Save Albert Park Inc Newsletter – February, 2009

 The Grand Prix: what’s in 

 it for Brumby?

Why does the Brumby Government intend to continue staging the Formula One Grand Prix?   The state is in the midst of a serious recession as a result of the global financial crisis, and it is the responsibility of a government to do what is necessary to mitigate the economic consequences, not make them worse. 

      Brumby says the Grand Prix delivers economic value for Victoria, but the performance audit of the 2005 Grand Prix (published May 2007 by the Victorian Auditor-General) confirmed that the reverse is the case. Since 2005 the operating losses have risen steeply from $13.6m to $40m and the negative economic effect of the event would have increased similarly.

    In 2008 the Brumby Government spent $83m to stage the event.  $25m of this went on transporting, erecting and then dismantling 40,000 tonnes of race infrastructure, a thoroughly wasteful, environmentally damaging exercise, with absolutely nothing useful to show for it.  A further $37m or so was spent on buying US dollars and sending them overseas to pay Formula One’s race licence fee. (This was the going rate in 2008 and in 2009 it will be 10-15% higher. It’s time Brumby stopped the secrecy farce about this annual payment.)

      The revenue from the 2008 event was $43m, leaving an operating loss of $40m.  Ticket sales revenue was $35m, two thirds of which came from tickets bought by Victorians, representing cash which would otherwise would have been spent within the local economy, rather than helping to send US dollars to Europe.  

      The event brings some interstate and overseas visitors, but as the Auditor-General confirmed, the profit from what they spend does not offset the cost of staging the event. Also, the Auditor-General could find no evidence that the event stimulates significant future tourism or business activity.

     Brumby’s contract with Formula One is supposed to be secret, but it’s common knowledge that it leaves only ticket sales and some local sponsorships as revenue sources. Everything else, including all TV rights, belong to Formula One, and it’s impossible to make a profit from staging a race. For this reason circuits located in USA, Canada, Britain, France and Germany, are withdrawing from Formula One, and the responsible thing for Brumby to do is follow suit.   Proper legal advice might well suggest that misrepresentation by Formula One of the international TV audience for the Melbourne race (see page 2), which is supposed be the all-important factor in putting the state ‘on the map’, and generating tourism and business opportunities, would justify cancellation of the contract without any financial penalty.  

   If Brumby has signed a contract which locks Victoria in, even when the event is totally financially and economically non-viable, this should trigger a serious investigation.  This would have to involve the major beneficiaries of the event, namely the airlines and the hotel and hospitality industries. There has to be something in it for Brumby.   

  Formula One and the GFC

     Even before the advent of the GFC (global financial crisis) Formula One was in dire financial straits. 

    The ten teams were spending a huge, unsustainable amount ($6.7billion in 2008) on engine and chassis development and testing. This rate of expenditure was leading F1 to destruction.  The FIA, led by president Max Mosley stepped in to save Formula One from itself, and he has now ushered in a ‘new spartan age’ for motor sport’s ‘most extravagant showpiece’.  New rules have been introduced to cut costs of development and testing by 30%, but this is recognized to be just a first stage of the process. 

    The GFC has made matters much worse for Formula One. The Honda team has lost its Japanese backer, and unless a buyer can be found the team will have to withdraw from the competition. The Toyota team is also under a cloud because of losses by its parent company.  The Honda team is based in England, and has asked the British Government for a bail-out, citing the 700 jobs involved. It would seem highly unlikely that the bid will succeed. 

    Far more important to Formula One is the situation with two of its major sponsors, ING and the Royal Bank of Scotland.  The Dutch company ING is the title sponsor of the Renault team, and last year it was the title sponsor of the Australian, Belgian, Hungarian and Turkish races. The Turkish sponsorship has been cut for 2009, and the others will continue.

   The Dutch government has been forced to inject 10 billion euros ($A20b) into ING to help it weather the GFC. ING has announced that it will be cutting the jobs of 7000 of its 130,000 employees, and will cut costs by 1 billion euros. According to the ING website, the bulk of the cuts will be in head office costs, marketing, Formula One sponsorship, consultancies, contract staff and IT programs.  

     The CEO of ING, Michel Tilmant, who is reported to be a keen F1 fan, has been forced to resign and has been replaced by ING chairman Jan Hommen. 

    The Royal Bank of Scotland, which is the financier of the main owner of Formula One, CFC Capital Partners, is also in great difficulties, having reported a loss of 28 billion pounds ($A65b) for 2008. Shares in the bank have plunged over 70%, and the British Government has now had to increase its stake in the bank from 58 to 70%. 

    The pitpass.com website has reported that the Formula One teams have lost ‘a total of 60 million pounds ($A140m) this year, and that doesn’t even include the departure of the nine brands , including Ray-Ban and Seiko which partnered the moribund Honda team.’

    The Williams team, which is the only team not owned by a car manufacturer, has lost $A45m in sponsorship and is the worst affected. This team is also under a cloud because a major backer is the Royal Bank of Scotland, itself in trouble and likely to reduce its support for the team. The BMW team has lost $A38m, and even Ferrari, which has by far the biggest budget ($A300m) has lost two sponsors.  Half of Ferrari’s revenue still comes from Marlboro.  

(Sources: Sunday Age 14/12/08, pitpass.com)

 Grand deception: 

 the Grand Prix TV audience 

    The following comment comes from pitpass.com website, in an article, published on February 5: 

‘Formula 1 whether we like it or not, is dependent on TV viewing figures. It is the excuse for sponsors to put their names on cars

    The article was talking about the huge amount of money spent by teams on car body developments which add nothing to the spectacle, and mean nothing to the viewers, but the comment points out the important basic fact that Formula 1 sells itself on TV viewing figures.  So Formula 1 makes sure it issues the highest possible estimates. Its favourite type of estimate is the worldwide, cumulative figure for a season of races. 

     For most of this decade, this figure was 350 million, giving an average of about 20 million viewers for each of the 17-18 races. Some races (such as in Monaco and  Brazil) were far more popular than others, and were broadcast at more favourable times for the important European audience, so the viewing figure for the Melbourne race would have been substantially less than 20 million.  However, the Australian Grand Prix Corporation, and its chairman, Ron Walker, chose to use the season cumulative figure, 350 million, as the viewing figure for the Melbourne race (eg Chairman’s Report, AGPC 2000 and 2002 annual reports.   At least it was some improvement on the 500 million claimed in his 1996 report).  

    Ron Walker could be accused of deliberate deception but he would probably say that he got the figure directly from Formula 1 chief, Bernie Ecclestone. We quote what Ecclestone said in his ‘Welcome Message’ in the official program of the 2008 Melbourne Grand Prix.  

‘Welcome to the thirteenth Formula 1 Grand Prix at Melbourne’s Albert Park. I share the keen sense of anticipation of everyone lucky enough to attend the event in person and the 350 million people in 132 countries who will be watching around the world through television’.

     Formula 1 has just released a new figure for the annual cumulative viewing audience: 

 ‘According to the sport’s annual broadcasting report, the Formula 1 World Championship was watched by 600 million people in 2008, up by 3 million on 2007.’ (pitpass.com, Jan.13)
   So if the cumulative figure for 2008 was 600 million, and Ecclestone was right in saying that 350 million watched the Melbourne race, then 250 million watched the other 17 races.  This of course is utter nonsense. And so are all of Formula 1’s figures, because they are not backed by details of how they are estimated. Who collected the data?......  Are they peak or average figures? .....do they include newsclips? .... . And even if the figure is believed, it means an average viewing audience of only 33 million over all 18 races, and for Melbourne, far less than that average.

    We look forward to Ecclestone’s ‘Welcome’ message in the 2009 Melbourne race program. Will he say that 600 million people will be watching?

Investigation of Melbourne’s

      public open spaces   

 The Victorian Environmental Assessment Council (VEAC) is undertaking an investigation of crown land and public authority land in metropolitan Melbourne. Such land includes Albert Park Reserve. 

    The purposes of the investigation are

-  to assess the uses, resources, condition and management of the land, and, 

-  where areas are not committed to a specific use, to assess values and future uses relevant to Melbourne’s liveability and natural values, and 

-  to report on the contribution of Crown and public authority land to Melbourne’s liveability, and opportunities for enhancement of this contribution.

    Submissions have been invited from the public as part of mandatory community consultation, and the closing date is February 16.  A discussion paper will be published at a later date and there will then be an opportunity to make further submissions.  

     The VEAC investigation has been directed to take into account ‘relevant State Government policies, programs, strategies and Ministerial Statements relating to the use of open space .........’ and this could mean that any submission based on opposition to the use of the park for motor racing would be set aside as a matter of course.  However, SAP has registered its intention to lodge a submission, and we would expect this to be published on the VEAC website. 

    Further information is available on the VEAC website, www.veac.vic.gov.au.  Submissions should be emailed to veac@dse.vic.gov.au, or posted to VEAC at Level 6/8 Nicholson Street, East Melbourne, Vic 3002

   Victoria’s best tourism experiences

   Recently, the RACV invited nominations for Victoria’s 101 best tourism experiences.  72,000 online votes were received, and the top ten were 1. Drive the Great Ocean Road; 2. Audax Alpine Classic; 3. Ford Discovery Centre; 4. Wilson’s Promontory; 5. Walhalla – experience the rich history; 6. The Blues Train –Queenscliff; 7. Skandia Geelong Week; 8. Grampians National Park; 9. View Mt Sturgeon from the Royal Mail Hotel; 10. Great Victorian Bike Ride.  

     Numbers 11 to 101 included the Phillip Island Grand Prix Circuit, but not the Formula 1 Grand Prix in Albert Park. The next 450 or so included Albert Park Reserve, the Tennis Open and the Avalon Airshow, but still no mention of the F1 Grand Prix. 

Mr Brumby must have found it most disappointing to have his favourite petrolhead event outranked by the view of Mt 

Sturgeon from the Royal Mail Hotel.

  Grand Prix helps itself to lake water

   The Grand Prix Corp. is now taking water from Albert Park Lake at a rate which will lower the water level by  About 1.5 centimetres. This doesn’t sound much, but because the lake has an area of about 490,000 square metres, it actually amounts to 7.35 million litres, or about 820 8-10,000 litre tanker loads. Over two months, this is 12-15 tanker loads per day.  The lake water is being used on the track verges, the grassed areas around the pit buildings and corporate entertainment areas, and to fill plastic traffic barriers.   

    Meanwhile the children’s’ adventure playground has a zero water allocation and is turning into a dust bowl, and some park trees are dying of thirst. The lake depth now averages about 1.20 metres, 0.3 meters below full.  Below 1 metre average depth it ceases to be viable as a recreational lake.

       Formula One file 

French to build new permanent track    

The French Senate has voted to fast-track the construction of a new permanent F1 race track at Flins in the Seine valley to the west of Paris.  The project is part of a program to stimulate the economy in the region, and to ensure a French Grand Prix in 2011.  The site is next to the vast Renault factory, and is currently agricultural land. Opposition has come from the socialists who want to preserve jobs at the former circuit at Magny Cours and also from environmentalists, and the proposal has yet to pass both houses of parliament. 

F1 to be made more attractive to children  

Bernie Ecclestone has reacted enthusiastically to a suggestion that F1 could be made more attractive to children. This would complement moves to reach further down to the grass roots of the sport’s fan base. Ecclestone said: “It’s easy to do. We should do comics and things”. He added that a comic, cartoon and a movie will probably follow the opening of F1’s first theme park in Dubai next year.

Donington circuit must find $A43m race licence fee

Because the Silverstone circuit could not afford the licence fee, it lost the British Grand Prix, and the Donington circuit is attempting to take on the event in 2010. This means that around $A100m will have to be spent on upgrading the circuit facilities, and a further $A43m will have to be found to pay Ecclestone’s annual licence fee.   It is not clear where Donington will get this sort of money, as the promoters, Donington Ventures, has only 28 pounds in the bank. Ecclestone has said that if Donington can’t stage the race there are four or five countries ready to step in and willing pay even more than Donington. If this happens it will be first time in F1’s 60-year history that the there is no British GP on the calendar. 

Ecclestone envious of Olympics funding

Bernie Ecclestone has said that the government should underwrite the Donington bid for the British GP “...after all the money they have given to the Olympics.”  He was also reported to have told the government that the London Olympics opening ceremony should be held underground, “so nobody can see it ... because you ain’t got enough money to do anything like the Chinese.”  

Formula One and its sponsors

In a recent article published on the pitpass.com website, outspoken journalist Mike Lawrence made some savage comments on the motivation of company CEOs in choosing sponsorships.  We quote from his article:

I have said it before and will say it again, sponsorship is all about CEOs having a good time at their preferred activity at the expense of shareholders. If they love opera, their shareholders will pay for opera.  Shareholders will also pay for the hospitality suites, and in the case of motor-racing, the helicopter rides to the circuit.  The CEO got the major perks, but he could justify the investment by reeling off the numbers of clients ‘entertained’ plus their employees ‘rewarded’. This amounted to a bus to the circuit, a lot of hanging around and a buffet lunch. 

Mike Lawrence also had a swipe at the use of company jets to fly CEOs and other executives to distant races. “Shareholders are beginning to feel empowered, and there is many a CEO who is an emperor with no clothes.” He also referred to the head honchos of Chrysler, Ford and General Motors who “spoiled their plea of poverty” by flying to Washington in private jets to beg for a public bail-out of their companies. 

  St Kilda skate park ‘back to 

          drawing board’

    As reported in the Port Phillip Leader on January 6, ‘After almost 10 years of debate and legal challenges, it’s back to the drawing board for St Kilda’s skate park.’   One of the first decisions of the newly-elected Port Phillip council was to withdraw the planning application to construct a skate park within Albert Park Reserve, at the corner of Fitzroy Street and Lakeside Drive.

   This was good news for Save Albert Park which had opposed the proposal on the grounds that it would replace green open space, ie grass and trees, with concrete, and that there was a far more appropriate site on the St Kilda foreshore.  Opposition to the proposal was vigorously led by the community group Save Our Park, which was largely backed by the St Kilda Park Primary school council.  

    The alternative site suggested by Save Albert Park is located adjacent to the sea entrance of the St Kilda marina, on the seaward side of the bike path, opposite the big bronze ‘Sun’. This site does not involve any heritage or environmental issues, and meets the requirement of being in constant public view.  Skateboarders are already using the nearby new boardwalk area and a proper skate park would provide a far more appropriate and attractive facility.

    Port Phillip Council has announced that it is forming a community reference group to assist in the process of finding a final site for the skate park. The group is to include ‘young people, skaters, and interested members of the community’.  The group will ‘provide advice, consider weightings appropriate to the assessment process, and consider additional sites’.

    An additional site in Albert Park Reserve may still come up for review, therefore Save Albert Park intends to seek representation on the reference group.   

