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F1 grand prix goes deeper into the red and worse to come

It’s time for honesty

      It’s time the State Government responded honestly to the widespread and growing concern about the true cost of the F1 grand prix event to Victorians.  

    The recent annual report of the Australian Grand Prix Corporation reveals that the 2004 F1 Grand Prix event had an operational loss of $12.6 million.  This event has recorded a loss each year since its inception in 1996, bringing the total of annual losses to $51.3 million. 

    Added to the operating losses are the capital costs of establishing the event in Albert Park Reserve and making subsequent modifications to the circuit and race infrastructure, amounting to $75 million. 
    Added again is the revenue that might have been earned if the funds spent in the park had been safely invested elsewhere. A conservative estimate of this cost over nine years is $50 million. 
     The cumulative loss to the state attributable to this event is now $176 million.
     The loss rate will accelerate after the 2006 event, when tobacco advertising at all sporting events will be banned in Australia.  
     When the Canadian Government banned tobacco advertising in 2004, the Montreal grand prix was presented with a demand for $A18 million to compensate the race teams for the loss of tobacco sponsorship money.  A sum even greater than this is likely to be demanded from the Victorian Government  after the 2006 ban comes into effect.  This financial pressure has already been applied by the overseas promoters of the motorcycle grand prix, held at the Phillip Island circuit.  
     Premier Bracks has claimed that the drain on the public purse is ‘worth the cost to taxpayers’ He claims that the F1 event markets Victoria internationally to ‘billions of viewers.’  Grand Prix Corp. chairman Ron Walker has claimed that the event has generated more than $1 billion in economic benefit for the state since 1996.  

    No believable evidence to support such claims has ever been produced. 
    In May 2003, Save Albert Park asked the Victorian Auditor General to carry out a rigorous performance audit (cost-benefit analysis) on the F1 grand prix event (such as was carried out by the ACT  Auditor-General on the now abandoned V8 Supercar race in Canberra).  While the losses mount, the Auditor-General appears uninterested in pursuing the matter.
    For how much longer will Victorian taxpayers have to prop up this event when taxpayers’ funds are needed for basic public services? And why is this event in such a privileged position compared with events such as the Tennis Open and the Melbourne Cup, which require no public subsidy?  
    And why is the event surrounded by so much secrecy?  The terms of the race contract are secret, and even the method of determining patron attendances is secret.  An answer might be found in the words of Gary Banks, chairman of the Productivity Commission, regarding government secrecy in mounting major sporting events:    ‘This raises its own problems in terms of transparency, accountability and due process. At the extreme it opens the door to suspicions of nepotism or even corruption.’ (‘The interstate bidding wars; calling a truce’, address delivered in Brisbane, November 2000)                 
As the people’s debt increases so does their scepticism about the supposed economic value of the Albert Park event, and the ethics of the Government’s relations with Formula One ‘supremo’ Bernie Ecclestone and his local associates.  

