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INTRODUCTION
In the southern states of Australia, Australian football is
the nost popul ar spectator sport. Attendances at Wstern Austra-

lian, South Australian and Tasmani an prenier |eague conpetitions,
are in relation to their major city popul ations, inpressive.

However, in absolute ternms, the npst watched conpetition is the
Victorian Football League (VFL). In each of the six seasons 1978
through 1983, the annual attendances for home and away natches ex-
ceeded three mllion persons. I'n 1981 3,500, 000 peopl e attended 22

rounds or 132 matches. This represented an average attendance of
approxi mately 25,000 per match. The grand final regularly attracts
a crowd in excess of 100, 000.

The popularity of VFL matches is also reflected in the tele-
vision viewi ng habits of Melbourne residents. On 21 July 1980, 26%
of all households with television receivers were tuned to Channel
7's "Big League", an evening replay of three afternoon VFL natches.
At the same tinme, another 7% of television sets were tuned to Chan-
nel 2's evening replay. The Sterling Cup, a m d-week knock out
conpetition featuring predomnantly VFL clubs and a few South Aus-
tralian and Western Australian |eague clubs, has consistently
achi eved inpressive rating figures.' The match of Tuesday 26 July,
1983 (a final) rated 28. The 1983 VFL ratings clinmaxed in Septenber
when the Grand Final was televised live. I't peaked at 52. Few
other television sports can match the popularity of VFL football.

THE ADMINISTRATIVE AND FINANCIAL STRUCTURE OF THE
VICTORIAN FOOTBALL LEAGUE

The Victorian Football League is a collective body made up of
twel ve conpeting cl ubs. Each club appoints one representative to
the central and controlling body, the Board of Directors. The
Board undertakes the policy making function, which ranges from



deci ding whether to increase admi ssion prices to the fornmula to be
used in the distribution of gate receipts.? A secretariat or cen-
tral office exists to adm nister policy. It is led by a Ceneral
Manager, who co-ordinates the activities of five divisions: VFL
Marketing, which is responsible for the VFL's franchising and en-
dorsenent operations, Mdia which serves a public relations function
and produces all VFL Publications, the Conpany Secretary, who, as
wel | as undertaking the VFL's accounting and financial reporting
function also controls the VFL's own stadium VFL Park, Admnistration
which is responsible for the day to day organisation of the VFL's
activities, and the Corporate Planning section which undertakes analy-
sis of the VFL's long run policy options. The twelve constituent
clubs have developed simlarly bureaucratic structures. The d ub
Secretary has been replaced by a Chief Executive Oficer who con-
trols the activities of a Prompotions O ficer, Accountant, Marketing
O ficer, and Team Manager.

Tabl e One:  Sources of Total VFL Revenue

% %
1. Gate receipts 6. Sponsorship
1.1 Hore- and- away mat ches 6.1 Controlling authority
1.1.1  VFL Park 6 (ouB 2
1.1.2  Oher grounds 18 6.2 Clubs - average appr oxi-
1.2 Finals natches mately $150,000 club 6
1.2.1 VFL Park 6
122 MG 10 7. Mar ket i ng
Total for Item 1 40 VFL Marketing 4
(product 1icensing,
2. Menber shi p i nsurance)
2.1 VFL Park 5
2.2 Al other clubs 7 8. dub fund raising,
busi ness activities,
3. Rental and catering donations and supporter
at VFL Park 3 groups (approx. 38 per
cent of total club
turnover) 22
4. VFL Publications
Foot bal | Record 4
5. Tel evision and
radio rights 7

Sour ces: VFL Annual Reports, Constituent Cubs Annual Reports.



The financial structure of the |eague has al so becone nore
conpl ex. Wiereas in the 1960s club finances were predom nantly
derived from gate receipts, the 1970s and 1980s saw the energence
of additional sources of funds. The relative inportance of the
sources of VFL revenue are shown in Table One. Gate receipts are
still the single largest cash flow item In 1983, the aggregate
turnover for the VFL central office and the twelve constituent
clubs was approximately $35 million, of which gate receipts from
home and away and finals matches accounted for $13 million or 40%
of total revenue. Not all gate receipts are distributed directly
or imediately to clubs. For all home and away ganmes $0.25 is
taken off the top of every adult admission and put into a ground
i nproverent fund. From the funds remaining the VFL controlling
body gets 15% each of the conpeting clubs receives 20%the ground
managers (usually the l|ocal nunicipal council) receive 25% and
the remaining 20% is allocated to a common pool or equalisation
fund. This fund is divided equally anpngst all clubs at the end
of the football season. The formula for the distribution of gate
receipts fromfinals is less conplicated, After expenses have
been allocated and the ground namnager's fee paid, net receipts are
di stributed equally amongst all clubs.

Revenue from the sale of radio broadcasting and television
rights has becone an increasingly inportant source of funds.
Whereas in 1973 it provided $200,000, by 1983 it was estinmated to
be $2.5 nmillion. This revenue is also distributed equally anpngst
the constituent clubs. Clubs also rely heavily on nenbership fees
as a source of revenue, which because they are received at the be-
ginning of a season are seen to be an inportant elenent in a club's
revenue base. Revenue from nenbership does however vary markedly
bet ween conpeting clubs. In 1980 the Carlton club received
$187,000, while the less successful Melbourne club received $49, 400.
On field perfornmance and nenbership ticket sales are usually cor-
rel ated, In 1972 the last two placed clubs, South Ml bourne and
North Mel bourne had the |owest nenbership. I'n 1980 North Mel bourne
was placed fifth on the |adder and also had the fifth |argest mem
ber shi p.

Fund raising from non-football activities has energed as a
mej or source of revenue. In 1969 non football revenue (which



includes social club activities, donations, sponsorship and en-
dorsenents) conprised only 9% of revenue for the Richnond Football
ad ub. By 1975 it had risen to 18% and by 1980 it accounted for
35% of all revenue. The North Mel bourne Football C ub, although
starting from a higher base, also found itself increasingly de-
pendent upon non-football activities as a source of funds. Between
1965 and 1980 its contribution to total revenue increased from 30%
to 48%

Finally, corporate sponsorship has become an inportant contri-
butor to club revenue. \Wereas in the late 60s and early 70s it
was non existent, by 1983, it was contributing approxi mately
$120, 000- 180, 000 per club per annum Each club now has multiple
sponsors. The VFL central office has also received corporate sup-
port: a Brewery, Tobacco Conpany and two Modtor Vehicle nanufac-
turers figured promnantly during the 1980s.

THE PECULIAR ECONOMICS OF AUSTRALIAN FOOTBALL

Wiile the VFL is in many respects a business (its annual turn-
over is approaching $40 million), it is a special sort of business
with peculiar and contradictory characteristics and structures that
make for special problems and outcones which will be discussed in
| ater sections of this paper. Certainly in a nunber of inportant
respects this football industry does not fit the conventional free
enterprise nodel.

First, the Victorian Football League is a highly regul ated
co-operative and in sone ways even socialistic institution. It is
the VFL Central Ofice, which, acting through the elected represen-
tatives of the constituent clubs, develops "inter firmf agreenents
in order to elinmnate the potential for conpetition and rivalry.
The VFL has attenpted to control player paynments through the use
of a maxi num wage system At the sane tine, the use of recruit-
ment, transfer and zoning regul ations constitutes an attenpt to
restrict the bargaining power of individual players by effectively
tying themto clubs indefinitely. The general ainms of these neas-
ures are to control the cost structure of the gane, and to assure
the viability of the constituent clubs and the continued popul ar-
ity of the |eague. There is a generally held belief anpngst



prof essional sports adnministrators that an even conpetition (i.e.
conpetitive balance) can only occur where restrictions are placed
upon club recruitment and player mobility. It is thought that an
unregul ated conpetition will lead to predictable outcones and a
falling off in public support, gate receipts and club revenue.
These regulations are enforced by the central admnistrative body,
the League itself. The ironic situation usually devel ops, however,
where the clubs, whose representatives on the VFL Board mmke the
policies and rules, are very quick to flout themif they can
obtain a conpetitive advantage or "w nning edge" by doing so. The
VFL has al so devel oped various revenue sharing schenes. As indi-
cated above, net gate receipts are distributed equally between com
peting teans. Also, the revenue, fromthe play offs or finals and
tel evision broadcast rights are distributed equally between the
twel ve constituent clubs, The VFL therefore can be likened to a

cartel . In a business cartel the purpose of restrictive agreements
and anti-conpetitive practices is to generate higher profits. In
a sports cartel like the VFL the purpose is not to ensure high

profits, but rather to control costs and to ensure the viability
of the league (and the constituent clubs). Al so, behaviour in a
sports cartel that might be called "heating" or "unethical" (e.g.
recruiting players without permssion from their present clubs,
playing players without permts, paying players nore than the regu-
| ation paynment) could be seen as sound business practice in a com
petitive market place.

Second, the "product" to be sold (i.e. the gane) is different
from other market goods in that it requires the co-operation of
two teans or firns. Moreover, the attractiveness of the product
to consuners (i.e. the football public) will result from the qual-
ity of the gane, which in turn will depend upon the closeness of
the scores, the nunber of star players involved, the inportance of
the match, or the perceived entertainnent value (a skilful gane or
maybe even viol ent contest).3

Third, the supporter's relationship with the sports insti-
tution and its sporting "product" is significantly different from
that which the consumer has with business and its good or service.
In sport the supporter is sinmultaneously a consuner of the flow of
servi ces being provided by the conpeting teams and an inportant



conponent of the structure and character of the game. The strength
of the VFL is not so nuch the skills of players or the adm nistra-
tive capacity of its bureaucrats, but the passion and |oyalty and
identification that fans show toward the gane. The enjoynent that
cones from attending a game is the result of both the interaction
between teanms and supporters. The supporter is therefore an im
portant contributor to the "gane quality" as well, at the sanme tine,
bei ng the consumer of the football product.

The fourth point to be highlighted is that the twelve consti-
tuent clubs have one overriding goal - winning and team success.
Economists prefer to call it utility maxim zation. Profits are
seen as a secondary goal: a premership is ranked nore highly than
an operating surplus.* A club is therefore prepared to go into
debt if it nmeans high calibre coaches and players can be secured,
notivated and integrated into a winning team To this end, clubs
are continually in search of new neans of expanding their revenue
base (and wage fund) in order to attract premership players.

Fifth, the cost structure of individual clubs is controlled
not so much by internal considerations or by factors in the w der
econony, but by devel opnents in the nost powerful clubs. For ex-
anpl e salary scales will be set by those clubs which have the
greater capacity to pay, i.e. those with the |argest resource base
and wage fund. Inevitably these are the successful clubs. |f
lower clubs are to conpete for players on the transfer market they
must be prepared to offer match paynments simlar to those offered
by the large powerful clubs; but to do so may mean overstretching
the budget or borrowing funds to finance the paynents. If the re-
sultant recruitnent does not visibly inprove team quality and fan
support, then the necessary cash flow to finance the deficit will
be unavail abl e. If, on the other hand the club decides to operate
within the budget limtations, then it is not likely to attract the
sort of players necessary to inprove team quality. The club is
therefore likely to remain a low perfornmer, although its frugal
spending nmay save it from financial disaster. The cost structure
for the league is therefore set by the market |eaders,® and because
there are differences in capacity to pay between clubs, the |ess
financially sound clubs will have the dual problem of natching the
paynents of other clubs to ensure their hold on current players,



and w nning enough ganes to attract the incone necessary to remain
sol vent.

The chronic instability of the |eague and the desire of clubs
to expand their revenue base is, in a large part, a function of the
above factors. As the followi ng discussion of the VFL's devel op-
nent over the past twenty-five years indicates, the interests of
the |eague, constituent clubs, supporters and players are frequent-
ly in conflict, and usually not simultaneously attainable. Com
petitive balance and financial equilibrium has been the exception
rather than the rule.

Money has always played a significant part in the organiza-
tion and operation of the VFL. I ndeed, the formation of the VFL
in 1897 (which involved a nunber of teans breaking away from the
Victorian Football Association, Mlbourne's original football com
petition) was in large part the result of disagreenent between
officials over player payments and the financial arrangenments of
cl ubs. However over the last twenty five-years the influence and
conbi nati on of noney, business the nedia, technology and the |aw have
created the conditions for radical changes in the form and charac-
ter of the gane.

A nunber of discrete phases of devel opment can be identified,
wi th each phase corresponding to significant structural and organi-
zational changes. These changes centre around the issues of player
paynents, transfer and recruiting regulations, club funding, ground
rationalisation and | eague expansion.

PHASE 1 1960-8: STABILITY AND GROWTH

During this period VFL football was not only a part-time
activity for officials but also for players, who were required to
attend training at npst twice a week. As Table Two shows, natch
paynents were neagre. In 1962, they were set at £6.10s. ($13),
whi ch was 25% of the average weekly earnings. By 1968, they had



increased to $25 (36% of the average weekly earnings). Payment s
were regul ated through the Coulter Law, = which was first set up in
the 1930s. Al t hough frequently flouted, it nevertheless ensured
that paynments varied only noderately between players and clubs. A
nunber of players received no paynent at all, preferring to retain
their amateur sporting status.

Table Two: Mvenents in Average Weekly Earnings and Average
VFL Pl ayer Paynents 1960-84

Av. Weekly Av. club (Equi val ent  Approxi nat e (Equi val ent
Ear ni ngs Pl ayers' Wage Annual salary range (D) Annual
(Mal es) Bill/Player Ampunt s) for contracted Anpunt s)
Per Mat ch® pl ayers per
mat ch
($) (%) (%) (%) (%)
1960 45.0 12 (220) n.a.
1965 56.5 16 (290) n.a.
1968 66.9 29 (580) n.a.
1972 95.9 40 (900) 320- 700 (7,000- 15, 000)
1974 126.7 90 (2,000) 500- 1,100 (11, OO 24, 000)
1978 216.0 272 (6, 000) 700- 1, 500 (15, 000- 33, 000)
1980 258.9 482 (11, 000) 800- 1, 800 (18, 000- 40, 000)
1984 375.0 1, 000 (22, 000) 700- 3,000 (15, 000-66,000)

Notes: (a) Calculated by dividing senior list of 45 players into average club
wage bill per match.

(b) Up till 1983, players on contract were usually the most highly
regarded and experienced. From 1984, in the wake of the Foschini
case, most players were placed on contract in order to bind them
to their clubs.

The VFL like nobst other professional and sem - professional
team sport conpetitions also operated a transfer, or player re-
serve system whereby a player, once registered with a particul ar
club, was bound to that club for life. A player could not join
another club unless his own club agreed to transfer or release him
(i.e. grant a clearance). In addition, the VFL operated a netro-
politan zoning scheme which allocated a specific netropolitan re-
gion to each of the 12 clubs. Prospective players wishing to play
VFL football were required to play with that club to which they
were zoned. There was no discretion to go el sewhere. At the sane



time, club loyalty was held up as an inportant val ue. There was
consequently little novement of players between clubs.

Since there was no country zoning, there was frequent conpe-
tition between clubs for the top country players. The use of
lucrative signing-on fees and gifts such as notor cars was the
usual nethod by which players were recruited. Interstate recruit-
ing was not prevalent, although fromtime to time senior interstate
pl ayers were enticed to conme to Australia's premer |eague.

In the main, club revenues came from gate receipts and mem
berships, often as nuch as 90% of total incone. The other 10%
cane from club fund raising activities and donations. There was no
corporate sponsorship;, there was nminimal incone from TV rights and
no income from nerchandising. Cub admnistrative structures were
basic by today's standards, conprising one full-tinme secretary and
typist. Although clubs' financial bases were small (annual incones
varied between $70,000 and $I00,000), operating |losses were the ex-
ception and not the rule.

The period was also a golden age for match attendances. I'n
1962 the average weekly attendance for hone-and-away matches ex-
ceeded 151,000, a record not surpassed until 1981.7 It was also a

gol den age for the equality of playing strength between clubs.

Bet ween 1962 and 1968, nine different clubs participated in the
Gand Final; a narked contrast to the last 13 years when only six
clubs have played in the Gand Final. The 1960s were also a high
point for television coverage of the gane. For a tine in the md-
1960s all four Melbourne channels provided Saturday night replays
of the afternoon's matches. This saturation coverage has not been
r epeat ed.

The 1960s was therefore a time when the VFL's financial and
organi zational structure was unsophisticated, but stable; the
pl ayers subservient and |oyal; and public support high. Apart
from the VFL's purchase of narket gardens at Mil grave (an outer
eastern suburb of Melbourne) on which to construct its own stadium
the only changes that took place involved the relocation of clubs
(e.g. St. Kilda to Morabbin, Richnmond to MCG and North Ml bourne
to Coburg). The popularity of the gane, conbined with its finan-
cial stability and conpetitive bal ance negated the need for any
fundanment al change.
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The devel opnent of the VFL over this period mirrored the
econonic and political conditions of the tine. Prices were stable
(the inflation rate was 2% per annum) a conservative government
hel d power, and economic growth was high (4% per annum.

PHASE 2 1968-1972: DECLINE, AND CONSOLIDATION

In 1968 the nunber of home-and-away natches was increased
from eighteen to twenty. In spite of the extra rounds, Table Three
shows that total attendance for the year was still below that for
each of the previous six seasons. Wile the average weekly atten-
dance at hone-and-away matches for 1965 was 142,000, the 1968 sea-
son could only attract 121,000 per round.

Table Three: Muvenents in Average Hone and Away Attendance for VFL
Selected Years 1923 - 1984
]

Average Weekly Average Weekly
attendance at Mel bour ne Attendance as per-
home & away Nunber of Rounds Popul ati on centage of Mel-

Year mat ches Pl ayed (mllion) bourne popul ation
e
1923 80, 000 18 0. 870 9.1
1933 97, 000 18

1934 94, 000 18 1. 100 8.5
1940 76, 000 18

1945 86, 000 20

1947 108, 000 19 1.342 8.1
1951 116, 000 18

1954 131, 000 18

1957 141, 000 18

1961 146, 000 18 2.010 7.6
1962 151, 123 18

1965. 141, 698 18

1968 121, 130 20

1969 124, 339 20

1970 130, 172 22

1971 132,098 22 2.515 5.3
1972 133, 405 22

1973 128, 940 22

1974 125, 620 22

1975 126,171 22

1976 130, 141 22

1977 126, 045 22 2.740 4.6
1978 137, 496 22

1979 140, 770 22

1980 149, 096 22

1981 152, 456 22 2. 806 5.4
1982 148, 377 22

1983 146, 254 22

1984 134, 210 22

e
Source : VFL Annual Reports



The problem of declining attendances during the late 60s be-
cane a mmjor concern for the VFL hierarchy and provided the inpetus
for a nunber of changes to the game. In 1969 the VFL nodified the
rules in an attenpt to neke the game nore attractive to spectators.
Unpires were instructed to award free kicks against players who
ki cked the ball out of bounds on the full, a change which elim na-
ted some of the congestion that arose from frequent stoppages of
Pl ay. At the end of 1972 the VFL, believing that the game was still
often too congested and slow noving, decided to introduce the centre
square regulation which nmade it illegal for nore than four players
from each side to be in the square for each bounce of the ball.

The rules worked to the advantage of both spectator and skilled
pl ayer; pl ay becane faster, and less prone to interruption and
stoppages resulting from the devel opment of scrimmages and packs.

Not only was the VFL concerned about declining attendances,
there was also the concomtant probl em of revenue growh to be
consi der ed. I'n 1970 the nunber of hone and away ganes were in-
creased from20 to 22, and in 1972 a final five was introduced.
This involved a final series in which six matches were played as
agai nst four under the previous system Together with the attrac-
tion to fans of the VFL Park (Milgrave) Stadium first used in
1970, the increase in nmatches and gate receipts over the season
resolved the VFL's immedi ate cash flow problem Commerci al spon-
sorship also energed in 1968. WD. & HO WIIls donated $12, 000,
which was to be distributed anongst all the VFL finalists.

This period also saw a significant change to the VFL recruit-
ing rules. In 1969, country zoning regul ations were introduced.
These worked along the same lines as the netropolitan zones. As a
result every potential VFL footballer in Victoria and southern New
South Wl es becane tied to a particular VFL club.

As players becane nore tightly tied to clubs than ever be-
fore, they also becane increasingly discontented. During the pre-
season period of 1970, Thonmpson and Tuddenham two experienced
Col I'i ngwood pl ayers, threatened a wal kout unless the club was pre-
pared to contract them for three years at $6,000 p.a. and $8, 000
p.a. respectively (i.e. $272 and $364 per mmtch). The going rate
was approxi mately $600 p.a. At about the same time five senior
Essendon players refused to play in the initial hone and away natch
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as a protest against the |evel of match payments. The VFL realised
that unless it reconsidered its player paynent schedule, it m ght
face a serious industrial relations problem Two concessions were
made, the first was to introduce a nore attractive player paynent
schedul e, which provided for additional pay for experienced play-
ers, the second was to allow players with at |east seven years ex-
perience to enter into contracts with their clubs. Tabl e Two shows
that, subsequent to this show of militancy; players were able to
extract substantial increases in nmatch paynents. Pl ayers had sone
justification in pressing for increased match paynments. \\ereas
the standard senior match payment in 1965 represented 61% of the
average mnimum adult wage rate, it had, by the end of 1968 fallen
to 51%  The subsequent trade union consciousness that took hold of
many players had inportant inplications for future VFL central
office player relations as three years later a Players Association
was forned.

Al though not a time of severe financial instability or drana-
tic structural change, the period 1968-72 was one of critical re-
assessnent and the VFL was worried about the drop in attendances.

It was decided that nodifications to the rules of the gane were
necessary to retain public support, and to ensure that the gane was
attractive for television viewers. The VFL also felt it necessary
to obtain greater control over ground managenent. The establish-
ment of VFL Park satisfied this objective. In addition, the signs
of a growing professionalism with respect to administrative and
financial structures, and player attitudes were becom ng evident.

PHASE 3 1972-4: ‘THE TAKE-OFF

1972 signified the break with old traditions, a break best
synbol i sed by the sale of Harrison House, the VFL's long-tine head-
quarters in Spring Street, and the subsequent nove to a building in
Jolimont Pl ace. It was also the beginning of w der social and eco-
nom ¢ change. The first Federal Labour governnent for twenty-three
years was el ected and world oil prices began their upward spiral.

Ironically the nost dramatic change, or break with tradition,
resulted from the actions of one of the league's hitherto |east
prom nent cl ubs. North Mel bourne had a history of failure. In the
twel ve years between 1961 and 1972, the highest position it could
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obtain was seventh, and it finished in last position four tinmes.
In the early 1970s a nunber of ex-players and senior officials
agreed that the club would succeed only if it had an outstanding
coach, a sound adnministration, talented players and a lot of cash
(i.e. an expanded wage fund). Alan Aylett becane President; a
social club was established; the Club was re-organised;, and a
full-tinme marketing manager was enployed. Barry Cheatley, an ex-
player with the Cub and insurance broker was given the job of
generating cash from non-traditional sources. This involved
setting up a social club and business ventures such as a disco-
theque, travel agency and a finance conpany. Wth the resulting
increased cash flow they were able to do three things essential to
their future success. First, the Cub enployed Ron Barassi as a
full-time Coach for the 1973 season. (Barassi had a record of
success wWith Carlton.) Second, the Cub took advantage of the
new y-introduced ten-year rule in late 1972. This rule allowed
players with ten years' service to change to any other club without
a clearance and, although the rule lasted only eighteen nonths,
North Mel bourne was able to attract three of the npbst successful
senior players in the VFL, Davis from Essendon, Rantall from South
Mel bourne and Wade from Geel ong, Finally through selective re-
cruiting from the Victorian Football Association and interstate,
they obtained the services of Schimrel busch, Geig, Cable, Burns and
Blight. These initiatives gave the Club second place in 1974 and a
premiership in 1975.

QG her clubs were quick to see what might happen if a profes-
sional admnistration could raise funds for the purchase of the
right coaches and players, and attenpted to replicate the North
Mel bourne formula for success. This, however, created a deal of
instability. First, the cost structure of the |eague altered
dranmatically in response to the North Ml bourne O ub's successful
tappi ng of new sources of funds. To conpete with North's spending
power, other clubs were forced to either broaden their income base
or borrow funds. The effect was to increase both the player wage
fund and pl ayer expectations. Second, clubs recognised the inme-
diate benefits to the team that might flow frominterstate recruit-
ing. Third, not only did local star players use their bargaining
power to exploit the expansion in the club's wage fund but were
also careful to maintain their earnings in relation to interstate
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recruits. When clubs failed to respond they were often threatened
with a refusal to play or a demand to be transferred to another

cl ub. In the latter instance, inpending legal action was often in-
cluded in the demand.. The result was a wage-cost explosion from
whi ch the VFL never recovered.

PHASE 4 1974-9: INFLATION, AND INSTABILITY

1974 was the beginning of a prolonged inflationary period
that was one of the worst in Australia' s economc history. Consu-
ner prices increased by 14% during the 1973/4 financial year,
reaching a peak of 17% in the followi ng twelve-nonth period, and
continued to increase at an annual rate in excess of 10% until 1979.
In contrast, during the six-year period prior to 1973, the annual
inflation rate rarely exceeded 4% \age levels exhibited a sinilar
movenent, the growh of average weekly earnings peaked at 22% in
1974/5, falling only slightly (to 16% in the follow ng year.

Tabl e Four: Mvenents in VFL dub Turnover and Sel ected Itens of
Expendi ture ($000)

1965 1968 1972 1974 1978 1980 1983

Avg. annual club turnover 74 93 158 256 684 940 2200
Avg. annual club players

wages bill 13 24 39 89 269 477 980
Avg. annual players wage

bill per player* 0.28 0.58 0. 87 1.97 5.98 10. 60 21.77
Wage bill as % of average

annual worker earnings 10 15 18 30 52 75 113
Exp. on recruiting and

transfers 3.0 5.0 13.0 25.0 58.0 105.0 cl 80
Avg. club admns. staff

wages bill 5.0 8.0 16.0 29.0 31.0 112.0 €280

Note: * assume senior list of 45 players
Source: Constituent clubs, Annual Reports.

These econony-wide trends were reflected in the financial
affairs of the VFL (see Table Four for details of the novenents in
average club turnover, wage bills and adm nistrative costs). Be-
tween 1973 and 1978 admission prices increased from $1 to $2.50,
an average annual increase of 20%  Average club turnover increased
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from $256,000 in 1974 to $684,000 in 1978, equal to an average
annual growth rate of 26% However the nost striking trend was the

grow h in player paynents. In 1974 the average annual club wage
bill was $89,000. By 1978 it had increased to $269,000. Over the
sane period the average wage bill per player increased from $1970

to $5980. This constituted an average annual increase of 32%

Pl ayer payments were becom ng an increasing burden on clubs (see
Table Five). Taking North Mel bourne as an exanple, the proportion
of total expenditure accounted for by player payments increased
from27%in 1972 to 41%in 1978 and 48%in 1979. The rapid growh
of player paynents was, in part, a reflection of players beconing
nmore aware of both their individual and collective bargaining
strengths. They realised that the VFL's rules covering transfers
were vulnerable if challenged in court. However, the nore inport-
ant factor was the propensity of clubs to use a growing wage fund
to attract star players from other clubs.

Tabl e Five: Paynents to Players as a Percentage of Total
I'ncone, Selected O ubs

Caub 1968 1974 1980 1983

% % % %

Carlton 22 36 48 n. a.
Essendon 28 33 48 48
Fitzroy 26 29 58 51
North Mel bourne 29 33 46 44
Ri chnond 20 40 51 n. a.

Source:  Constituent C ubs Annual Reports

During this period a conbination of the uneven financial
strength of clubs and escalating costs caused several clubs to
suffer financial hardship. In 1978 operating |osses were incurred
by Richnond ($25,000), Melbourne ($30,000), St Kilda ($100, 000)
South Mel bourne ($111,000) and Fitzroy ($120,000). The poorer
clubs, while not able to generate income at the sane rate as the
nore powerful clubs, would neverthel ess conpete against these clubs
for the services of star players. The bidding for players further
increased their market value and the cost to clubs.
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Over this period clubs were successful in further |essening
their dependence on revenue from gate receipts and nenbership fees.
Whereas for the Essendon Club these two itens accounted for 80% of
total revenue in 1972, they contributed only 58% in 1979. Al clubs
were beginning to exploit other income sources and by doing so
radically restructured their financial base. It was also a tine
when clubs believed they could raise extra cash by setting up their
own busi nesses, following the North Ml bourne nove. However, the
Carlton experience, which involved the establishnent of a nunber of
busi ness ventures, which incurred |osses, showed that fiscal fin-
gers could be burnt.

1976 saw the energence of |arge-scale corporate sponsorship.
Phillip Mrris (Mrlboro) took over from WIls as the sponsor of
the final series, providing $150, 000. Over the next three years
clubs began to attract corporate sponsors who would contribute up
to $100,000 a year to the club's finances in return for free
advertising around the ground and on players' uniforns.

The VFL Properties Division, l|later to become part of VFL
Marketing, was also established in 1976. The role of Properties
Division was to obtain royalties from conpanies in exchange for VFL
endorserment of their products, and use of the VFL |ogo. I't quickly
becane a nmillion-dollar enterprise.

Tel evi sion devel oped a close relationship with VFL during
this period. At the end of 1976 (the year in which colour televi-
sion was introduced in Australia), the VFL entered a five-year
agreenent with ABC and HSV giving them the replay rights for hone-
and-away ganes for approximately $3 nmillion or $600,000 a year;
conpared with $200,000 for each of the previous five years. In
1977, the VFL received another $200,000 from HSV for the revanped
night series at VFL Park - called the Anco Cup after the major
sponsor. In 1977 the Grand Final was televised live for the first
tine. The VFL received another $100,000 for that and, since the
match was drawn for the first time in VFL history, for the replay
as well. Inall, in 1977 the VFL received close to $1 mllion for
the broadcast rights of its games, a substantial armount when it is
considered that the annual club turnover at this tine was about
$700, 000 (although, when distributed twelve ways, it provides only
$80, 000 to each club).
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By 1979, the paradoxical stage had been reached that, although
club revenue had grown faster than any tinme over the past two de-
cades (annual incones for clubs were approaching $900,000), an in-
creasing nunmber of clubs were running a deficit.

PHASE 5 1979-1982: BUREAUCRATIC AND COMMERCIAL ENTRENCHMENT

The nexus between business and football reached its peak
during this period. Gounds had become covered in advertising
hoardi ngs, |ogos and nanes of corporate sponsors began to appear on
pl ayers uniforms, and sophisticated electronic technology, in the
form of giant video screens were introduced to the mjor stadiuns.
At the club level, a nunmber of well known businessmen were el ected
to senior commttee positions (usually as president) in the belief
that their corporate success would be translated into prem erships.
The organisational structure of clubs replicated that of the pri-
vate business firm A full time staff of 15-20 included an execu-
tive director, marketing nanager, finance manager, football manager
and pronotion and devel opnment nmanager. VFL Marketing had under-
taken a number of successful product |icencing arrangenents with
| arge corporations and the funds obtained from corporate sponsors
had reached record |evels. Tel evi si on audi ences for both Saturday
replays and night games were high, and VFL Park had becone the nost
popul ar venue for home-and-away ganes.

The VFL believed that the benefits of a close relationship
between itself and the corporate world were confirmed by the in-
crease in attendances (see Table Three), and the VFL hierarchy were
confident that sound financial managenent and marketing principles
could be applied just as effectively in sport as they could in any
ot her industry or narket. Football was now a 'sports business'.

While the chanpions of free enterprise were gaining control
of football, it did not prevent them from agreeing to further re-
strict the activities of players. In 1979, amid a VFL Players
Association threat of strike action if their submssions on player
paynment schedul es were ignored, regulations were introduced which
effectively created nmaxi mum incone |evels for players (commonly
known as rule 11). Being difficult to enforce (largely because club
officials chose to ignore it) it was dropped at the end of the 1981
season. Al though rule 11 was introduced as a mechanism for curbing
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the growth of club wage bills, it did not prevent player paynments
increasing at a rate substantially higher than the general |evel of

wages (see Table Two). The 1981 average annual football earnings
of players ($12,000) was 80% of average annual earnings in the
wi der econony. In contrast, the average annual football earnings

of $6,000 in 1978 was only 52% of average annual earnings. A num
ber of players earned in excess of $30,000 a year.

The VFL concern for regulation was also evident when, in
1982, an interstate draft was introduced in an attenpt to control
interstate recruiting and transfer fees. At the same time players
were nore prone than ever before to switch clubs in search of a
secure place in the senior team or a nore attractive match paynent.
This decline in club loyalty by players was mirrored in the |ack of
pl ayer loyalty shown by club officials, who were quick to discard
pl ayers, even if they had shown loyalty to the club, who had | ost
sonme skill or speed, or who no longer fitted into the team profile.
Large-scale interstate recruiting also continued. South and Western
Australian club officials were increasingly concerned over the
drain of talent to Victoria.

The play patterns of the game al so changed over this period,
but not in the risk averse or conservative way that one may have
associated with the stereotype business inmage. One night have
expected the game to beconme less attractive as coaches and players,
to ensure their places in the club/team adopted all the defensive
neasures necessary to avoid |osing. In fact, in many respects the
gane becane nore attractive. For exanple it became free-flow ng
and nore creative as the result of the emergence of offensive hand-
ball, the wide receiver, and lateral and back passing. Pl ayers'
skills also inproved as a result of greater training conmtment, a
direct consequence of the available financial rewards. By 1980
nearly all players could kick and handpass with either foot; in
the 1960s this was unheard of. Pl ayers were as fast as their pre-
decessors, but now stronger and fitter. Footbal |l had becone a
craft, a career.

Toward the end of this period the VFL drive for expansion was
neeting sone resistance from both government and the public. For
exanple, the previous Liberal Government allowed a few pilot Sunday
games at the MCG during 1981, but in Cctober of that year voted
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against all future Sunday football, in spite of a conmissioned re-
port which was only mildly critical of the idea.® In addition, in
1982, the present Labor Governnent, and M. Tresize (Mnister of
Sport) queried the wi sdom of the Grand Final being shifted to VFL
Park and refused to provide funds for the upgrading of transport
services around the stadium The State Governnent argued that it
was not prepared to stand by and see the VFL disregard the public
interest in its drive to increase its power and profits. Wile the
VFL clained that the nove to Sunday football and a VFL Park grand
final was in response togpublic demand, the nore likely notive was
to increase VFL revenues.

The decision to relocate South Mel bourne in Sydney and renane
the club Sydney Swans was resisted by South Mel bourne O ub menbers,
who felt that the club would be better able to survive in Ml bourne.
The VFL Board rejected the nenbers conplaints, and argued that the
nove to Sydney woul d generate additional incone for the club as
well as attract home crowds of at |east 20,000 a gamne. The Sydney
nmarket proved to be significantly less attractive than first
t hought . For the 1982 season the average honme crowd was |ess than
15, 000.

Al though this period was for the econony as a whole, a time
of severe unenpl oyment and reduced living standards, it did not
prevent fans from attending games. It appeared that in spite of
public criticism about the direction the game was taking, commer-
cialised football was in the short term at |east, good for business.

PHASE 6: THE STRUCTURAL AND LEGAL CRISES

By 1983 annual club incormes had passed the $2 million nark,
and club player wage funds were approaching $1 mllion. However ,
this rapid gromh in club turnover was once again exerting pressure
on the budgets of the poorer clubs. St Kilda and Sydney Swans were
both finding it difficult to continue to trade profitably. In par-
ticular the Sydney Swans found the costs of relocation higher than
prior central office estimates. Their financial problens were in-
creased as a result of poor playing performances and subsequent
fall in attendances. The club was financially dependent upon its
share of television rights for its home ganes, and corporate spon-
sorshi p. By the end of 1983 four other clubs were in financial
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troubl e; Col I i ngwood, Footscray, Fitzroy and Geelong were all fac-
ing a working capital problem Bal ance sheets indicated that
current assets were significantly below the level of current Iiabi-
lities. They were technically bankrupt. !

However, the recurring inability of clubs to balance budgets
was overshadowed by the decision handed down in April 1983 by M.
Justice Crockett of the Victorian Suprenme Court in the "Foschini
Case". Silvio Foschini, a South Ml bourne/Swans player who did not
wish to live and play in Sydney, had a clearance application to the
St Kilda club refused. He took legal action, clainmng restraint of
trade. Unl i ke previous cases, which were always settled out of
court, the Sydney Swans, who believed that St Kilda, by illegally
approachi ng players had undermined the stability of the club, re-
fused to negotiate. Crockett judged that the VFL's zoning, clear-
ance, transfer and poaching rules were illegal, and constituted an
unreasonabl e restraint of trade on professional footballers. The
VFL was subsequently forced to limt its restrictions on player
noverment between clubs. Al though the zoning regulations were re-
tained, players were able to become free agents upon expiration of
their enploynent contracts wth clubs. The result was a further
escal ation of club operating costs as club officials conpeted for
untied players.

At the same time the VFL Central office hired the managenent
consultants, MKinsey and Co., to investigate the structure of the
VFL and its decision naking procedures. The McKinsey report con-
cluded that the VFL'S decision making structures were inadequate,
and that the scale of the game was naking it difficult for Melbourne
to support twelve teans. As a result the VFL set up a task force
to investigate in detail the current state of VFL football and to
recommrend on structural changes (such as ground sharing club re-
| ocation and decision neking) which mght be required.

By 1984 a nunber of club officials were expressing concern
that the traditional structure and operation of the VFL was in-
appropriate for a game with its financial superstructure and scale
of professionalism Increasingly the solution to the VFL's inter-
nal problems was seen as first, a governing board or Conm ssion
whi ch was independent of club interest; 1 second a rationalisation
of venues for ganes; and third the gradual novenent to a national
| eague.
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The uncertainty and instability that surrounded the VFL
throughout this period was mirrored in the behaviour of fans. Not
only were they publically critical of VFL managenent, they increas-
ingly did not attend matches. In 1981 the average weekly crowd
size at home and away matches was 151, 000. By 1983 it had fallen
to 146,000 and by 1984 it had fallen to 134, 000.

The market for the VFL product was once again in decline.
Wile, on one hand, the nodernists were wanting to nove football
into expansion and a commercialised era, the traditionalists were
increasingly distancing thenselves from the ganme, and blaning the
central office adm nistration for renmoving the game fromits tradi-
tional source of support, the suburban, working-class famly.

At the end of the 1984 season the VFL was in disaray. Bot h
the State governnent and the print nedia had little confidence in
the capacity of the VFL hierarchy to act in the interests of the
footbal | public; fans felt alienated from the VFL's decision nmak-
ing processes; Central Ofice staff and club officials could not
agree on the direction the game should take, and six clubs were
technically bankrupt.

This is not to say that all of the problens that energed over
this period were avoidable. Many of the issues and problens that
faced VFL were not just a reflection of inconpetent nanagenent,
self-interested players or the increasing involvenent of the elec-
tronic nedia and business nmobguls in the running of the VFL's af-
fairs, rather, they were synptoms of first, the transition from the
world of parochial amateurism to a broad-based, professional com
petition, and second, the internal contradictions of the conpeti-
tion itself.

Recent devel opnents would indicate that the football-business
nexus is still not conplete. In the same way that business believe
that external support is often necessary to mamintain the viability
of an industry (e.g. governnent assistance to the motor vehicle
industry) the VFL considers that external support from the corpor-
ate sector nmmy be necessary to maintain the viability of the foot-
ball industry. There is a growi ng belief that the VFL should
enbrace the USA sports nodel and convert the clubs into franchises
which can be sold to business firns and private entrepreneurs. The
total commodification of the gane would then be realised. 14
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CONCLUSION

Wiile the comrercialisation of the VFL has created a scale of
operation which allows nany players to earn a nmajor part of their
total income fromthe game, it has neither assured clubs a profit-
able level of trading nor provided the |eague itself with conpeti-
tive balance. The conpetition is still dom nated by a few clubs,
and the viability of the remmining clubs continues to be threatened.

Viability is a function of tw factors, first the closeness
of the conpetition both within and between seasons (since an even
conpetition will make the ganme attractive for spectators, and allow
all clubs to benefit from any increase in revenues) and second the
cost structure of the |eague (since stable costs will make it easier
for weaker clubs to trade profitably). The worst situation the
| eague could face is a persistently uneven conpetition coupled with
continually rising player paynents and club administration costs.'
In other words, if an increasing scale of operations (e.g. club
operating costs increase) is conbined with unequal club playing and
financial strengths (e.g. clubs capacity to pay varies) the condi-
tions are created for chronic instability.

The | eague can therefore aimto ensure a viable conpetition
by taking one or nore of the follow ng courses of action:

a) Redistribute playing talent from the stronger to the weaker
clubs in-order to achieve playing equality.

b) Mnimse the growmh in club costs and regul ate player nove-
ments through the use of player payment controls and transfer
and zoning regul ations.

c) Redistribute League revenues in order to equalise the
financial strength of clubs.

Li ke nost professional team sports leagues in the USA the
VFL has opted for the second approach. There is little evidence
however to show that it has been successful. The alternative
solutions therefore deserve careful consideration.

The revenue sharing solution provides a financial safety net
of sorts, but is not usually sufficient to produce equitable
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financi al bases for clubs. Vari abl e managenent skills and admnis-
trative structures wll produce variable financial outcones, parti-
cularly with respect to non-football income sources.

The player redistribution solution is nore radical and just
as interventionist. It requires a conprehensive draft schene
whereby the worst perforned teams have the choice of the best per-
fornmed players who are not contracted to clubs. This schene
however will fail if poor clubs trade their best recruits to other
clubs in order to bal ance budgets.

No single scheme by itself will be able to ensure long run
| eague viability. Recent Anerican evidence tends to indicate that
a conbination of revenue sharing and player drafting may best be
able to ensure some senblance of parity.

The npst destructive conbination is likely to be a reduction
in revenue sharing arrangenents and the retention of the player
zoning and permt system Such an arrangenment woul d put the poor
clubs at such a financial disadvantage that their only neans of
survival would be to trade their best player to the wealthiest
clubs. The result would be the perpetuation of a two tier struc-
ture; the poor and unsuccessful, and the wealthy and pennant

W nners. In the long run, not only would the lowy clubs struggle
to survive but the |eague as a whole would be threatened. Funda-
nentally many fans will only watch natches if they are likely to be

"cl ose encounters? The less playing equality between clubs the
| ess support the league is likely to have.

The VFL possesses a nunber of strengths. It is an inherently
attractive, free flow ng, spectacular gane; it has a strong sup-
porter base (that is a high degree of consuner acceptance) and is
able to generate substantial revenue, nuch of which can be invested
in junior football devel opnents. It has also profitably utilised
the new technol ogy such as network television, outdoor video
screens, and advanced fl oodlighting. On the other hand, it has

sonme fundanental weaknesses. It is the major winter sport only in
the southern states; it is not an international sport; nmany of
its permt rules are not l|legally enforceable; its grounds are not

used efficiently; the conpetition is dom nated by a few clubs
while other clubs are close to insolvency; and its decision making
structure has acted against the devel opnent of broad-based |ong-term
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policy changes which might benefit the |eague in preference to
particular teams. Unless a number of these weaknesses are elinn-
ated they are likely to create the conditions by which the |eague's
strengths are underm ned. If the football fans decide that the
Australian Football product is over-priced, of poor quality (e.g.
the gane outcone is highly predictable), and poorly packaged (e.g.
venues are poorly serviced), then they will direct their preferences
el sewhere. Unl ess the VFL can give fans the product they want at a
price they can afford then the future growh of the game is under
threat.

NOTES:

1. Ratings are neasured as the proportion of all television house-
holds that are tuned to a particular program Ratings figures
were taken from McNair Anderson, Television Audience Survey
1980- 1983.

2. The League's decision neking structures were altered in Novem
ber 1984 when the Board of Directors was conplenented by a
Board of Conmi ssioners who were to be independent of individual
club interests.

3. For a detailed evaluation of factors affecting gane quality,
see H Demmert, The Econonics of Professional Team Sports (Lexington

Books, 1973), 10-15.

4. This proposition has been tested and supported by P.J. Sloane,
' The Labour Market in Professional Football', British Journal of
Industrial Relations (1969) and B. Dabscheck, 'The \age Deternina-
tion Process for Sportsmen', Economic Record (1975).

5. In the VFL the narket |eaders have been Carlton, Collingwood,
Ri chnond and Hawt hor n.

6. The Coulter Law was introduced in 1930 in an attenpt to stand-:
ardi se match payments. The regulation paynment was initially
set at £3 ($6) and subsequently adjusted in response to average
weekly earnings and the cost of living. The |law was maintained
until 1969 with varying degrees of success.
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10.

11.

12,

13.

14.

15.

16.

Yet, although 1981 was a record year for total attendance, the
percentage of the Mel bourne popul ation which attended was well
bel ow the |evels achieved during the 1920s, 1930s and 1940s.

The Dept. of Community Welfare Services report on The Conmunity
Effects of VFL Sunday Football (1981) described some of the dele-
terious effects (traffic delays for non-football notorists,
congestion disrupting local residents, loss of use of |ocal
parks), but did not view them as sufficiently severe to
warrant prohibition on Sunday ganes.

As it turned out, two trial Sunday finals games played during
Septenber 1984 did not attract nmany nore fans than nornal
Saturday finals.

The Victorian State CGovernment subsequently sought a guarantee
fromthe VFL that it would underwite total club debts up to
$6 million.

I'n Novenber 1984, the Task Force recomended to the VFL that
the Board of Directors be replaced by an independent Board of
Conmi ssi oners.

Al though the VFL did not agree to the devel opment of a nation-
al league in 1985, it is likely that a national |eague, co-
ordinated through the VFL, wll be introduced in 1987.

For a useful summary of the nmjor concerns that the public had
about VFL operations see G Hutchinson, 'Football Finis?,
National Tines Septenber 21, 1984.

Clubs are already privately owned in the Sydney Rugby League
(Canberra) and the National Basketball League (Sydney and
CGeel ong) .

See, for example, B. Dabscheck, 'Sporting Labour Markets and
the Courts', Sporting Traditions (forthcom ng).

See E. Lock & M Gratz, 'The National Football League Pl ayer
Draft - Does it Equalise Team Strengths?', Journal of Sport and
Soci al |ssues 7, (1983).
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