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M  E  D  I  A     R  E  L  E  A  S  E

Monday 5.3.01

GRAND PRIX A LOSER

NEW STUDY CASTS DOUBT ON GOVERNMENT FIGURES

EVENT TO LOSE VICTORIA $231 MILLION BY 2010

The latest research on the economic impact of the F1 Grand Prix has found that the 2000 race cost Victorian taxpayers over $16 million, and it may have earned the Victorian economy just under $8 million in additional net wealth.  This implies a net loss in economic benefit to Victorians from the 2000 Grand Prix of around $8 million – and it reverses the government's assertion that the race is an economic winner.  In other words a comprehensive cost-benefit analysis indicates that the event is an economic loser for Victorians.

Grand Prixtensions 2000, prepared by Economists@Large and Associates, dismisses the Government’s annual operating loss figure of $3.99 million for the 2000 event as misleading – because the methodology underlying it is incomplete.

Based on the benchmark situation of the Australian Grand Prix Corporation operating as a business that is required to cover all public sector operating costs and depreciation as well as providing a commercial rate of return on capital, Economists@Large & Associates estimates that these three non-operating costs cause the 2000 GP’s loss to increase from $3.99 million to over $16 million.

“By the end of the 2010 contract the F1 Grand Prix is expected to accumulate losses of around $231 million,” concludes Economists@Large & Associates.

Grand Prixtensions 2000 has drawn on the tourism cost-benefit analysis research of Professors Peter Forsyth of Monash University and Larry Dwyer of the University of Western Sydney, to question the $130.7 million gross benefits claimed by the Government.  The report argues that this figure should be treated as a measure of gross impact on economic activity only, i.e. as visitor revenues before the subtraction of labour and capital costs.
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“Estimates show that for every $1 spent on tourism by a tourist only 5 cents is available to provide a net benefit or net surplus.  That is, each $1 of gross benefit requires 95 cents to be spent to purchase labour and capital from other sectors of the economy leaving only 5 cents as a net gain in Australian wealth,” argues Economists@Large & Associates using the published and peer-reviewed work of Forsyth and Dwyer. 

Thus Economists@Large & Associates concludes that the 2000 F1 GP may have earned only $7.6 million in net wealth, and that the event causes Victorians to be actually poorer when the analysis is conducted in a proper cost-benefit framework.

This is a conservative finding, as the estimated $130.7 gross impact remains questionable, notably the inclusion of savings spent by Victorian residents on the GP.

The Government’s 2000 report notes that if the net outflows from the GP Corporation’s operations were $3.5 million, “in the absence of offsetting effects, there would little to be gained from Victoria hosting the event.”  In the light of the latest findings it is unacceptable that the licence fees remain secret and their impact on the race’s viability has to be taken on trust.

“The licence fees need to be disclosed,” said Economists@Large & Associates, who note the lack of any compensating Australian-owned international television broadcast rights which are a major source of export revenues for other major events.

“The methodology underlying the figures the Government quotes is not peer reviewed,” said Save Albert Park Park’s spokesman Ross Ulman.  “It is not peer reviewed, and given the research by Economists@Large & Associates incorporating the work of Professors Forsyth and Dwyer, it is crystal clear that reputable mainstream economists question it.”

On 16.8.00 Premier Bracks announced that the Government's Major Events Strategy would include “the development of standard methodology to estimate the economic impact of events”.  But to Save Albert Park’s knowledge, in the more than 6 months since then nothing has happened.

“The Bracks Government must act on its commitment to develop a standard methodology to assess the value of major events to Victorians, and commission Treasury or the Auditor-General to undertake this task in consultation with specialists in tourism economics,” Dr Ulman said.

Further information:

Francis Grey, Economists@Large & Associates: telephone 0414 906-826

Dr Ross Ulman: telephone 0419 105-624, 9509-3593
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‘MOTOR RACING IN ALBERT PARK IS WRONG, WRONG, WRONG.  SO MOVE IT!’
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