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                 MEDIA RELEASE

Eleven years late.......

Victorians get a proper economic evaluation of the Grand Prix 

  Save Albert Park president, Peter Goad, said today,” it is a sad commentary on the honesty and accountability of our state governments that we have had to wait 11 years for a proper cost-benefit analysis of the Formula 1 Grand Prix event.  Over the years, governments have had ample warning that they could not rely on economic impact assessments to justify the mounting costs of staging this event.”    

    On Wednesday May 23, the Victorian Auditor General presented a report to Parliament, ‘State Investment in Major Events’, which included a full cost-benefit analysis of the 2005 Formula 1 Grand Prix.  The report, based on studies by a group of leading economists, stated: 

  ‘.....according to the study’s best estimate, costs exceeded benefits by $6.7 million.’

   This was the Auditor General’s bottom line: the operating loss on the event, reported as $13.5 million, was not outweighed by the profits from the spending by interstate and overseas visitors. Instead we are poorer by $6.7 million. That’s money down the drain. We have nothing to show for it, certainly no evidence of the promised increase in tourism,

    The 2005 Grand Prix was chosen for the study because this event had already been subjected to a State government-commissioned economic impact evaluation by the National Institute of Economic and Industry Research, (NIEIR) headed by Dr Peter Brain, and some of the information from that study was used in the cost benefit analysis.

   The NIEIR study reported that the 2005 Grand Prix produced ’a gross benefit’ of $174.8 million. This figure was NIEIR’s estimate of the economic impact of the event, meaning, in general terms, the increased turnover experienced by the hospitality and entertainment businesses as a result of spending by interstate and overseas visitors.  

    Economic impact and net benefit are very different things. NIEIR’s ‘gross benefit’ was basically an estimate of extra turnover.  Net benefit is what’s left after deducting the costs of producing the extra turnover (ie., the costs of staging the race and the costs of providing services to visitors) plus any social benefits which can be identified. 

 The Auditor General recalculated the economic impact and concluded that it was $62.4 million (far less than NIEIR’s estimate of $174.8 million). This impact, after deduction of costs, translated to a net real benefit from visitor spending of $10.7 million.

    Revenue from the event (ticket sales plus sponsorships) was $52.4 million and the total cost of staging the event was $69.8 million.  The overall net benefit from staging the event was therefore minus $6.7 million (10.7+ 52.4 - 69.8).    

    Peter Goad said:  “For 11 years, the State Government, under the leadership of Jeff Kennett and then Steve Bracks, has tried to gull the citizens of Victoria by representing NIEIR’s economic impact estimates as the economic benefit which flows from the Grand Prix.  Grand Prix chairman Rob Walker has said repeatedly said that NIEIR’s estimates show that the benefits from the event ’far outweigh’ the operating losses. There has never been any justification for this statement.  Costs are not necessarily outweighed by the level of turnover.
    With ever-increasing staging costs, falling attendances and corporate sponsorship, the annual operating loss will soar to $50 million by 2010, and the net economic loss will increase in step. The big hotels (often foreign owned) will win some profit, but the losers will be our schools, hospitals, public transport and very significantly, our environment.   

The time has come to get rid of this most moribund of ducks” 

Contact:   Peter Goad, President, Save Albert Park. Tel/fax 9699 7932   0407 1924 55
Link to Auditor-General report: http://archive.audit.vic.gov.au/reports_par/agp119cv.html
