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80,000 CORPORATE PATRONS?? – WRONG!! Some calculations derived from SAP Australian Grand Prix attendance count 1997-2003

The Australian Grand Prix Corporation (AGPC) claimed, in its Annual Report for 1997, at page 4:

"Corporate hospitality sales for 1997 were significantly above those of 1996 and the Corporation believes that there is no other event in the world which attracts approximately 80,000 corporate hospitality patrons." 

It repeated this at page 4 in 1998:
"Corporate hospitality sales remained strong and once again attracted approximately 80,000 patrons to the event over the four days. This ... level of corporate patronage remains one of the highest in the world." 

And ‘The Age’ reported on 27 February 2003, that:

"The chief executive of the Grand Prix Corporation, Steve Wright, says 80,000 corporate guests would be entertained ... making it the biggest corporate gathering anywhere in Australia this year." 

THE BASIS OF THE CLAIM

Audited sales revenue has come in annually at between $35m and $40m. Grandstand seat sales work out (seats X prices) at $12m to $13m. General admission plus merchandise is about $6m to $8m. So that leaves $18m to $22m of corporate revenue.  The Age (20/2/99) referred to "$20 million if all corporate tickets [were] sold [in 1999]" and the AGPC claimed, (Report, 2000, page 16) "corporate revenue [in 2000] once again exceeded $20 million". If firms paid "an average of $1,000 a head” (Age, 20/2/99) (1) there must have been about 20,000 tickets sold.  These are four-day packages, and the host firms usually invite guests for one day. So, 4 X 20,000 = 80,000. 

But there are at least four ways of proving - from other official information - that this is blatantly and absurdly wrong.

PROOF ONE

The AGPC’s consultant, National Institute of Economic and Industry Research (NIEIR), reported on the economic impact of the event in 2000(3) says there was "one additional unique visitor [patron] per corporate (four day) ticket sold." So 20,000 tickets sold means 2 X 20,000 = 40,000 corporate patrons.

NIEIR also says "the average reported attendance for corporate visitors was approximately 2 days."  Which appears to mean that corporate attendances (person days) came to 80,000 (2 X 40,000). But NIEIR says in the next sentence that this rate of attendance "is considerably less than the attendance the ticket allows." How so? If two people each use a four-day ticket for two days it is exhausted. NIEIR must have meant that the average attendance on each corporate ticket was two days. Therefore corporate attendances on 20,000 tickets are also 2 X 20,000 = 40,000.

PROOF TWO

We announced in Newsletter 106 (May 2003) that we had solved simultaneous equations constructed from data in the NIEIR Report to get the ratio of the three sorts of patrons. Roughly, it is corporate 25%: stands 35%; general admission 40%.

So, if there were 80,000 corporate patrons (25%) the total patronage (100%) would be 320,000. Whereas NIEIR put it at 158,448. (Which fits - given AGPC/ NIEIR claimed attendance rates etc - to the AGPC attendance claim of 359,803 in 2000.)

PROOF THREE

If 25% of patrons were 80,000, the number of stands patrons - 35% - would be 112,000. In which case - according to NIEIR information re sharing of some stand tickets - there must have been 98,000 tickets. And as each ticket reserves a seat, that means 98,000 grandstand seats. But there were only 34,000 grandstand seats in 2000! (And only 45,000 in 1996! And 30,000 in 2003! Down to 23,437 in 2008! )

PROOF FOUR

The sale of 98,000 stand tickets would have brought in, at the average price of a stand ticket in 2000 ($372) some $36.5m! That is - stand seat sales would have accounted for 97% of total audited sales revenue! Leaving 3% - $1.2m - to cover corporate and general admission revenue!

THE FACTS

Actually there were only about 27,000 corporate patrons in 2000 - and the numbers in previous years were similar.

We announced this in Newsletter 106. We worked it out by assuming nearly all grandstand seats were sold and using the known number of those seats as our benchmark. This gave us (allowing for ticket-sharing) about 38,000 stands patrons. (4) And if they were 35% of the total patronage then the corporate 25% had to be about 27,000. We also announced that this result - determined entirely from official information - agreed closely with the patronage levels indicated by the SAP counts of attendances.

BUT HOW DID NIEIR'S 40,000 GET REDUCED TO 27,000?

Some 20,000 corporate tickets have indeed been sold each year for some $20m. And the 13,500 of them that are used do indeed account for an average of two patrons each and two days of attendance (one day by each patron). However, the other 6,500 remain unused - contrary to NIEIR's assumption that all tickets sold are used. Given the apparent extent of discounting (1)(2), such over purchasing is not surprising. And the extra space in under filled boxes is probably appreciated. 

DOES THIS MATTER?

If there were 20,000 places and the tickets were all sold, does it matter if they were all either un-used or under-used? 

Yes. The non-use of one third of the tickets reduces estimates of numbers of big-spending visitors - and thus economic impact estimates. 

Furthermore, the false 80,000 claim has been used, repeatedly, over many years, at the highest level, to imply that the Grand Prix is extraordinarily successful. And never been challenged. 

BRINGING IT UP TO DATE IN 2009: 

Last year only 13,714 corporate places were constructed and in 2009, the official circuit map and evidence on the ground shows many corporate boxes have disappeared.  The poor corporate support last year, prior to the full effect of the global financial crisis, shows this event to be the orphan in Melbourne’s major events calendar.  It is time for the Victorian Government to be honest with Victorians and tell the truth.  The Victorian Auditor-General has already spelt out the way ahead: give the event the same economic scrutiny the other major government programs receive and then please let us know the truth - in the public interest!
(1) An average price of $1000 - rising perhaps to $1250 by 2003 with a fall in tickets sold - is very low. Corporate packages ran from $700 to $2500 in 1996 and from $912 to $3370 in 2003, and the average listed price has moved from about $1450 to $2000. There must be heavy discounting.

(2) Indeed, if one relates corporate revenue to the number of tickets actually used, one gets an average price in 2000 of $1480 - which is right in line with the average list price.

(3) National Institute of Economic and Industry Research (NIEIR) 2000 Qantas Australian Grand Prix, ABN 72 006 234 626, July 2000. All references are to pages 18 and 19.

(4) Compare AGPC Report, 1997 (the bad year) page 4: "Grandstand sales exceeded 30,000 ...” 

