still has one budget
item that will not go away. New Jersey still owes about one hundred
million dollars on a facility that no longer exists — Giants
Stadium.

More than 100
days from now, National Basketball Association Commissioner could
announce that NBA owners have voted to lockout their employees —
NBA players — because the owners and the players could not reach a
new collective bargaining agreement. NBA owners claim they are
losing copious amounts of money yet in Manhattan, the owner of
Madison Square Garden (Cablevision's James Dolan) is pocketing
money from his regional cable TV network and sellout crowds at
Knicks games and not paying some $13-14 million annually in
property taxes on a prime piece of real estate between 31st and
33rd Streets and Seventh and Eighth Avenue. Dolan is paying two
players more than $20 million a year each (Amar'e Stoudemire and
Carmelo Anthony) which suggests he has the means to pay the
taxes.

In cash
strapped New York City where Mayor Michael Bloomberg has declared
war on teachers’ tenure and salaries and New York State where
Governor Andrew Cuomo has promised that he will change the way
Albany does business and cut expenses, there is no stomach to put
the Garden back on the tax roll. Some of those Knicks fans who love
STAT (Stoudemire) and Melo (Anthony) may be out of jobs but as long
as the team gets tax breaks that seems to be okay with the fans.
The more tax breaks, the more money that can be spend on a
player.

New York has
laid out hundreds of millions of dollars for infrastructure at the
new Yankees and Mets stadiums as well as giving the two franchises
many tax breaks and incentives. Former New Jersey Nets owner Bruce
Ratner has gotten a slew of tax breaks and incentives to build a
Brooklyn arena. New York City Mayor Rudy Giuliani built the two
most expensive minor league baseball stadiums ever in Brooklyn in
Coney Island and on the Staten Island waterfront.

New York City
Mayor Ed Koch and New York Governor Mario Cuomo in 1982 along with
the state legislature removed Madison Square Garden from the city
tax roll because then-Garden owner Gulf and Western claimed the
Knicks and NHL Rangers could no longer compete with in the Knicks
case, the Milwaukees and Portlands of the world and the Rangers
were not in a position to spend the same type of money on players
as Hartford and Winnipeg. If Koch and Cuomo refused to help, Gulf
and Western would put the Knicks at the Nassau Coliseum and the
Rangers in the new Meadowlands arena.

The gullible
Koch, Cuomo and elected state officials bought the Gulf and Western
line hook, line and sinker.

In 1995, New
Jersey Governor Christie Whitman rewrote the lease between the
state and Devils owner John McMullen even though McMullen had years
remaining on the deal. McMullen ended up with a much more favorable
Meadowlands arena lease and decided not to move his team to
Nashville.

On Tuesday,
National Hockey League Commissioner Gary Bettman lashed out at the
conservative Goldwater Institute, an Arizona think tank that is
questioning Glendale, Arizona's selling of municipal bonds to make
a sale of the Phoenix Coyotes more palatable to a prospective
owner. If Glendale and the NHL filed suit against the Goldwater
Institute, one of the targets could be Randy P. Kendrick, the wife
of Arizona Diamondbacks owner Ken Kendrick and a Goldwater board
member. Goldwater doesn't like the idea of Glendale being so
heavily involved in the saving of the Coyotes franchise. There is
one problem that Mrs. Kendrick has that gets to the heart of her
credibility with Goldwater. The Diamondbacks franchise operates in
a facility that was built on the taxpayers’ dime.

Politicians
look at the construction of sports facilities as an economic
engine. In virtually every case, sports arena and construction
building has been a failed policy. The construction jobs are
temporary and aside from the players and owners not many jobs
created by a team are substantial. On game day, there are quite a
few per diem slots available such as parking lot attendants and
vendors.

The Baltimore
Inner Harbor project started without a baseball stadium or a
football stadium and did well when the facility opened in the
1980s. Maryland residents are paying millions of dollars a year to
pay off the debts on the Baltimore baseball and football
stadium.

Just over the
Bergen County line in Rockland County, the town of Ramapo is
building a small baseball park for an independent minor league
baseball team. Town residents said no to funding in a referendum
last August but the town supervisor, Chris St. Lawrence, will have
none of that. St. Lawrence decided to fund the project with private
money but there is a problem. He hasn't found private money and the
town residents keep getting stuck with the tab for construction
costs.

St. Lawrence
joins the likes of the Washington state legislature, elected
officials in Pittsburgh, Charlotte and other areas who overturned
referendums and built money losing facilities anyway.

There are far
more non-sports fans than sports fans if television ratings are
accurate and the number of empty seats can be counted on in the
thousands at various venues in the New York area on a nightly basis
(Mets games, Devils games, Nets games, Islanders games) but
non-sports fans are paying and paying and paying for sports
expenses.

 

What if there
is an NFL lockout? What if there
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