Worth Every Penny?




Can Money Buy
Happiness in College Athletics?

In a USA Today article published three days prior to the
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leadership stated that Nick Saban, head football coach at
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salary (wieberg, 2010, p. 1A)

The above USA Today article prompted the current study,
which focused on a comparison of the total compensation
of university presidents and NCAA DI football (FBS) and

basketball coaches.



Competing Demands

Universities are forced to balance competing
demands from a variety of constituents:
Students
Legislators
Employers
Higher education
At the same time, share of institutional funding

provided by state and federal governments
continues to decline (aaup, 2008)



Determining Priorities

Given the aforestated competing pressures,
financial decision-making has become a matter of

determining priorities.

What are the actual priorities v. apparent priorities
of higher education?



Current Status of NCAA DI Programs

Fact - The vast majority of athletics programs
reap far less money from external sources than
they need to function.

Fact - Virtually all universities subsidize athletics
departments through general fund allocations,
student fees, and state appropriations, and the
NCAA estimates in a given year that only 20 to 30
athletics programs actually generate enough
external revenue to cover operating expenses.



Current Status of NCAA DI Programs

According to data from the NCAA, institutional

subsidies to athletics can exceed $11 M annually
(NCAA.com).

With costs in athletics rising faster than in other
areas of university operations, it is not clear how
many institutions can continue to underwrite
athletics at their current level without allocating
significant funds that could be used for teaching,
research, service, student services, or other core
functions (Knight Commission Report, 2009).



Current Status of NCAA DI Programs

The economic downturn has exacerbated
institutional financial pressures, but the problems
with the economic structure of big-time

intercollegiate athletics go much deeper than the
current circumstances.

Issues:
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Among the 11 FBS conferences, richest programs generated

14 times as much revenue as the poorest programs (NCAA,
2007).



Current Status of NCAA DI Programs
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over the last decade expenditures are higher than revenues

and increasing much faster than revenue is growing
(NCAA.org, 2007).

Athletic budgets are increasing more than academic
budgets and subsidies provided by institutions to their

athletic departments are rising more quickly than both
(Knight Commission Report, 2009).

Finances remain an intractable problem, particularly
given the growth of athletics expenses in bigtime
sports.



Figure 2a: Data of 11
graph represents median opera

for 10 groups (deciles) of 112 FBS schools

(Knight Commission Report, 2009).

Figure 2a:

Breaking down big-time sports

Distribution of operating expense budgets,
FBS athletics programs
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In 2007, the Football Bowl Subdivision consi of119

with athletics budgets ranging from approxi ly $10 million to
over $100 million. To capture the differences in s(ale and scope of
these institutions, they are divided into 10 deciles of approxlmately
12 institutions each and ranked by total athleti

This figure shows the median athletics operating budget for each of
those deciles. There are very large gaps between the top two groups
and those immediately below, and relatively smaller gaps among
the bottom five groups, This shows the “class system™ emerging in
intercollegiate athletics, separate from conference grouping and
institutional philosophy.

Data source: NCAA



Figure 2b:
Where the money goes

Averages for major operating expense categories, 2007
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These deciles, representing the 119 F8S institutions in 2007, are grouped
by operating expense budgets as shown in Figure 2a. This figure
represents the averages for the major operating expenses for each
decile in 2007.

Data source: NCAA

other miscellaneous costgi2e

Source: Knight Commission Report, 2009.
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Budget Challenges

The greatest challenge facing universities and their
athletics departments today Is dealing with the
rapid rise of expenses.

Athletics expenses are growing at an annual rate
approaching 7 percent(Cheslock; Fulks; Orszag & Israel)

At the same time, revenues are not keeping up.

2009 NCAA report indicated that median operating
spending for athletics increased 43 percent between
2004 and 2008, but median revenue generated by
athletics programs grew only 33 percent over the same
time period (Fulks, 2008).






