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ABSTRACT

Experts warn intercollegiate athletics administrators of over-commercialization
and the inevitability of budget crisis due to increasing costs associated with Title IX
compliance, the current arms race, and decreased state financial support of public
universities. It is imperative that alternative capital management solutions are identified.
Rather than resource acquisition, this research emphasizes resource allocation and capital
management resolutions for those in budget deficit. The primary purpose of this study
was to determine the nature of the relationship between an institution’s financial support
of its intercollegiate athletic department and that department’s success on the playing
field. Specifically, this research attempted to determine if athletic departments can rely
on a systematic approach to budget allocation rather than simply or primarily relying on
revenue generation, with departmental outcome success measured by the former national
Sears Directors’ Cup (SDC) standings. By studying the relationship between athletic
success measured by the SDC and the financial resource allocation in respective athletic
departments, this study provides a methodical analysis of capital management within
intercollegiate athletics at the Division I level.

Reporting a 69% response rate, a regression analysis identifies a set of six specific
allocation variables as significant predictors of success in the SDC as measured by point
accumulation over a three year period. Recruiting expenditures, student aid, coaches’
salaries, team operational expenses, administrative operational expenses are derived from
the Equity in Athletics Disclosure Act (EADA) report and capital expenses or debt
service was identified by respective athletic representatives. Also, these six allocation

variables account for over 90% of the variance in SDC point accumulation.
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This study also validates concerns of an “arms race” in intercollegiate athletics

by empirically reporting a significant difference between successful and unsuccessful
intercollegiate programs, not only in terms of total budget but also budget allocation.
This, coupled with a significant relationship between a gross budget amount and success
1n the SDC, supports claims that certain Division I universities have a distinct financial
advantage over others and that disparity leads to success in the SDC. Although this
research offers a model of financial allocation for athletic administrators, it confirms that

money does matter.
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CHAPTERI1
Introduction

The National Collegiate Athletics Association (NCAA) was founded in part to
endorse intercollegiate athletics as a crucial component of the institution in addition to
the student-athlete’s contributions to the integrity of the student body, while promoting
principled values such as diversity, proper management of fiscal resources, national
championship competition and student athlete development (NCAA, 2002a). Athletic
departments have become very large economic, social, and political agents in American
higher education, and are easily among the largest operational units on campus (Padilla &
Baumer, 1994). In an attempt to maintain competitiveness on the playing field,
intercollegiate athletic administrators now compete in an “arms race” (facility
construction, increasing travel and equipment costs, inflated coaches salaries) creating
budget and mission distortions as well as concern for the future stability and integrity of
intercollegiate athletics (“Big Ten faculties”, 2001; Rolnick, 1998; Suggs, 2001a; Suggs,
2001c). With the changing face of intercollegiate athletics and the state of our fluctuating
economy, athletic departments are being forced to do more with less while sustaining
sizable budget cuts, which in turn force changes in their traditional patterns of operation.
Although intercollegiate athletic programs have an obligation to their academy’s mission,
the latest shift towards a more commercialized approach is increasing the finances
necessary to compete nationally; especially at the Division I level (Atwell, 2001). The
condition to be self-supporting encourages programs to seek commercial sponsors and to

expand their revenues in nontraditional ways, such as luxury suite sales and licensing
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contracts, which further differentiates the athletic department from the very educational
programs on campus they are meant to supplement.

In an attempt to explore the efficacy of budget reallocation rather than budget
inflation, effective fiscal management may be the answer to the ever-present growing
arms race. While commercial banks have been the primary source of debt finance, many
lending institutions are now emphasizing capital efficiency rather than asset growth
(Sissen, 1999). Borrowed from strategic management literature is the Resource-Based
View (RBV) of the firm, which places emphasis on those resources most probable to
allow organizations to endure a sustained competitive advantage over their competition
(Amis, Pant & Slack, 1997; Barney, 1991; Barney, Wright & Ketchen, 2001; Hall, 1992;
Mahoney, 1995; Mahoney & Pandian, 1992; Smart & Wolfe, 2000). This endured
competitive advantage will be enjoyed by those who place emphasis on proper resource
management rather than resource acquisition. Also, reacting to today’s struggling
economy, financial and economic literature resound with the concepts of fiscal and
capital management, financial efficiency, and resource allocation (Haddock, 2001; Mintz,
2002; Nelson, 2002; Peacock & Copper, 2000; Pratt, 2002; Sissen, 1999; Zolkos, 2000).
Additionally, although state appropriations for higher education generally increased
throughout the 1990’s due to a strong economy, cost management strategies and
improved productivity are common themes in higher education literature as state support
of public universities is now decreasing due to other priorities (Gaither, 2002; Layzell &
Caruthers, 2002; Middaugh, 2002; Robst, 2001).

An inspection of the field of sport management, and more specifically

intercollegiate athletics, finds little research or literature pertaining to cost reduction,
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3
resource reallocation, or fiscal and capital management in athletic departments. Rather,

most studies offer solutions based in both traditional and innovative forms of revenue
generation such as merchandising, licensing, athletic development, sponsorship sales,
television and radio contracts, naming rights, suite sales, endorsement contracts, and
ticket revenue (Amis, Pant & Slack, 1997; Atwell, 2001; Byers, 1998; Bynum, 2002;
Covell, 2001; Furst & Schmidt, 2001; Howard, 1999; Howard & Crompton, 1995;
Kellogg, 2002; Mahony & Pastore, 1998; Padilla & Baumer, 1994; Plinske, 1999;
Rolnick, 1998; Sperber, 1990; Sperber, 2000; Stotlar, 2002; Suggs, 2002d; Weiner, 2002;
Zimbalist, 2001). The trend in intercollegiate athletics is to make more so you can spend
more, but not all departments have this luxury. Inevitable trade-offs exist between profit
maximization strategies and the academic purpose and goals of a major university, and
the successful university will balance on that fine line better than will those enduring
sustained deficits (Padilla & Baumer, 1994). The bottom line is that university presidents
and athletic administrators must use capital management strategies in order to efficiently
and effectively control costs while remaining competitive on the playing field.

There have been many attempts to define success in intercollegiate athletics.
Measures of success in intercollegiate athletics include goal attainment, ability to
properly manage system resources, budget efficiency, stakeholder satisfaction, employee
longevity, and win-loss percentage (Cunningham, 2002; Putler & Wolfe, 1999; Sack,
2001; Scott, 1999; Smart & Wolfe, 2000; Trail & Chelladurai, 2000). Generally
indicating an organization’s overall operating purpose, examination of intercollegiate
athletic department mission statements suggests that of highest priority to athletic

administrators is winning as well as financial stability. Presented by Sears, Roebuck and
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Co., USA Today through 2002, and the National Association of Collegiate Directors of
Athletics today, the Directors’ Cup, formerly Sears Directors’ Cup (SDC) as it will be
referred throughout, is currently the only objective cross-sectional all-sports national
recognition award in intercollegiate athletics. Any intercollegiate athletic program
competing in post-season championships are not only representing its institution on the
playing field, but also vying for points in the SDC standings. A commonly accepted
economic principal is that a larger budget should in turn lead to more success.
Intuitively, the larger an athletic budget the more on field success that athletic department
should endure. This widely accepted model by athletic administrators has lead to the
growing arms race and existing economic turbulence in intercollegiate athletics. If a link
between resource allocation and SDC success can be established, athletic administrators
will then have options for success other than revenue generation.
Purpose of Study

The primary purpose of this study was to determine the nature of the relationship
between an institution’s financial support of its intercollegiate athletic department and
that department’s success on the playing field. Specifically, this research will attempt to
determine if athletic departments can rely on a systematic approach to budget allocation
rather than revenue generation, with departmental outcome success measured by the
national Sears Directors’ Cup standings. Recognizing that there are many variables to be
considered in athletic success, the Sears Directors’ Cup places emphasis on a broad-based
competitive athletics program that experiences success in national competition.

This study will provide a literature review, which initially presents an overview of

the National Collegiate Athletic Association, the major governing body of intercollegiate
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athletics, followed by a discussion of three major contributors to financial pressure in
intercollegiate athletics: Title IX, the ‘arms race’, and declining state support of public
universities, This discussion will be followed by an examination of literature aimed at
solving some of these problems in intercollegiate athletics. Finally, literature found in
business and higher education will be summarized, both of which highlight financial
problems in their respective areas as well as suggestions for cost containment. This
analysis will demonstrate the need to introduce such financial management strategies into
a deficient sport management literature.

As athletic administrators are continually challenged to balance a red budget and
account for their productivity, or lack thereof, fiscal efficiency should become a common
theme. By studying the relationship between athletic success measured by SDC
standings and the financial resource allocation in respective athletic departments, this
study offers a methodical approach to capital management in intercollegiate athletics.

Significance of Study

As the economic significance of sports continues to increase, there is a growing
need for economists and others in the sport management field to take advantage of the
opportunity to develop a substantial base of literature (Olafson, 1990; Parks, Shewokis &
Cosa, 1999; Szymanski, 2001). While there is an emergence of literature discussing both
traditional as well as innovative alternatives to increase revenue in sport organizations,
sport management research is still lagging behind research being developed in the fields
of strategic management, finance, economics, and higher education. Consistent in the
current sport management literature is thematic discussion on issues such as economic

impact analysis (Chang & Canode, 2002; Howard & Crompton, 1995; Hudson, 2001),
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commercialism (Amis, Pant & Slack, 1997; Atwell, 2001; Bynum, 2002; Howard &
Crompton, 1995; Padilla & Baumer, 1994; Stotlar, 2002), development endeavors in
universities and athletic departments (Plinske, 1999; Rhoads & Gerking, 2000),
transformational leadership and organizational structure in intercollegiate athletics
(Baxter, Margavia & Lambert, 1996; Cunningham, 2002; Mahony & Pastore, 1998;
Putler & Wolfe, 1999; Scott, 1999; Stoldt, Miller & Comfort, 2001; Trail & Chelladurai,
2000; Weaver & Chelladurai, 2002), and warnings of academic transgressions (Byers,
1998; Rolnick, 1998; NCAA, 2000; Sack, 2001; Shulman & Bowen, 2001; Sperber,
2000; Sperber, 2002; Suggs, 2000b; Wyatt, 1999). There is little to nothing, however,
suggesting capital management alternatives for athletic administrators who cannot afford
to keep up with the arms race.

It has been documented and warned that the increase in commercialism in
intercollegiate athletics may be detrimental to its future integrity (Atwell, 2001; Barlow,
2001a; Big Ten Faculties, 2001; Lee, 2000; Padilla & Baumer, 1994; Suggs, 2001a;
Suggs, 2001c). The combination of rising financial pressure from massive new
investments in facilities and coaches’ compensation due to the arms race, Title IX
compliance considerations (USGAOQ, 2001), and decreasing state appropriations to public
universities (Kellogg, 2002; Lee, 2002b) acutely increases the premium on athletic
success (Zimbalist, 2001). Division IA athletic department budgets are at an all time
high, averaging over $22 million (NCAA, 2002a), with a NCAA high budget in The Ohio
State University Department of Athletics in excess of $79 million (Lee, 2002a).
Promoting efficient fiscal management rather than budget inflation, increased graduation

rates rather than decreased admissions standards, equitable opportunities across all genres
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rather than only those in high profile sports, as well as more representative on field
success measures are all options for reform in intercollegiate athletics (NCAA, 2000).

While athletic administrators and academics in the sport management field
continue to find ways to increase revenue in an attempt to offset spiraling costs, literature
found outside of sport management may have some implications. Business managers in
both the public and private sectors have for years attempted to advise ways to combat
unnecessary costs and budget enlargements while continuing to compete for market
share. Capital efficiency has become the battle cry of CFOs and finance directors
worldwide. In the wake of the global economic slowdown, the dot-com demise, and the
September 11 tragedy, financial institutions are reexamining their spending initiatives,
leading to project resizing, encouraged better capital management, or reallocation of
resources (Nelson, 2002). A low interest environment and increased economic
turbulence have triggered a shift in focus to capital management and financial efficiency
(Arwidi, 1999; Haddock, 2001; Mintz, 2002; Nelson, 2002; Peacock & Copper, 2000;
Pratt, 2002; Sissen, 1999; Zolkos, 2000). Most specifically, the Resource-Based View
(RBV) of the firm offers a unique strategic approach to resource allocation, again
emphasizing the need for better capital management (Amis, Pant & Slack, 1997; Barney,
1991; Bamney, Wright & Ketchen, 2001; Hall, 1992; Mahoney, 1995; Mahoney &
Pandian, 1992; Smart & Wolfe, 2000). In fact, this theory suggests that less important is
the actual acquisition of resources if proper allocation methods are observed for endured
success. The notion of linking success, whether defined financially in corporate literature
or as winning‘percentage in intercollegiate athletics, with resource distribution is an

element too often ignored in the sport management literature. If it can be established that
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emphasis placed on resource allocation rather than the arms race can lead to success on
the playing field then extraordinary pressure will be lifted from athletics administrators,
allowing them to concentrate on resource management rather than increasing revenues.

The sport management field has not yet begun to address neither the need for
better capital management nor the benefits of it. Success is an important component of
intercollegiate athletics, but that success must be measurable and must not come at the
expense of the entire program. Linking success to resource allocation, most specifically
budget allocation, may open financial management doors in intercollegiate athletics that
have not yet been explored. By using athletic budget statements over the last three years
to determine financial spending per operational unit and Sears Directors’ Cup standings
to establish success measures, this study will investigate possible relationships between
budget allocation in intercollegiate athletic departments and the success that those
respective athletics programs produce on the playing field. In doing so, a gap in the
literature on fiscal efficiency in intercollegiate athletics will be addressed. If resource
distribution does indeed predict success measured by the Sears Directors’” Cup, perhaps
athletic administrators can begin to rely far less on the “arms race”.

This comparative analysis will be of particular interest for those institutions
wishing to critically examine their current budget allocation while trying to remain
nationally competitive on the playing field. The use of budget allocations rather than
distributive gross amounts allows for generalizations to be made across all divisions of
intercollegiate athletics and may serve as a model for future budget reforms. This study

will also fill a void in the sport management literature that has been long a topic in areas
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outside of sport, such as business organizations and higher education, with respect to
capital management and cost containment.

Again, an unmet assumption in intercollegiate athletics has been that more money
spent will directly lead to increased endured success on the playing field, measured by
the Sears Directors’ Cup. While athletic administrators struggle to keep up with the
labeled arms race in intercollegiate athletics by looking for creative and innovative
revenue streams, an important question that needs to be addressed empirically is whether
resource allocation would better solve their budget crises. If resource allocation can be
systematically linked to success in the Sears Directors’ Cup, athletic administrators can
then reprioritize their time and energies to capital and resource management. The
following research questions thus guided the scope and direction of this investigation.

Research Questions
1. What is the percentage of an institution’s overall budget allocated to its
intercollegiate athletics program and its relationship with that program’s success
as measured by Sears Directors’ Cup standings?
2. What is the relationship between the gross amount of an intercollegiate athletic
department’s budget and the program’s success as measured by Sears Directors’

Cup standings?

3. What is the distribution pattern (i.e., allocation) of dollars within an athletic
department’s budget and the relationship of that pattern to the department’s

success as measured by Sears Directors’ Cup standings?
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CHAPTER I1

Review of the Literature

This chapter addresses the literature in the sport management industry, as well as
briefly discussing related areas of business and higher education. An inspection of the
literature specifically aimed at solving problems in intercollegiate athletics reveals severe
deficiency in financial management and cost containment strategies, thus the need for a
summary of similarly related issues in areas other than sport. This chapter will provide
an overview of the National Collegiate Athletic Association, the major governing body of
intercollegiate athletics, followed by a discussion of three major contributors to financial
pressure in intercollegiate athletics: Title IX, the ‘arms race’, and declining state support
of public universities. Then an examination of literature aimed at solving some of these
problems in intercollegiate athletics will follow. Finally, literature found in business and
higher education will be summarized, both of which highlight financial problems in their
respective areas as well as suggestions for cost containment. Success in athletics will be
operationally defined in the last section of this chapter, which will include how that
measure is distributed, from where it originated, concluding with a discussion of other
success measurement attempts in intercollegiate athletics and their use in the sport
management literature.

The State of Intercollegiate Athletics

Originally drafted as the Intercollegiate Athletic Association of the United States
(IAAUS), the National Collegiate Athletic Associate (NCAA) was borne to provide
structure in rules and safety in intercollegiate football. Summoned by U.S. President

Theodore Roosevelt in 1905, college athletics leaders met in New York City to discuss
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rules changes and regulations that might save the collegiate game on the gridiron and

tender structure never before offered to amateur sport. Originally constituted on March
31, 1906, the IAAUS existed as a discussion group and rules-making body for almost 15
years before sponsoring post season championships in college athletics. As of 1921 the
intercollegiate athletics governing body, now the NCAA, existed to provide a platform
for national championship competition, extending itself outside the football field,
permeating all other competitive collegiate sports

(http://www.ncaa.org/about/history.html).

As problems with recruiting, gambling, financial aid abuses, and uninhibited
growth troubled the committee, the NCAA sought leadership in Walter Byers as its first
executive director in 1951. Among other things, Byers gave the association a home with
its headquarters in Kansas City, invoked a program to control televised football games,
divided the member institutions into three divisions based on financial support from the
university, and established three legislative branches to help govern rules, eligibility and

championships (http://www.ncaa.org/about/history.html). Under only its fourth

executive director in almost 100 years, current President Myles Brand, the NCAA
continues to provide competitive opportunities for men and women as a supplement to
their academic experience by working through their mission:
...Conduct efficiently the business of the Association as directed by the
membership, a basic purpose of which is to maintain intercollegiate
athletics as an integral part of the educational program and the athlete as
an integral part of the student body. (NCAA, 2002)

One resounding concern in intercollegiate athletics is the academic performance

of student-athletes, more specifically their transgression from the student body at large.
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The Game of Life: College Sports and Educational Values (Shulman & Bowen, 2001)

addresses this concemn by using the “college and beyond” data that has followed cohorts
since 1959. This longitudinal study attempts to depict certain trends in intercollegiate
athletics with regard to academic transgressions and proceeds to explain why certain
observed patterns may be so. Contrary to public belief, student athletes at academically
selective colleges and universities graduate at higher rates than do students at large.
Statistics provided by the NCAA (2000) on college and university cohorts entering
school in the fall of 1993 show that male student athletes graduate at a rate three percent
lower than their non-athlete counterparts, with 51% of student athletes graduating in six
years versus 54% of students at large. Female student athletes, on the other hand,
enjoyed a graduation rate ten percent higher than their counterparts, with 69% of female
student-athletes finishing school within six years as opposed to 59% of those students not
involved in athletics. Also, both men and women student athletes enjoy a sizable
earnings advantage over their classmates and student athletes are more often placed into
leadership and management category jobs than are students at large (Shulman & Bowen,
2001). While student athletes still experience lower grade point averages than do those at
large, these findings seem to suggest that although academic performance is important
when considering whether or not a student graduates, student athletes may be obtaining
other life skills deemed important by industrial or employment standards.
Title IX’s Financial Challenge to Intercollegiate Athletics

Another significant issue in intercollegiate athletics is the continued effort of

athletics departments to comply with Title IX. After years of lobbying for legislation to
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help support women’s athletics, the Educational Amendments Act of 1972 passed Title

IX, which in part said:
“No person in the U.S. shall, on the basis of sex, be excluded from
participation in, be denied the benefits of or subjected to discrimination of
any kind under any educational program or activity that receives federal
funding.” (Shaw, 1995)
Designed to alleviate and eventually eliminate disparate treatment of an under-
represented gender in any federally funded institution or program, Title IX sought to right
the wrong of past sexual discrimination in education. Although written with language
allowing interpretation and regulation in any federally funded activity, Title IX has been
most prominent in fighting cases of discrimination in athletics.

The Department of Education commissioned the Office of Civil Rights (OCR) to
regulate Title IX compliance, leading the OCR to provide their Policy Interpretation, or
better known as the three-prong test. The Policy Interpretation states that in order to be
in compliance with Title IX, athletic departments must fulfill at least one of the following
three tests:

1. Proportionality

2. History of Program Expansion

3. Accommodation of Interest (Shaw, 1995)
While athletic administrators use this guide to comply with Title IX they find themselves
in a financial bind with the increased costs of adding women’s varsity sports.

Commissioned by Congress to study intercollegiate athletic department patterns
in the adding and discounting of men’s and women’s teams, the General Accounting

Office (GAO) investigated all members of the National Collegiate Athletic Association

(NCAA) and the National Association of Intercollegiate Athletics (NAIA) over the past
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two decades (1982 — 1998). Through collection of participation statistics offered by the

NCAA and NAIA as well as a questionnaire addressed to every athletic director in the
1310 combined institutions, the GAO set out to answer the following questions:
1. How did the number of men’s and women’s intercollegiate sport participants
and teams at 4-year colleges and universities change since 1981-827
2. How many colleges and universities added and discounted teams since the 92-

93 season and what influenced their most recent decisions to and or discount
teams?

3. How did colleges and universities make and implement decisions to add or
discount sports teams?

4. When colleges or universities added teams, what types of strategies did they
use to avoid discounting sports teams or severely reducing their funding?
Experiencing a 91% response rate from athletic directors (1,191 returned) and access to
participation and team data from the past two decades, the GAO presented their findings
in report in March 2001.

Among other things, the GAO report briefly spoke to the overall financial impact
that adding or discounting sports has on a department’s budget. On average across all
divisions, adding a sport to an individual program causes a 6% increase in expenditures
while discounting sports only facilitates a 4% decrease in the operating budget. Needless
to say, football impacts the budget the greatest in either direction, increasing costs 31%
on average when adding teams and reducing expenses by 24% on average when
discounting. Lower profile sports such as golf or wrestling, however, generally impact
the operating budget by a mere total of 2% either way. It is questionable if discounting
athletic programs such as golf or wrestling truly helps to remedy a financial crisis.

Not surprisingly, the GAO also found that financial impact varies per level and

size of athletic program and budget. Larger schools and athletic departments generally

found in NCAA Division I colleges and universities, experienced smaller impact on their
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budget when discounting or adding teams. Conversely, smaller schools, such as

Division IIl or NAIA member institutions, experienced larger impacts financially. On
average, when a women’s team was added it impacted the expenditures in athletics by
3% in Division I, 5% at the Division I level, and 9% in NAIA institutions. Men saw a
similar trend when adding teams with average increases of 2%, 8%, and 13%
respectively.

In today’s scope of intercollegiate athletics, financial integrity and fiscal
responsibilities are at the top of departmental priority lists. The figures provided by the
GAO do not support that simply discounting teams is the answer in financial crisis, nor
that the addition of teams handcuffs administrators economically (with the exception of
football, of course). Athletic directors and university administrators must look elsewhere
to gain support for intercollegiate athletic programs while continuing to maintain control
over internal expenditures.

Although over 70% of those colleges and universities that added intercollegiate
teams were able to do so without having to discount another, fiscal management was not
ignored. Short of an endless stream of endowment dollars, athletic department
administrators increasingly have to rely on new and creative solutions to financially
supporting their programs. In depth analysis of four individual programs (2 Division IA,
1 Division IAAA, and 1 Division III) revealed a number of suggestions for growth
without sacrifice. These universities have all displayed the ability to add teams without
having to cut teams or even severely contain costs across individual programs. All four

emphasized that the environment must be right and they that “one size does not
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necessarily fit all” (USGAQ, 2001). In order to move forward there must be certain

facilitating factors present, four of which are:

Presidential support of athletic growth for both genders

Athletic Director sees benefits for all when addition of teams are experienced
Identify new/innovative funding sources

Support of fans/community/alumni

B W

Without at least the majority of these characteristics present, supplementation from
elsewhere without cutting teams may not be possible.

Also identified by these four programs were strategies they have employed to help
supplement athletic department growth and prosperity in numbers and finances. Among
their suggestions were the obvious endeavors such as increased donations from alumni
and community, more aggressive fund raising plans, and a reallocation of excess in the
department’s budget. Other, more innovative approaches included:

o Rental Fees: Allowing outside agencies or parties to use athletic facilities for
many purposes at a certain fee priced considerable above that of cost
o [Establish partnership between the university and local community

e Cost sharing projects such as competition or storage facilities and hospitals

have proven to benefit both athletic departments and second parties

e Joint-venture endeavors have seen similar success

e Money put into investments that enjoy higher rate of return in interest
e Cap program fund raising and allow excess to be put into a “flex pot” for use at
the athletic director’s discretion
e Foster community relationships that will help with department reputation and
image
Although not every college or university may be privileged enough to dwell in an
environment that fosters such creativity or freedom, the point to comprehend is that there
are viable sources of financial support available outside that of traditional methods.

Regardless of historical experiences in intercollegiate athletics in terms of funding

additional teams or claiming financial crisis to eliminate others, if college sport is to
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survive, as we know it, additional sources of revenue or financing opportunities need to

be entertained.
The ‘Arms Race’ in Intercollegiate Athletics

As the NCAA has grown, so too has the business of intercollegiate athletics. Now
recognizing over 35 competitive men’s and women’s sports at the varsity level and
sponsoring association in almost 1,300 member institutions, the NCAA has enjoyed
heightened participation in college athletics around the nation

(http://www.ncaa.org/fact _sheet.html). This increased level of participation and public

recognition, however, has not gone without its accompanying unintended consequences.
Although the NCAA attempts to control and govern intercollegiate athletics per its
mission, the sheer number of departments and participants holds inevitable corruption
and distortion. Originally commissioned in 1991 by the NCAA to address problems
present in intercollegiate athletic programs, the Knight Foundation Commission on
Intercollegiate Athletics recently presented their second set of recommendations for
“Reconnecting College Sports and Higher Education” in an attempt to control a situation
in sport that has seemingly lost control. In 1991, the Knight Foundation presented a
“one-plus-three” approach to regain control of intercollegiate athletics, which include
presidential control (one) over academic integrity, financial integrity, and independent
certification for schools (three), which were the major concerns at that time. Although
those issues have not been completely alleviated, the commission’s new plan calls for a
coalition of presidents (one) to uniformly and jointly address academic transgressions, an
increasingly growing arms race, and heightened commercialization (three) in our athletic

programs (NCAA, 2000). While this call to action of university presidents emphasizes a
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need for academic enhancement by student-athletes and a reversal of an increasing

athletic budget, it also acknowledges the inevitable commercialization of our society and
the questionable role it plays in our athletic programs.

While compliance with Title IX continues to weigh on the minds of athletics
administrators and academic transgressions by student-athletes are minimally being
addressed through a number of programs offered by the NCAA, as well as shown by their
gesture in recently hiring a university president, Myles Brand, to continue its mission,
other areas of concemn in intercollegiate athletics are being met with extreme pessimism.
The developing “arms race” and increased commercialism in intercollegiate athletics is
receiving tremendous scrutiny from academics, university administrators, and other
experts in the academe and intercollegiate athletics. The “arms race” has been described
in a number of ways, but perhaps best as a situation in which increased spending at one
school are associated with increases at other schools, whether that is in terms of coach’s
salaries or new athletic facilities. (Litan, Orszag, & Orszan, 2003). Both Big Ten and Pac
Ten faculty leaders have called for reform in intercollegiate athletics, specifically
addressing concerns of growing budgets and commercialism (Suggs, 2001a; Suggs,
2001c). With a NCAA high budget in The Ohio State University Department of
Athletics in excess of $79 million for the athletic year 2002-2003 (Lee, 2002a), Division
IA athletic department budgets are at an all time high, averaging over $22 million
(NCAA, 2002a). While the NCAA continues to promote its mission, it has become
overwhelmingly obvious if a program wants to compete at the highest level in

intercollegiate athletics it is going to cost a lot of money.
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The backlash of this ever present arms race has been for colleges and

universities to take structural and programming alternative measures with hopes of
remaining competitive on the playing field. Just recently the University of Minnesota,
under tremendous pressure from its central administration and board of regents, merged
their women’s and men’s athletic departments with hopes of saving overlapping
administrative costs in excess of $1.5 million (Suggs, 2002a; Suggs, 2002¢c). Even this
suggestion was seemingly insignificant as the department sought to erase a projected $21
million deficit by also proposing program cuts of their men’s and women’s golf teams as
well as the men’s gymnastics program (Furst & Schmidt, 2001). Although community
and alumni efforts to save the programs have to date kept them off the chopping block,
the aforementioned programs are under constant pressure to prove their worth.

Even more common has been the focus on winning football and men’s basketball
programs with hopes of increased ticket sales, television revenue, suite sales,
sponsorships, and alumni giving pattemns to offset escalating departmental costs (Chang
& Canode, 2002; Howard & Crompton, 1995; Miller, 1999; Padilla & Baumer, 1994
Rolnick, 1998; Sack, 2001; Sperber, 2002; Suggs, 1999a; Suggs, 1999b; Suggs, 2002d,
Zimbalist, 2001). In order to compete for high profile athletes, universities have seen an
explosion of facility renovations, expansions, and construction. Unfortunately, the
growth is limited to a select few and the gap between the rich and poor athletics
departments continues to grow. While colleges that are fortunate enough to operate in
the black seem to enjoy sizable profits, those that experience budgets in the red have
endured sizable losses (Suggs, 2000a; NCAA, 2001; NCAA, 2002a). Programs not

endowed enough to support multimillion dollar facility ventures have taken to
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eliminating home games in hopes of a sizable paycheck when visiting opponents such

as Ohio State, Nebraska, Michigan, Notre Dame, or Oklahoma but it still hasn’t stopped
the rich from getting richer. Reporting on the growing arms race in intercollegiate
athletics, the Minneapolis Star Tribune offered examples of stadium construction and
renovation costs across the nation:

Razorback Stadium (Arkansas) to get $110M facelift
North Carolina State spends $102 million to fix up its stadium
Florida State enlarges its stadium at a cost of $120 million
Ohio State finishes a $187 million stadium renovation
Penn State spends $93.5 million to expand its stadium
University of California-Berkeley pours $100 million of improvements
into its stadium
e Texas A&M spends $25 million to build a 110,000-square foot
football administration, tutoring, and training center.
Oklahoma hopes to raise $100 million for its football stadium
e Both Purdue and Wisconsin fix up their stadiums, spending nearly
$100 million apiece.

e Minnesota spends $6 million to improve its football practice facility
(Weiner, 2002)

While these athletics departments continue to attract the best athletes, most experienced
coaches and largest crowds, those without are seemingly left in envy.

Another tremendous revenue stream for the NCAA and Division 1 athletics has
been its men’s basketball programs. CBS has paid the NCAA $6.2 billion over eleven
years for broadcast rights, primarily for its Division I basketball tournament. According
to the NCAA revenue distribution formula with its new CBS contract, a school will now
receive $780,000 for each win in the Division I men’s basketball tournament. The
Knight Commission reports, “The television money, when parceled out, never seems
enough, and the benefits are never evenly distributed. The rich — that is, the schools more

in demand by network schedule-makers — get richer, and the poor go deeper and deeper
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into debt.” Disparities have widened to the point where the many under funded

programs trying to compete at the top level are perpetual losers, both on and off the field.
Again, facility expenditures allow a fortunate few to reap these benefits while most are
left hoping for “March Madness”.

While issues of academic integrity and gender equity are seemingly and
respectfully acknowledged and dealt with, the athletic arms race continues only on the
strength of the widespread belief that nothing can be done about it. Expenditures spiral
out of control only because administrators have become more concerned with financing
what is in place than rethinking what they are doing (Barlow, 2001c). When faced with
program reduction and department merger, the Board of Regents at the University of
Minnesota stated, “the only viable strategy short of increased financial support is to
significantly reduce expenses” (Furst & Schmid, 2001). While some programs attempt to
fight the arms race with budget inflation, others are left chopping programs and
skimming off the top of others.

Decreasing State Appropriations in Intercollegiate Athletics

In a time when athletics departments are counting on support from its central
administration, decreasing state appropriations leave athletic administrators justifying
their share. The University of Minnesota currently relies on a $10.8 million subsidy,
largest in the Big Ten, from central administration to support its $41 million budget
(Suggs, 2002a). As state financial support has decreased incrementally over the past
decade and undergraduate tuition and fees have steadily climbed, the university
community is less inclined to encourage continued allocation to athletics (Kellogg, 2002;

Lee, 2002b). Administrators are now more than ever challenged with trying to do more
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with less as the arms race escalates and budget appropriations are seemingly shifting

towards self-sufficiency.
Intercollegiate Athletics in the Sport Industry

While the managed sport industry has increased from an estimated $50 billion in
the late 1980’s (Sandomir, 1998) to an unprecedented $350 billion a decade later (The
Nation, 1998), intercollegiate athletics as a subdivision of the sport industry is feeling the
pressures to keep up with the industry’s economic growth. While it is true that in the
pursuit of wins, athletic department revenues are growing at a significant rate, the
consequence of this revenue growth has caused increasing expenses to force over 50% of
Division I athletic departments into the red (Lee, 2000).  Intercollegiate athletics in
America has become a powerful economic enterprise (Atwell, 2001; Barlow, 2001a;
Byers, 1998; Bynum, 2002; Covell, 2001; Fulks, 1998; Gagliardi, 2002; Howard, 1999;
Howard & Crompton, 1995; Opperman, 2002; Padilla & Buamer, 1994; Rolnick, 1998;
Sandomir, 1998; Schmidt, 2002; Shulman & Bowen, 2001; Sperber, 2002; Sperber, 2000;
Sperber, 1990; Stotlar, 2002; Suggs, 1999a; Suggs, 1999b; Suggs, 2000b; Suggs, 2001a;
Suggs, 2001b; Suggs, 2001c; Suggs, 2002d; Weiner, 2002; Zimbalist, 2001). Because of
increasing pressures to balance ever-escalating budgets, Division I intercollegiate athletic
programs are now looking to meet expenses in more creative and innovative ways than
ever before.

There is an ever increasing opportunity for economists and others in the sport
management field to develop a substantial base of literature as fiscal emphasis in sport
continues to increase (Szymanski, 2001). Scholars in fields such as strategic

management, finance, economics and higher education are introducing cost containment
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methods while the sport management research continues to emphasize both traditional

as well as innovative alternatives to increasing revenue in sport organizations. Themes in
the current sport management literature are thematic discussion on issues such as
economic impact analysis, commercialism, development endeavors in universities and
athletic departments, transformational leadership in intercollegiate athletics, and warnings
of academic transgressions (discussed earlier).

Perhaps the most significant contribution to capital management and resource
allocation is borrowed from strategic management theory embedded in a notion discussed
later — the resource-based view of the firm (RBV). Two particular studies have utilized
this concept in an attempt to explain patterns in the sport management industry. While
Amis, Pant and Slack (1997) generally apply the RBV to sport sponsorship at any level,
Smart and Wolfe (2000) use the RBV to uncover characteristics of a sustainable
competitive advantage in intercollegiate athletics. The RBV is often employed to provide
an explanation for competitive advantage and, in turn, superior performance among for-
profit firms (Barney, 1991; Black & Boal, 1994; Collis & Montgomery, 1995).
Underlying the RBV is the assumption that a resource with the appropriate attributes may
ensure, or at least contribute to, an enduring competitive advantage. For example, if an
assistant football coach’s salary has historically been deemed the most important aspect
of endured program success because the probability of keeping that coach increases as
does salary, then any given program would be remiss if they ignored that particular
resource. If it is then researched and proven that common values and coaching styles
among coaches better determines assistant coaching tenure, which in turn is a direct

contributing attribute to program success, football programs would not be financially
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efficient if they continued to place priority on increasing salaries. If organizations can

determine which of those resources are most valuable to an endured competitive
advantage then allocation, or reallocation, of resources may by a prudent business move.

Amis, Pant and Slack (1997) provided a framework to explain which distinct
competencies give a firm an edge over its competition to any external characteristics such
as industry structure or market trends in terms of sport sponsorship. Since commercial
sponsorship is an investment, in cash or kind, with hopes of an exploitable commercial
potential, sponsorship is a resource that may be valuable in sustainable competitive
advantage. Results showed that there have traditionally been two ways in which a firm
has been able to transfer an intangible resource such as sport sponsorship in an endured
advantage; preponderance and serendipity. On one hand, preponderance refers to the
approach taken with athlete endorsements where corporations hope to align themselves
with a high profile athlete whose reputation and public image allows a mental association
or relationship between the two. Serendipity, on the other hand, approaches the other end
of the spectrum. Here corporations try to predict future trends by aligning themselves
with an athlete who shows promise of future positive publicity but is not yet demanding
market driven endorsement contract money. Regardless of whether an organization
chooses to use preponderance or serendipity in their sponsorship objectives, sport
sponsorship proves to be a valuable resource in predicting a sustained advantage over
competition.

An exploratory investigation of Penn State University’s football program (Smart
& Wolfe, 2000) applied the RBV to account for its stable competitive advantage.

Relying on logic that “suggests high performing individual athletic programs lead to
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higher performing athletic departments, which, in turn, may enhance overall university

performance both directly and indirectly” (p. 135), it was proposed that an institution that
posses exploitable human and physical resources can take advantage of its enduring
athletic success institution wide. Smart and Wolfe determined that those resources most
accountable for Penn State’s standing success of their football program were history,
relationships, trust and organizational culture that have developed within the program’s
coaching staff. The authors go on to remind us that Mahoney (1995, p.92) suggests, “The
catalyst for the resource-based theory is the resource of management...a firm may
achieve (superior performance) not because it has better resources, but rather the core
competencies of the firm involve making better use of its resources.” In this particular
analysis, staff Jongevity is most rewarding when considering importance of those
resources necessary for sustained football program success. While success may vary
among institutions, it is undoubtedly of priority to operate both efficiently and
effectively. Whether presidential or administrative priorities call for success in financial
measures or those associated with wins and losses, it is crucial to determine what
allocation of resources is most effective.

Although this approach is most appropriate in a specific scope, as exemplified in
the case of Penn State University’s football program, the underlying notion lends itself to
potential study in intercollegiate athletics. As Smart & Wolfe (2000) proved at Penn
State University, resource emphasis within a specific program leads to that program’s
endured competitive advantage. If that concept is extended, proper allocation of
resources within an entire department may in turn lead to the sustained success of that

respective intercollegiate athletic program.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



26
Often times when facility construction or renovation is proposed by a

professional franchise or an intercollegiate athletic program, public money is sought to
help offset costs. A common approach used by those seeking funds is to argue that the
new facility or program will have a positive economic impact on the respective
community or investors (Chang & Canode, 2002; Howard & Crompton, 1995; Hudson,
2001). The purpose of the economic impact analysis is to measure the change in
economic activity resulting from a specific program or project. Hudson (2001) used
meta-analysis to determine that the economic impact studies in his sample tended to use
methodologies that would inflate the economic impact of the sports teams being studied.
Although there are a few highly paid athletes or administrators relocating themselves to
the community, the several lowly vendors employed to staff such events has very little
effect on the local economy.

Studying the economic impact of the addition of an intercollegiate athletic
football team at the University of South Alabama, Chang and Canode (2002) predicted
that the benefits brought to the university and community were offset by the programs
start-up expenditures and recommended that program expansion be tabled until further
analysis could be done. Although the new football program was predicted to boost
economy annually between $9,181,803 and $9,742,803 through visitor spending, transfer
of local disposable income spending to the community, new jobs, taxes, and many others,
considerations of Title IX requirements, facility maintenance costs, travel expenditures,
and a slow economy makes the endeavor high risk.

Commercialism, by definition, is “the practices, methods, aims, and spirit of

commerce or business” (American Heritage Dictionary, 1991). In sport, this constitutes
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the use of sponsorship sales, television and radio contracts, naming rights, suite sales,

endorsement contracts, and ticket revenue, to name a few (Amis, Pant & Slack, 1997,
Atwell, 2001; Bynum, 2002; Howard & Crompton, 1995; Padilla & Baumer, 1994;
Stotlar, 2002). Using methods borrowed from the private corporate sector, sport
sponsorship in all of its forms is necessary for economic survival in the sport industry.
While expenses continue to grow, and traditional methods of revenue are either tapped or
decreasing, sport managers are turning to budget inflationary methods to combat
escalating costs. While this approach has endured success on the professional sport front,
the majority of intercollegiate athletic programs can very seldom take advantage of such
revenue opportunities. When costs and prices continue to rise and revenue streams are
seemingly dry, it is imperative that alternative methods of fiscal efficiency are presented
to those who cannot afford to invest in commercialization ventures or simply do not have
the resources available to take advantage of innovative revenue opportunities.

Colleges and universities rely heavily upon their alumni and other supporters to
give generously to support all higher education programs, intercollegiate athletics
included. One advantage that colleges and universities enjoy over their professional
league counterparts is the captive audience of alumni who tend to generously support
academic and athletic programs. To meet rising expenses, college and university
presidents actively seek private contributions to support the educational mission of their
institutions. An important strategic issue in this regard concerns the relative roles of
successful athletics traditions (Plinske, 1999; Rhoads & Gerking, 2000). Using a fixed
effects analysis of panel] data for the period 1986-87 to 1995-96, Rhoads & Gerking

(2000) found that there is little indication that year-to-year changes in athletic success
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have an impact on levels of giving from non-alumni. However, evidence did present

trends in alumni giving patterns in reaction to athletic performance. Years following
football bowl wins or NCAA tournament appearances by men’s basketball, alumni were
more generous in their donations to both educational and athletic development funds.
Altematively,' NCAA probation and poor performance years in football or men’s
basketball saw decreased alumni giving patterns. This suggests that athletic success
plays a crucial role in the development process for both academia and athletic
programming.

One of the most widely researched topics in the intercollegiate athletic literature
comes from organizational management and transformational leadership theories. A
tremendous amount of literature has been contributed trying to determine common
leadership traits in intercollegiate athletics, perceptions of athletic administrators by their
employees and its relationship with productivity, mentorship traits, opportunities and
necessity in intercollegiate athletics, and organizational design (Baxter, Margavia &
Lambert, 1996; Cunningham, 2002; Mahony & Pastore, 1998; Putler & Wolfe, 1999;
Scott, 1999; Stoldt, Miller & Comfort, 2001; Trail & Chelladurai, 2000; Weaver &
Chelladurai, 2002). Although the bulk of this literature touches upon many controversial
and prudent issues in intercollegiate athletics, such as Title IX consequences and
unintended consequences, lack of diversity in administrative positions, and motivational
techniques in intercollegiate athletics, it makes no attempts at explaining the financial
peril of intercollegiate athletics nor does it offer suggestion for economic or financial

reform.
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Financial Management Outside of Sport

Public and private business executives are perpetually searching for creative and
innovative techniques to balance a seemingly spiraling budget while necessarily creating
a competitive advantage in their respective market. While the economy continues to
follow its downward cycle, a reexamination of spending initiatives has lead to project
resizing, encouraged better capital management, and reallocation of resources (Nelson,
2002).

Suggestions for Financial Management in Business Literature

While the business of Division I intercollegiate athletics continues to escalate, so
too does the controversy over its spiraling budgets. As mentioned earlier, it has become a
race to build pristine multimillion-dollar facilities and pay high-priced coaches with
hopes of attracting top-notch athletes. In doing so budgets have become out-of-control in
intercollegiate athletics, leaving administrators and academics alike wondering how to
reverse the deepening red. Business in both the public and private sectors have for years
attempted to advise ways to combat unnecessary costs and budget enlargements while
continuing to compete for market share. If college athletics are truly transposing into
big-time business conglomerates, perhaps a brief inspection of the business literature
related to fiscal management and resource allocation is prudent.

Capital efficiency has become the mantra of CFOs and finance directors
worldwide. Generated by economic instability and a setting of decreasing interest rates,
concentration has shifted towards capital management and fiscal efficiency (Haddock,
2001; Mintz, 2002; Nelson, 2002; Peacock & Copper, 2000; Pratt, 2002; Sissen, 1999;

Zolkos, 2000). Contributing to project resizing or reallocation of organizational
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resources has been the recent shift in spending initiatives of financial institutions

(Nelson, 2002). Industries such as airline, paper, medical, technology, financial, and
government agencies, to name a few, are experiencing an economic period that calls for
stricter fiscal management.

Providing a prescription of radical fiscal management in, but not limited to, the
pulp and paper industry, Arwidi et al (1999) suggested five basic principles that apply to
companies that excel at capital productivity:

Companies set tough expectations for cash flow and returns
They ensure that planning is linked to the business strategy
They develop new attitudes toward risks

They redesign the process
The companies recognize performance

bl .

As the authors pointed out, perhaps the most crucial of these is maximizing the return on
the total investment portfolio at an appropriate level of risk. This is an organizational
mindset in which the culture of all managerial levels embraces and believes in the
investment decisions. While this concept is very intangible in nature, forcing
accountability in tangible ways is most likely to stimulate the biggest behavioral change
in the company. Assigning all levels of managers to personal responsibilities for
achieving the targets of the investment proposal may prompt these employees to consider
improved analysis of certain investment proposals and reduce the size of the investment
drastically.

Sissen (1999) reported, ““...while commercial banks have been the primary source
of debt finance, many banks are increasingly emphasizing capital efficiency rather than
asset growth and have withdrawn from the low-margin aircraft finance business.” (p. 2)

Mintz (2002) discussed how the Canadian government promotes its country as a strong
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business environment in which to operate because of their dedication to better fiscal

management. Expenditure constraint, resource reallocation, tax cuts and debt relief have
allowed growth in incomes for Canadians and more resources to fund social priorities
(Mintz, 2002). Both examples show it has become increasingly more important to focus
on those things that can be internally controlled rather than rely upon the instability of
local, national or even global economy.

Although the business literature is very thorough in providing suggestion and
alternative solutions to fiscal management, a recent development in the strategic
management literature, the Resource-Based View (RBV) of the firm, is of particular
interest in this review. Strategic management within any public or private sector is
commonly underscored with the overriding aim to attain a position of sustainable
competitive advantage (Amis, Pant & Slack, 1997; Barney, Wright & Ketchen, 2001).
The RBYV is often employed to provide explanation for competitive advantage and, in
turn, superior performance among for-profit firms (Barney, 1991; Black & Boal, 1994;
Collis & Montgomery, 1995). This perspective of understanding strategic advantage has
attracted the attention of a growing number of scholars from various theoretical
frameworks, including sport management (Amis, Pant & Slack, 1997; Mahoney, 1995;
Mahoney & Pandian, 1992; Smart & Wolfe, 2000). Evidence of a competitive advantage
has been established in the corporate sector that shows correlation to above normal
economic performance (Barney, 1991). Six major categories of resources from which a
sustainable advantage may be derived have been suggested: financial resources, physical
resource, human resources, technological resources, organizational resources, and the

resource of reputation (Smart & Wolfe, 2000). As these resources often times vary from
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firm to firm, investment decisions need to be based on a firm-specific agenda,

dependent upon an individual company’s strategy and capabilities (Conner, 1994; Grant,
1991).

Overcoming an important limitation inherent in previous research developed to
explain and predict competitive advantage, the RBV shifts its focus internally. Rather
than focusing principally on external opportunities and threats, the RBV widens its focus
to the internal role of organizational resources, which can be either tangible or intangible
in nature (Duncan, Ginter & Swayne, 1998; Hall, 1992; Smart & Wolfe, 2000). As
mentioned earlier, common values and beliefs among coaches may be predictive in
football program success, which would be an example of an intangible organizational
resource. However, if in fact it is most important to place emphasis on assistant coach’s
salary this tangible resource should be emphasized. By nature, the RBV suggests that
any organizational resource properly utilized may lead to, if not guarantee, a sustained
competitive advantage in a market with those competing for similar resources and
consumers.

The RBV stipulates that firms are endowed with heterogeneous bundles of
resources and that competitive advantage accrues if a resource or combination of
resources is a) valuable, b) rare, and ¢) imperfectly imitable through duplication,
substitution, or acquisition (Smart & Wolfe, 2000). Inherent in the third condition
(inimitability) is the notion of imperfect mobility (Hall, 1992; Peteraf, 1993). These
resources must be firm, specific, and not tradable, even if one firm is merged into another
via acquisition (Hall, 1992). This theoretical framework is insistent that all three

characteristics must be present in order for enjoyed sustainable competitive advantage.
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Barney (1991) further defines resource attributes to have the potential of contributing to

sustained competitive advantage:

1. It must be valuable in the sense of enabling an organization to exploit
opportunities and/or neutralize threats. Resources that are valuable enable
an organization to conceive of and/or implement strategies that improve its
effectiveness.

2. It must be rare among current and potential competitors. A resource that
is possessed by a large number of organizations will not be a source of
competitive advantage.

3. It must be imperfectly imitable in the sense that competing organizations
face cost and/or quality disadvantages in developing a duplicate of the
resource or in developing an appropriate substitute for it.

Although this theory has had limited application in sport management literature,
and even less so with relevance to intercollegiate athletics, its underlying concept has
great utility for understanding the importance of resource emphasis and allocation.
Although the RBV is intuitively appealing to study resource management in
intercollegiate athletic departments as a whole, it will not be directly applied in this study.
Rather than directly applying the model, the underlying concept will be similar. If it can
be determined which specific resources are most crucial in sustained competitive
advantage in intercollegiate athletics it would behoove athletics administrators to focus
on resource reallocation. The notion of linking success, whether it is financially in
corporate literature or wins and losses in intercollegiate athletics, with resource
distribution is an element that has not been sufficiently addressed in the sport
management literature.

Suggestions for Financial Management in Higher Education

It is important to inspect how higher education in general is keeping their house in

order during financial uncertainty as this is ultimately where intercollegiate athletic
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departments exist. As leaders and administrators in higher education recognize the

importance of cost reduction and fiscal management, their associates in intercollegiate
athletics must not stray. In fact, perhaps athletic administrators could borrow cost
reduction and resource allocation tactics from their higher education colleagues. If
athletic administrators are going to rely on state aid for financial support they will
inevitably suffer if cost containment strategies are not employed.

Over the past decade, the increasing costs for a college education has become a
prominent concern among the American public, institutions of higher education, and the
state and federal governments. Although state appropriations for higher education
generally increased throughout the 1990’s due to a strong economy, cost management
strategies and improved productivity are common themes in higher education literature
(Gaither, 2002; Layzell & Caruthers, 2002; Middaugh, 2002; Robst, 2001). As escalating
costs are continually of major concern in the academe, emphasis has been placed on
efficiency and productivity. Now higher education administrators are faced with
declining state and federal aid and must employ cost efficiency strategies in order to
maintain competitive in the higher education marketplace. Middaugh (2002) suggests
that while doing so, the cost of higher education is under scrutiny as “the 1998
congressionally created National Commission on the Cost of Higher Education called for
greater accountability with respect to how colleges use fiscal and human resources and
some level of federal oversight appears to be inevitable” (p. 43).

Howard Bowen (1980) said, while studying price and cost in higher education,
that colleges and universities raise as much money as they can and then spend as much as

they raise. In an attempt to control higher education costs and force institutions to
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provide an education more efficiently, government officials are proposing use of

performance measures and limited state appropriations for higher education. Robst
(2001) suggests that reductions in state appropriations combined with increases in tuition
revenue between the years 1991 and 1995 resulted in universities receiving a smaller
proportion of revenues from state appropriations and a larger proportion from tuition.
Operating under the assumption that reduced state appropriations would increase
efficiency in higher education institutions, Robst attempts to prove, or disprove, this
theory. In short, he found that institutions with a smaller state share of revenues are not
more efficient than those with a larger share from the state. Also, the proportion of
revenues from tuition increased during the sample period for the vast majority of
universities due to tuition revenue growth combined with either reductions or limited
growth in state appropriations. Contrary to public official claims, institutions with
smaller state share declines increased efficiency more than institutions with larger state
share reductions.

Gaither (2002) presents “a currently used participatory method of institutional
choice to plan for financial setbacks” (p. 27). As stated earlier, the latter years of the
1990’s were comfortable for American higher education, with healthy growth in
enrollment followed by increased state appropriations. But projected fiscal outlook for
the next decade looks less supportive as higher education costs increase along with
enrollment while state and federally mandated programs, such as Medicare, will compete
with higher education for limited dollars. A special report presented by The Chronicle of
Higher Education concluded, “For public colleges, a decade of generous state budgets is

over (Chronicle of Higher Education, 2001, p. A10). Institutions are now considering
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traditional cost conserving methods such as consolidating programs, interinstitutional

partnerships, and use of technology (Gaither, 2002). Gaither uncovered and advocated
the necessity for anticipation and planning for cost efficiency programming due to
today’s economic climate. After enjoying a time of unrestricted program growth and
fiscal prosperity, resource allocation, or reallocation, has become a necessary tool in
offsetting predicted program contraction or other cost saving ventures. By anticipating
an economic slowdown and potential appropriation reductions via priority setting and
other fiscally responsible procedures, higher education can keep escalating costs at a
minimum to its consumer...the student.

The opportunity cost of some higher education programming has severely limited
the resources for other necessary activities. As programs funded by state appropriations
increase escalating costs for students, other programs suffer as they seek cost cutting
methods as a means of survival (Layzell & Caruthers, 2002). In an essay suggesting that
not one single method is an adequate answer for all financial challenges in higher
education, Layzell and Caruthers (2002) remind us that an institution’s enrollment level
has a direct impact on the cost, as well as efficiency, of providing services. Typically
used to describe size-related effects on cost, “economy of scale” refers to the
phenomenon in which the unit of cost of producing a good or service decreases as the
number of units produced increases, thus allowing fixed costs to be distributed over a
larger number of units. As applied to higher education, Layzell and Caruthers use this
concept to suggest that the per-student cost should be lower at a larger institution than at
one smaller, everything else being equal. Focusing on the consumers of higher education

cost data and their varying perspectives as well as appropriate use of cost data and its
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relationship with major issues in higher education, Layzell and Caruthers end their

commentary with suggestions of a cost-sharing approach. Originally endorsed by the
Carnegie Commission for Higher Education in the early 1970’s, one recommendation
was that students and their families (via tuition) should finance one-third of total
educational costs and states and the federal government should bear the remaining two-
thirds of the direct cost. While this approach has not been utilized verbatim, financing
policies in higher education nationwide were guided by this recommendation. Again, as
higher education is experiencing reductions in state appropriations they are forced to
reassess allocations and account for costs.

Cunningham and Merisotis (2002) sought to, among other things; analyze the
costs and prices in both the public and private not-for-profit sectors of education. While
the aforementioned research focused exclusively on cost management and fiscal
efficiency, this study includes considerations of revenue resources, of which tuition is
only one supplemental source. Public and private institutions operate differently in terms
of their revenue sources and the amount of political influence on decisions about tuition
and enrollment levels. Public institutions are heavily subsidized with state tax dollars,
and pricing decisions are policy decisions shared between state governments and
institutional governing boards, with tuition revenues often treated as offsets to state
appropriation levels. Thus, enrollment demand at public universities is determined less
by market conditions, including price, than are enrollments at private institutions, where
price-setting decisions are influenced by internal budget considerations. Private
institutions, however, are more likely to be influenced by external market conditions,

such as fluctuating income levels and perceptions of quality and reputation.
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Cunningham and Merisotis found that both public and private institutions saw

undergraduate tuition and fees increase between academic years 1888-89 and 1995-96.
Also, both public and private institutions accounted for increasing proportions of total
educational and general revenue over this same period with gross tuition revenue. While
private institutions saw decreased revenue support from endowment income and private
gifts, grants, and contracts, public institutions saw an incremental decrease in state
appropriations that account for total revenue. It is important to note, however, that while
state appropriations continue to decrease they still remain the greatest source of revenue
and is the single most contributive factor associated with tuition and fees changes.
Inherent in these findings is again the direct relationship between tuition and an
institution’s level of reliance on state support.

As experts warn intercollegiate athletics administrators of over-commercialization
and the inevitability of budget crisis with the current arms race, it is imperative that
research offers suggestion for alternative solutions in financial crisis. While current
literature in sport management places emphasis on potential perils of the arms race,
moral, structure and leadership issues, and alternative revenue streams, concepts abound
in business and higher education literature have not yet been adopted. Instead of
proposing solutions through increased revenue, which has proven at times to be less cost
effective than productive, research needs to present fiscal efficiency and capital
management resolutions for those in budget crisis. Perhaps the most relevant concept
that can be applied is the idea presented by the resource-based view of the firm, which
stipulates that sustained competitive advantage will follow those who place emphasis on

proper resource management, rather than resource acquisition. It is time for athletic
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administrators to accept fiscal responsibility by employing strategic financial

management.
Success Measures in Intercollegiate Athletics
If it can be established that emphasis placed on resource allocation rather than the

arms race can lead to success on the playing field then tremendous pressure will be lifted
from athletic administrators, allowing them to focus on fiscal efficiency instead of
increasing revenues. In order to determine proper allocation of resources that will lead to
organizational success, it is important to define success in terms of intercollegiate
athletics. The measure of success is one that is very individually defined; usually resting
on whether or not a given entity has achieved that which it had set out to accomplish
(Slack, 1997). Often, success can be measured in business by whether or not a given
organization operates in excess or deficit from a financial perspective. The recent shift in
the commercialization of intercollegiate athletics (Howard & Crompton, 1995; NCAA,
2001; Sperber, 1990; Sperber 2000) has seen both an increase in revenue generation
attempts as well as concern over the distancing of the academic and athletic mission.

“In the 1970’s and 1980’s, big-time athletic departments became

franchises in College Sports Inc., a huge commercial entertainment

enterprise with operating methods and objectives frequently opposed to

the educational missions of the host universities” (Sperber, 2000).
Statistics provided by the NCAA (2002b) show that Division I athletics on average
actually operate in the black, leaving a modest amount of excess, $600,000 on average,
after all expenses have been covered. However, when broken into Division I sub-

categories (Division IA, Division IAA, and Division IAAA) only the largest actually

experience this surplus, and in fact less than ten departments in all account for the total
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surplus (Shulman & Bowen, 2001). Therefore, financial stability and proper fiscal

management are important concepts for athletic administrators.

Intercollegiate athletics has many levels on which success can be measured, often
times stemming from historically problematic issues. Such areas of interest include
compliance with NCAA regulations, gender equity, graduate rates or grade point average,
financial stability, and the measure of wins and losses on the playing field. Literature in
the field of sport management, specifically intercollegiate athletics, has attempted to
define success in many ways. It can be argued that measuring success in an athletic
department should include several operating and outcome factors other than simply
number of championships won (Scott, 1999). Factors that have been suggested as
measures of success in intercollegiate athletics include goal aftainment, ability to properly
manage system resources, budget efficiency, stakeholder satisfaction, employee
longevity, and win-loss percentage (Cunningham, 2002; Putler & Wolfe, 1999; Sack,
2001; Scott, 1999; Smart & Wolfe, 2000; Trail & Chelladurai, 2000).

An organization’s mission statement generally gives value and identity to an
organization and describes the reason for the organization’s existence (Slack, 1997). The
following excerpts from three randomly selected Division I university athletic department
mission statements resound common themes found in intercollegiate athletic success
measures:

e “Notre Dame endeavors to maintain a highly competitive athletics program

consistent with its tradition, heritage, and overall mission as a Catholic university.

[The intercollegiate athletic department] comprises an integral part of Notre

Dame’s educational mission and will dedicate itself to the pursuit of excellence in
intercollegiate athletics.” (University of Notre Dame Athletics, 2002)
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e “The University Athletic Association (UAA), demonstrating leadership in all

aspects of intercollegiate athletics...will attain excellence in athletic

performance, sportsmanship, financial strength, and superior fan satisfaction.”

(Florida University Athletic Association, 2002)

e “We will sustain a strong financial and community base of support by presenting
outstanding intercollegiate athletic teams that provide quality entertainment,
outstanding mentors and role models, and a positive public identity for the
University.” (The Ohio State University Department of Athletics, 2002)

Notable measures resound in each mission statement. Notions of financial prosperity and
integrity, personal character, and winning are all integral priorities in intercollegiate
athletics.

For the purpose of this study, success will be operationally defined as final
athletic season standing in the Sears Directors’ Cup. The following section will discuss
the evolution of the Sears Directors’ Cup and why it is an effective tool in measuring
intercollegiate athletic success.

The Sears Directors’ Cup

The competitive nature and intensity exhibited by young amateur athletes has not
stopped at simply the desire to win one national championship in a particular sport, but
rather recognition as being the most highly competitive and well-rounded program
nationally at the collegiate level. Recognizing that an all sports award may induce
emphasis in administrative and institutional support all sports, both high and low profile,
the National Association of Collegiate Directors of Athletics (NACDA) first introduced
its Directors’ Cup during the 1993-94 athletic season. With the financial and
administrative support from Sears, Roebuck and Company, the Sears Directors’ Cup

continues as the only cross-gender, cross-conference, all-sports national recognition in

college athletics.
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National Association of Collegiate Directors of Athletics (NACDA)

Headquartered in Cleveland, OH, and supporting memberships from more than
6,100 collegiate athletic administrators from the NCAA, NATA, and junior and
community colleges, NACDA is responsible for supporting athletic administrators and
their duty to academics and intercollegiate athletics as well as serving as a platform for
discussion, education and student mentoring. Founded in 1965, NACDA’s mission is to
“...serve as the professional association for those in the field of intercollegiate athletics
administration”. It provides educational opportunities and serves as a vehicle for
networking, the exchange of information, and advocacy on behalf of the profession”
(http://nacda.ocsn.com/nacda/nacda-admin.html). In addition to offering collaboration
for athletic administrators through publishing industry journals and sponsoring annual
professional conventions, NACDA provides programs and support for athletic
professionals in compliance, marketing, facilities and athletic development. Also a
resource for answers to frequently asked questions in intercollegiate athletics, current
issues and news in the field as well as the most recent job listings across the nation,
NACDA serves as an all-inclusive organization promoting the very nature of its
membership.

In addition to the support of athletic administrators, student-athletes and future
athletic administration professionals, NACDA also recognizes those intercollegiate
athletic programs that promote success across all athletics, not simply those most often
seen in the newspaper or on television. Hoping to identify intercollegiate athletic
programs that address diversity in support of all athletics, NACDA first awarded the

Sears Directors’ Cup for the 1993-94 season
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(http://nacda.fansonlv.com/searsdirectorscup/nacda-searsdirectorscup.html). As this

award promotes success across all programs in athletics, currently the only honor of its
kind in intercollegiate athletics, emphasis placed on the Sears Directors’ Cup final
standings encourages programs to diversify their support into those programs that have
seen little attention in the past. As the prestige of this prize grows so too does the
importance of athletic administrators to recognize the value of an all-inclusive sports
program at the collegiate level.
Evolution of the Sears Directors’ Cup

In 1993-94, NACDA presented the first cross-sectional all-sports national
recognition award for both men’s and women'’s sports, the Sears Directors” Cup (SDC).
This award, implemented to acknowledge those with broad-based competitive programs
in intercollegiate athletics, has remained the only objective measure of its kind of on-field
success in intercollegiate athletics (NACDA, 2002). Each June, four Waterford Crystal
trophies are awarded to the institutions in NCAA Divisions I, II, and Il and the National
Association of Intercollegiate Athletics (NAIA) that compile the highest combined point
totals in women’s and men’s sports. Initially, the SDC awarded points to individual
athletic programs based on their final national standings in 14 core sports and 4 “wild
card” sports, allowing each institution to choose those sports they excelled at outside of
the traditional collegiate competition sports. Recognizing that scoring trends seemed to
favor institutions that could afford to support those sports thought to be traditional
(football, basketball, volleyball, baseball, golf, tennis, etc), NACDA implemented a

number of scoring changes in 1997-98 that sought to level the field (“National-level
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achievement”, 1997). Scoring criteria for NCAA Division I athletics presented by the

NACDA Web site (2002) is as follows:

e Each institution will count its top ten men’s and top ten women’s scoring teams
toward SDC standings.

e Men may use any of the following varsity level sports: baseball, basketball, cross
country, football, golf, gymnastics, ice hockey, lacrosse, soccer, swimming &
diving, tennis, track & field, volleyball, water polo, and wrestling.

e  Women may use any of the following varsity level sports: basketball, cross
country, field hockey, golf, gymnastics, lacrosse, rowing, soccer, softball,
swimming & diving, tennis, track & field, and volleyball.

o Points are awarded based on post-season championship appearances and success.

(See Appendix A and B for team and individual scoring structure)

This new scoring structure does not differentiate or weight sports based on significance
or perceived importance, but rather awards points systemically for every competition.
For instance, if a university were to win the NCAA Division I Men’s Basketball National
Championship, that athletic department would be awarded the same point total as would a
university whose athletic department saw their women’s soccer team win the NCAA
Division I Women’s Soccer National Championship, 100 points. The points for all
other places are now based upon bracket size (see Appendixes A & B).

Formerly presented by Sears, Roebuck and Co., USA Today and NACDA, the
Sears Directors’ Cup seems to have found a scoring system that rewards on-field
performance across all sports, men’s and women’s, high or low profile, without bias or
favoritism. Enjoying tremendous success in the SDC has been Stanford University, now
reigning Division I Sears Directors’ Cup champions eight years running (see Appendixes
C, D, E, and F for five-year aggregate standings). Among those also finishing in the top

five over the last five years are UCLA, Florida, Michigan, and Georgia, which shows a

dedication to diversity in programming and support. The prestige of the Sears Directors’
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Cup is evident as athletic directors now place precedence on the national all-sports

award. "Each year Stanford's student-athletes and the athletics department strive to win
the Sears Directors' Cup, the measuring stick for college athletics,” said Stanford
Athletics Director Ted Leland. "Through the Sears Directors' Cup program, Stanford's
student-athletes, coaches and support staff are rewarded for their dedication to excellence

in all sports.” (http:/nacda.ocsn.com/searsdirectorscup/previous/div1/1999-

2000/final/div1-00final01.html)

The SDC standings are posted and updated regularly on the NACDA website and
are archived since the 1993-94 season. These results are tabulated seasonally (fall,
winter, spring) as well as annually, providing final SDC standings since its inception.
Also available is SDC scoring broken down by individual school final standings as well
as a detailed numerical description of the individual team points awarded to each
institution.

Similar Success Measurement Attempts in Intercollegiate Athletics

The use of SDC standings or points has somewhat limited use in research. Sagas
et al. (2000) used SDC points as an incentive to urge substantial proportionality in
intercollegiate athletics in compliance with Title IX. Using the PAC 10 Conference as a
case study, they found that there was a very strong correlation (.96) between an
institution’s overall SDC points and those points that came from women’s sports. Also, a
strong correlation (.82) was exhibited between the level of financial commitment to
women’s programs and their subsequent scoring in the SDC. Sagas et al. then suggested
that revenue from bowl games and basketball payouts be distributed to individual

conference athletic departments based on their respective SDC point totals. If a
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department places priority in SDC standings and relies upon conference revenue

sharing for financial survival, recognition of the high correlation between women’s
success and overall success would encourage colleges and universities to emphasize
opportunities for women in athletics. Although this study used SDC standings to
calculate percentage of revenue sharing, it failed to recognize the also high correlation
noticed between men’s sport point totals and SDC standings. It is only logical that if
either men’s or women’s sports finish high in SDC points that would in turn result in a
higher SDC finish.

In a recent publication of U.S. News & World Report (“America’s best”, 2002),
all 321 NCAA Division I member institutions were surveyed and analyzed across four
categories. After discounting those departments who had experienced NCAA sanctions
over the last ten years, the remaining institutions were ranked according to gender equity,
win/loss record, number of sports offered, and graduation rates. Although SDC standings
were not utilized with this ranking method, the top twenty presented by U.S. News &
World Report were measured in their overall wins on the competitive playing field,
similar in premise to the Sears Directors’ Cup.

A comparison between those finishing in the 2000-2001 U.S. News & World
Report rankings and the top twenty of the 2000-2001 Sears Directors’ Cup final standings
reveals only four schools appearing in both, Stanford, Michigan, Penn State, and Duke
(see Appendix G for complete results). Another interesting observation between the two
is that the Sears Directors’ Cup final standings exhibits success across many of the top
six conferences in intercollegiate athletics (ACC, Big 10, Big 12, Big East, PAC 10,

SEC), all conferences that experience tremendous payback from football bowl games and
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NCAA basketball championships. The U.S. News & World Report rankings, however,

includes five Ivy League institutions (Brown, Cornell, Dartmouth, Harvard, and
Princeton), who have a conference-wide agreement not to make football bowl game
appearances and have enjoyed little recent success in post-season basketball competition

(http://www .ivvyleaguesports.com/whatisivy/index.asp).

Another attempt to “grade” success in intercollegiate athletics has been presented
by The Sporting News (2000) in their report, “The Sporting News’ Best College Athletic
Program for 2000”. The evaluation looks at each school’s entire athletic program, but it
focuses on the two college sports that their fans tend to care about the most: football and
men’s basketball. All schools were graded in four categories: “Do we win?”, “Do we
graduate?”, “Do we rock?”, and “Do we play fair?”. Schools were not only evaluated on
how well their football and men’s basketball programs faired, but also on the number of
teams each school sponsored, the graduation rate for all student-athletes, the extent to
which schools have complied with the gender equity requirements of Title IX, and finally
the frequency of NCAA probation. While winning, graduating and playing fair are all
very self explanatory, The Sporting News used “Do we rock?” as an attempt to measure
the “fun” side of intercollegiate athletics, awarding more points for those programs that
sell out, or come close to doing so, their football and men’s basketball home games.

When comparing these final grade reports to the Sears Directors” Cup final
standings of 2000-2001, the results are much more similar than when compared to the
U.S. News and World Report rankings. Thirteen of the top twenty-five in The Sporting
News report also appear in the top twenty-five SDC final rankings (see Appendix H).

This is not surprising, given the nature of emphasis in The Sporting News grading scale.
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As mentioned earlier, the SDC standings show parity in top twenty-five standings

between the big six conferences, but leave little room for lower profile conference
institutions. Since The Sporting News placed emphasis on football and men’s basketball,
those sports that the big six conference member schools dominate, it is only natural to see
very similar results.

Sports- Hlustrated (2002) ranked all 324 of colleges in NCAA Division I
programs, voting Texas the most successful athletic department in the nation in the
academic year 2001-02. Using weighted measures on student-athlete graduation rates,
final Sears Directors’ Cup standings, wins and losses as well as money made from
revenue producing sports such as football and men’s basketball, nonrevenue sport on
field success, intramural and club sport programming, and finally student support of
athletics programs. The weighted scale used by Sports Illustrated is quite obviously
similar to that used by The Sporting News as those schools that often dominate the higher
profile sports enjoyed higher rankings than those that place more emphasis on the
academic agenda of a student-athlete. Eighteen of the top twenty-five sports programs
presented by Sports lllustrated are also found in the aggregate top twenty-five SDC
standings over the last five years (see Appendix I). This should not come as a surprise,
given that one of the criteria used by Taylor (2002) was final SDC standings.

Most recently, commissioned by the NCAA, Sebago Associates (Litan, Orszag, &
Orszag, 2003) published an analysis of the empirical effects of intercollegiate athletics,
with special emphasis placed on financial effects. The report relies on previous academic
studies, Equity in Athletics Disclosure Act (EADA) reports, and data provided from other

sources such as the Integrated Post-Secondary Education Data System to react to two
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common views on empirical effects in intercollegiate athletics. One is referred to as

the “Flutie effect”, suggesting that a school benefits both directly and indirectly from
their athletic programs. The other is that the reported “arms race” is threatening the
integrity of college athletics as well as those universities who support them. Also, a
survey of chief financial officers from 17 Division I schools was used to capture
qualitative data pertaining to the utility of such aforementioned reports as well as their
overall effectiveness in data recording. Ten hypotheses focusing on Division IA
intercollegiate athletics were tested, five of which were confirmed.

One interesting finding was that budgets in intercollegiate athletics represented
roughly 3.5% of the total institutional budget. This dispels anecdote that athletic costs,
football in particular, consume large amounts of total institutional financial resources.
After total institutional support was discovered, this study focuses its attention largely on
the effects of football and men’s basketball, attempting to draw conclusions to spending
and revenue trends over the last couple decades. One discovery was that football and
men’s basketball markets show mobility in expenditure, revenue, and winning
percentage. This indicates that over the course of time (1993-2001 in particular) there
seems to be a shift in those programs that spend, make, and win, showing little
persistence in quintiles.

With regard to operating expenditures, Litan, Orszag, & Orszag (2003) revealed
that an increase in football and men’s basketball operating expenses are not associated
with any change, most notably an increase, in net revenue. Also, an increase in these
same expenditures does not increase winning percentages, nor are higher winning

percentages associated with an increase in net revenue. Although these findings are very
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significant, the report does qualify itself in the fact that it has only studied medium-

term effects, or over the last eight years. If continued analysis occurs over a longer
period of time, trends that are longitudinal may be revealed.

Another noted deficiency is the lack of reliable and accurate information on
capital expenditures. This data is not included on the EADA report and at no time is
mandated for public submission. Also, inconsistencies in accounting and reporting
methods for capital expenses and debt service payments make analysis difficult. This
report did, however, deny cases made stating that the Flutie effect and an “arms race” are
harming intercollegiate athletics and higher education.

Over the storied past of intercollegiate athletics many attempts have been made to
determine success in operation, ranging from Title IX compliance in gender equity to
academic performance. Each measure, however, is exposed to some subjectivity,
opening the door to public scrutiny and misinterpretation. Sears Directors’ Cup standings
are the only objective measure of an all sports award nationwide. Also, it has been
documented and warned that the increase in commercialism in intercollegiate athletics
may be detrimental to its future integrity. The combination of rising financial pressure
with massive new investments in facilities and coaches’ compensation acutely increases
the premium on athletic success (Zimbalist, 2001). Many suggestions of reform have
been offered by the NCAA and others impacted by intercollegiate athletics, such as
increased emphasis on graduation rates rather than decreased admissions standards,
demanding efficient fiscal management practices rather than increased revenue endeavors
and promotion of equitable opportunities across all sports instead of highlighting only

those considered as traditional revenue generators (NCAA, 2000). Recognition that
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athletic departments exist to provide excellence in performance while exonerating

social and fiscal responsibility is one way for NACDA and the Sears Directors’ Cup to
contribute to enhanced integrity in intercollegiate athletics.
Summary

As experts warn intercollegiate athletics administrators of over-commercialization
and the inevitability of budget crisis due to increasing costs associated with Title IX
compliance, the current arms race, and decreased state financial support of public
universities, it is imperative that research offers suggestion for alternative solutions
during a time of financial crisis. An inspection of the field of sport management, and
more specifically intercollegiate athletics, finds little research or literature pertaining to
cost reduction, resource reallocation, or fiscal and capital management within athletic
departments. ‘Rather, most studies offer solutions based in both traditional and innovative
forms of revenue generation such as merchandising, licensing, athletic development,
sponsorship sales, television and radio contracts, naming rights, suite sales, endorsement
contracts, and ticket revenue. Instead of proposing solutions through increased revenue,
which has proven at times to be less cost effective than productive, research should
examine present fiscal efficiency and capital management resolutions for those in budget
crisis. Concepts are abounding in business and higher education literature that focus on
resource allocation for endured organizational success. Perhaps the most applicable
concept that can be applied is the notion presented by the resource-based view of the firm
(RBV), which stipulates that sustained competitive advantage will follow those who

place emphasis on proper resource management, rather than resource acquisition. The
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bottom line is that university presidents and athletic administrators must consider

employing capital management strategies to efficiently and effectively control costs.

Generally indicating an organization’s overall operating purpose, examination of
intercollegiate athletic department mission statements suggests that, in addition to
financial stability, a high priority for athletic administrators is winning and losing. With
respect to on the field success, the Sears Directors’ Cup (SDC) is currently the only
objective cross-sectional all-sports national recognition award in intercollegiate athletics.
Any intercollegiate athletic program competing in post-season championship play is not
only representing its institution on the playing field, but also vying for points in the SDC
standings. Borrowing the notion from the RBV, an inspection into the relationship
between the financial allocation in athletic department budgets and success on the playing
field may provide athletic administrators with a model for sustained competitive

advantage.
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CHAPTER III

Methodology

Logical and appropriate methodology of the data is imperative for an adequate
interpretation of the statistical analysis. In an article reporting data analysis in sport
management research, Parks, Shewokis and Costa (1999) conclude that poor
methodology in sport management research has undermined its reputation as a legitimate
field of study. Olafson (1990) advised that “change cannot occur unless persons in
positions of responsibility assume a major role in improving the quality of [sport
management] research” (p. 116). Organized to present the material in a logical and
consistent manner, this chapter will explain in detail the data collection procedures,
instrumentation, procedures, and design and analysis of this investigation.

Data Collection Procedures

This research utilizes the Sears Directors’ Cup (SDC) standings, provided by the
National Association of Collegiate Directors of Athletics (NACDA), to determine the top
25 and bottom 25 placeholders in intercollegiate athletics aggregate over the last three
years of intercollegiate athletic competition (1999-2000, 2000-2001, and 2001-2002). An
aggregate calculation allows for a descriptive analysis of respective institutions
longitudinally in an attempt to eliminate any extraneous variance due to unusual activity
within any given year, such as large capital expenditures, atypical allocation of funds, or
the addition or discounting of varsity teams. If analysis were to simply rely on data
provided from a single year’s activity, any one of these non-annual activities may not

provide a complete picture over time.
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Effective in 1997-98, NACDA made revisions in SDC scoring measures from

previous years, citing the necessity to react to scoring trends since its inception in 1993-
94, making the SDC more exciting and competitive (“National-level achievement”,
1997). Since uniformity in scoring procedures is recognized for the last three competitive
seasons, it is logical that these same seasons will be used in analysis of data.

Points are awarded to institutions based on NCAA national championship
performance of both men’s and women’s varsity teams, as well as post-season
championship bracket size (see Appendixes A and B). Calculation of the top and bottom
25 teams was performed systematically, accounting for both point accumulation as well
as final standings. Each institution that placed in the top or bottom 25 over the last three
years of competition was included in aggregate calculation of points and final standings.
After all calculations were totaled, only those institutions whose aggregate score fell in
the top and bottom twenty-five were used in the sample for analysis (see Appendixes C,
D, E, and F). Interestingly, preliminary analysis of the top 25 SDC finishers in points and
standings aggregate over the last three years yields exactly the same results. Of those 33
institutions that finished in the top 25 over the time span of interest, aggregate
calculations revealed the same top 25 institutions regardless of analysis by standings or
point totals (see Appendixes C and D).

The bottom 25, however, was not as easily calculated. If a given institution did
not compete in post-season competition one year, but simply managed to qualify for post-
season play the next, they may not appear in the SDC standings every year. In final
standings and point totals calculation, those institutions that did not appear in any given

year were awarded zero points and given the corresponding place associated with results.
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For instance, Prairie View A&M finished 202" with 10 points in 1997, which

happened to fall in the bottom 25 that year. In 1998, however, Prairie View A&M did
not compete in post-season competition in any varsity sport, thus leaving them out of the
SDC standings. For that year, Prairie View A&M received zero points and was then
placed in 256" place, as there was a 42-team tie for last place in the SDC. Institutions
and their respective conference affiliation representing the aggregate top and bottom 25
in SDC standings are presented in Table 1.

Recognizing that a small portion of necessary data for analysis cannot be derived
from the principle method (capital expenditures are not included in the public Equity in
Athletics Disclosure Act Report [EADAYJ); a letter of request for this information was
sent to the athletic administrators or financial representatives at the respective
institutions. Therefore, these 52 individuals (there was a tie in both the bottom and top
finishers, leaving 26 in both stratified subject groups) were identified and contacted for
information for analysis in this research.

Instrument

In order to answer the research questions that framed this study, three different
reporting methods were utilized to collect the necessary data: SDC standings report, the
EADA report, and information gathered from athletic administrators. Validity and
reliability of an instrument are crucial components of the generalizability of the end
results (Howell, 1997). These three instruments were used in context of their intended
reporﬁng purposes and not embellished upon or altered in any way, upholding the

integrity of the instrument as both reliable and valid.
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Sampie Chosen by SDC Aggregate Standings

56

Conference Conference
Top 25 Subject Institutions Affiliation Bottom 25 Subject Institutions Affiliation
Stanford University PAC 10 Xavier University Atlantic 10
University of California, Los
Angeles PAC 10 Cornell University vy League
University of Alabama at
University of Michigan Big Ten Birmingham Conference USA
University of Florida SEC U.S. Military Academy Patriot League
University of Arizona PAC 10 Liberty University Big South
University of Georgia SEC Middle Tennessee State University Sun Belt
: University of Maryland-Baltimore America
University of North Carolina ACC County East/ECAC
University of Texas Big 12 Appalachian State University Southern
America East
The Ohic State University Big Ten University of Maine ECAC/Atlantic 10
Arizona State University PAC 10 George Washington University Atlantic 10
Penn State University PAC 10 Coastal Carolina University Big South
University of Southern California Big 12 Cal State-Northridge Big West
University of Nebraska Big 12 Manhattan College Metro Atlantic
Louisiana State University SEC Loyola Marymount University Woest Coast
University of Notre Dame independent Florida A&M University Mid-Eastern
University of California, Berkeley PAC 10 University of Toledo Mid-American
University of Minnesota Big Ten University of Southern Mississippi Conference USA
University of Tennessee SEC lona College Metro Atlantic
Mountain
Brigham Young University Waest East Tennessee State University Southern
University of Oklahoma Big 12 University of Wisconsin-Milwaukee Horizon League
University of South Carolina SEC Eastern lllinois University Ohio Valley
University of Washington PAC 10 University of Akron Mid-American
University of Virginia ACC Arkansas State University Sun Belt
Duke University ACC Drake University Missouri Valley
Auburn University SEC Ball State University Mid-American
University of Wisconsin Big Ten Tennessee Tech University Ohio Valley
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As previously discussed, the Sears Directors’ Cup (SDC) standings were used

to determine the top 25 and bottom 25 most and least successful intercollegiate athletic
departments from fiscal years 2000-2002. The SDC standings are posted and updated
regularly on the NACDA website and are archived since the 1993-94 season. These
results are tabulated seasonally (fall, winter, spring) as well as annually, providing final
SDC standings since its inception. Important for possible further research is the
availability of SDC scoring to be viewed broken down by individual school final
standings, as well as a detailed numerical description of the individual team points
awarded.

In order to determine institutional support measured on a financial platform,
Equity in Athletics Disclosure Act (EADA) reports were also utilized. Among other
mandated reporting information, these reports supply all necessary financial data for this
research except that of institutional capital expenditures in athletics. Included in the
EADA report is the total institutional budget, the gross athletic department budget as well
as the athletic budget broken down categorically, including items such as: coaches’
salaries, recruiting expenditures, academic support and scholarships, team operational
expenses, and administrative operational expenses. This document is submitted to the
U.S. Department of Education as well as the NCAA every October 15, detailing the
previous year’s activities and is available to public upon request (EADA, 1994). Reports
are available for the last three competitive seasons.

Recognizing that capital expenditure information is not noted in the public EADA
report, additional inquiry was necessary to secure facility-spending information. As

noted earlier, a letter of request was mailed to the appropriate individual at each of the 52
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chosen institutions requesting capital expenditure information. This letter of request

simply asked for capital expenditures at their individual institutions in intercollegiate
athletics for the last three years. Although these data are not supplied on the EADA
reporting statement, two recent studies have been able to secure such figures. The U.S.
News & World Report (“America’s Best College”, 2002) utilized capital expenditure data
to compile information necessary to rank intercollegiate athletic programs for their
overall performance in the year 2000-01. Also, the NCAA’s report on revenues and
expenditures in intercollegiate athletics utilize capital expenditure information submitted
by individual institutions (NCAA, 2001). While such information has been collected by
past researchers, inevitable difficulty in obtaining such information is recognized.
Procedures

First, University of Minnesota Institutional Review Board (IRB) approval was
obtained. Given the nature of the data collected and the intended use of the research,
confidentiality was not ensured. This was clearly noted when requesting capital
expenditure information from individual institutional contacts and may have influenced
their decision to release such information. The use of information from the SDC
standings and EADA reports, however, are of current public accessibility, rendering
confidentiality less of an issue.

Upon IRB approval, aggregate SDC standings over the last three years were
calculated in order to determine which institutions have placed in the top and bottom 25,
respectively. Once again, each institution that placed in the top or bottom 25 over the last
three years of competition was included in aggregate calculation of points and final

standings. After all calculations were totaled, only those institutions who’s aggregate

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



59
score fell in the top and bottom 25 (52 institutions in all due to ties) were included in

the sample.

This initial ranking guided the request of EADA reports for each institution for
the past three years. The information was requested from the individual who was listed
as the Chief Financial Officer, Business Manager, or Financial Manager as determined by
The 2001-2002 National Directory of College Athletics. Simultaneously, communication
was initiated with the same individual requesting information on capital expenditures.
This consisted of an initial letter of introduction, explanation, and request for EADA
reports (see Appendix J) accompanied by a request for facility expenditure information
(see Appendix K), both sent on March 28, 2003. A follow-up email was sent on April 3,
2003, to those same contacts in an attempt to capture those who may have not yet
received the request and to encourage participation (see Appendix L). This revealed a
few inconsistencies in the National Directory, which led to an update of appropriate
contacts and another mailing of the same initial letter on April 10, 2003 (see Appendix J).
Phone calls were placed on May 7, 2003, May 21, 2003, June 18, 2003, and July 9, 2003
to those who had not yet responded. Finally, on August 13, 2003, one last email was sent
to the few who had yet to respond in an attempt to collect as many responses as possible
(see Appendix M). In total, this study reflects a 69% response rate.

After all responses had been collected, calculation of aggregate institutional
support, as it has been operationally defined, over the last three years was performed.
This then allowed the investigator to employ the appropriate statistical procedures in

order to address the underlying research questions of this investigation.
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Design and Analysis

The lack of substantive literature on predictive analysis for budgets and success
measures in intercollegiate athletics does not provide enough evidence for theoretical
hypothesis formulation on the relationship between institutional support and success in
SDC standings. Therefore, a descriptive analysis of the interrelationship in question was
performed. Also, although percentages of budgets are of main interest in deciphering
budget allocation, all calculations were performed using both raw numbers as well as
percentages of budget in order to determine magnitude of effect and relationship.

The following statistical procedures were therefore calculated:

1. Aggregate standings and scores of the SDC for the last three years were
calculated in order to determine the top and bottom 25 athletic programs, which
then became the sample for this study. As a result of ties, 52 institutions were
contacted, 26 representing each the top and bottom 25.

2. T-tests were performed to determine group differences in independent variables
between the aggregate scores of the top and bottom 25 finishers in SDC standings
over the last three years. This calculation identified which of the independent
variables differed significantly between the top and bottom finishers. Dependent
and independent variables of interest for this research are presented in Table 2.

3. Pearson correlation coefficients were calculated to determine significant
relationships between all independent variables and SDC success. This
established the significance of the relationship between each independent variable
and the success measure, SDC performance measured by three-year aggregate

point accumulations.
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4. A multiple regression was performed between the six budget allocation

variables and the SDC standings to determine their weight of influence on SDC
standings. One assumption that must be met when performing a multiple
regression analysis is that of independence (Howell, 1997). Since allocation of a
percentage must total 100%, each allocation variable is dependent upon the value
of the others. Therefore, a multiple regression needed to be calculated on the raw
budget figures, revealing which allocation variable beét predicts success as
measured by SDC standings.

5. Lastly, mean totals in budget allocation independent variables were tallied for the
top and bottom 25 SDC finishers. This provided a model for budget allocation for
the most and least successful intercollegiate athletic programs.

Table 2

Variables of Interest in Budget Analysis

Dependent Variables Independent Variables
Aggregate Sears Cup Standings over 3 years™ Institutional Budget
Aggregate Sears Cup Points over 3 years* Gross AD Budget

Recruiting Expenditures

Student Aid Expenditures

Coaches Salaries

Team Operational Expenses

Administrative Operational Expenses

Capital Expenditures

Note. Budgets are measured by reported expenses in respective fiscal years.
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Preliminary analysis showed no difference between those institutions that

finished in the top 25 points standings and the top 25 place standings in the SDC over
fiscal years 2000-2002 (appendixes C & D). The bottom 25, however, exhibited slight
differences in institutional order and frequency over the last three years. This was a
consideration when determining the 52 final institutional subjects for analysis.
Intuitively, place would seem to be of higher priority than point total, as awards and
recognition are based on place rather than point accumulation. Regardless of point total,
an institution’s standing in the SDC is relative to point accumulation of all those
competing in intercollegiate athletic competition. Recognizing this, SDC standings,
rather than point totals, were used to determine both top and bottom 25 intercollegiate
athletic programs to be included in the sample.

When performing correlation and regression analyses, it is important to avoid a
dichotomy in the dependent variable (Howell, 1997). Therefore, the three-year aggregate
point totals for each athletic department were used. This assured continuous data in the

dependent variable and ensured all assumptions could be met.
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CHAPTER1V

Results

This chapter will present the results of this study in terms of the research
questions as outlined in Chapter I. In order to clearly communicate these results, this
chapter will be divided into four general sections. The first section will provide the
descriptive characteristics of the institutions that represented the top and bottom 25 in
SDC standings. The second will present data pertaining to an intercollegiate institutional
budget and that institution’s department of intercollegiate athletics. Thirdly, this chapter
will give a description of the relationship between an intercollegiate athletic department’s
budget and that department’s measured success. Lastly, an examination of an athletic
budget’s allocated variables will help to determine if, in fact, one or more variables can
account for success in intercollegiate athletics regarding resource allocation.
NCAA Division I Member Institutions — Descriptive Characteristics

One of the central most issues with the use of mail surveys and requests for
information is that of nonresponse. Without appropriate follow-up procedures, the rate of
return is likely to be less than 20% (Aaker, Kumar & Day, 2001). A total of 52
institutions who have scored in the Sears Directors’ Cup (SDC) over the operating years
of 2000 - 2002, 26 from the top and bottom respectively (designated as 2,1 respectively
in statistical analysis coding), met the a priori conditions of the study, meaning SDC
rankings from 2000 — 2002. Of the 52 departments of intercollegiate athletics contacted
for information, responses were received from 36, or 69% (see Table 3).

Two pieces of information were requested of each chosen subject in this study.

Equity in Athletics Disclosure Act (EADA) reports for fiscal years 2000 - 2002
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experienced a higher rate of return than did the request for capital expenditures and

debt service payments over those same years. Those institutions designated as successful
in the SDC standings (top 25) saw an 88% (23) response rate for EADA reports while
only 13 (50%) of the bottom 25 (unsuccessful) chose to volunteer that information. The
capital expenditure data returned a lower rate of response, seeing only 19 (73%) of the

top 25 institutions and 10 (38%) of the bottom 25 schools cooperate, or 29 (56%) in total.

Table 3

Sample Descriptives of Top 25 and Bottom 25 SDC Point Accumulators

Top 25 Bottom 25 Total

N(response rate)

EADA Reporis 23(88%) 13(50%) 36(69%)

Facility/Capital Expenditures 19(73%) 10(38%) 29(56%)
NCAA Division

A 23 (100%) 4 (31%) 27 (75%)

IAA 0 4 (31%) 4 (11%)})

1AAA 0 5 (38%) 5 (14%)
Institution Type

Public 20 (87%) 10 (77%) 30 (83%)

Private 3 (13%) 3 (23%) 6 (17%)

Response rates are based on a fotal of 52 NCAA Division | institutions contacted, 26 each top and bottom.

Interesting to note is the NCAA Division I breakdown of institutions who not
only chose to respond, but also fell into each stratified sample. The top 25 category is
entirely comprised of NCAA Division IA institutions, while the bottom 25 designation is
more diverse with 31% Division IA, 31% Division IAA, and 38% IAAA members. In
all, 27 (75%) of the responding subjects participate as a NCAA Division IA member
institution. Also, the majority of respondents participating in this study are public
institutions, with only 6 (17%) of the total respondents operating in a private institutional

environment.
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Institutional Support of Intercollegiate Athletics

When examining expenditures in intercollegiate athletics, it is important to
recognize their overall support from the broader institution; the issue at the heart of the
first research question. As reported on EADA reports returned from the 36 volunteer
institutions in this study, the average gross amount of institutional budget for those
successful and unsuccessful in the SDC was significantly different (# = 5.991, p = .000).
The top 25 institutions spend an average of $1,295,050,066 annually on expenditures
relating to the operation of their respective institutions, including athletics. The bottom
25 institutions spent far less, averaging $244,528,457 per fiscal year (see Table 4). When
considering the standardized correlation coefficient (r) of gross institutional budgets on
SDC success, results suggest there to be a positively significant relationship (0.654, p =
.000). It should be noted that in order to eliminate the dichotomy of the dependent
variable (successful or unsuccessful) in correlation and regression analysis success in the
SDC has been measured by total points accumulated in the SDC over the three years of
interest, which is continuous data.

Table 4

Institution's Budget Relationship with SDC Performance (Aggregate Point Totals)

Top 25 Bottom 25 r(sig) t value
Gross Institutional Budget $ 1,295,050,066 $ 244,528,457 0.654” (.000) 5.991*
% of Institutional Budget in Athletics 4.53% 4.44% -0.043 (.814) 0.091

Note. Dollar amounts are aggregate over operating years 1999-2000, 2000-2001, and 2001-2002.
* Significant at the 0.05 level (2-tailed).

While this may seem to be a potential answer to the gap in athletic budgets

between those who are successful and unsuccessful, results indicate that athletic budgets
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as a percentage of their institution’s whole are very similar (gross athletic budgets will

be discussed in the next section). When considering that the top 25 institutions have
athletic department budgets that comprise 4.53% of the institutional budget and the
bottom 25 have athletic budgets that are 4.44% of their institutional expenditures, there is
no statistically significant difference (¢ = 0.091, p = .928). Also, when examining
percentage of institutional budget dedicated to athletics rather than gross institutional
budget, r = -0.043 (p = .814), indicating that there is no significant relationship with
success in the SDC. In short, institutions in both the top and bottom 25 are
proportionately dedicating the same amount of their institutional financial resources to
their department of intercollegiate athletics. In turn, this allocation to athletics does not
indicate any statistically significant relationship with success in the SDC.
Gross Budget Totals in Intercollegiate Athletics

Intuitively, the more one spends on any given organizational unit the more
success it can expect to achieve. There is no difference when applying that theory to
expenditures in intercollegiate athletics. In this case, is there a connection between an
athletic department’s gross expenditures and athletic success in SDC standings? This
was addressed in the second research question. As reported on their respective EADA
reports, the top 25 departments of intercollegiate athletics have an average gross budget
of $42,763,949 while the bottom 25 athletic departments spent an average of $7,452,204

(see Table 5). This differential was statistically significant (z = 13.740, p = .000).

Table 5

Athletic Budget's Relationship with SDC Performance (Aggregate Point Totals)

Top 25 AD Budgst Bottom 25 AD Budget r (sig) t value

Gross Athletic Budget $ 42,763,949 $ 7,452,204 0.801* (.000) 13.740%
* Significant at the 0.05 level (2-tailed).
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Since there is a significant difference between what the top and bottom finishers

in the SDC spend on athletics, it begs the question of impact on their respective success.
Results show that there is a statistically significant positive relationship between the gross
amount spent on intercollegiate athletics and success in the SDC (r = 0.801, p = .000).
This signifies a 0.868 increase in SDC success with every unit of increase in
intercollegiate athletic expenditures. Statistically, this means that as an athletic
department increases its overall budget, it will see a return in terms of success in the
SDC, supporting intuitive reasoning.
Allocation of Budgets in Intercollegiate Athletics

The previous sections reported total financial support of an institution’s
department of intercollegiate athletics in terms of gross institutional budget, gross athletic
department budget, and the athletic budget as a percentage of gross institutional
expenditures. There is, however, an indication that a strategic allocation of expenditures
in an intercollegiate athletic department budget may have a relationship with that
department’s success as measured by SDC standings. This issue was outlined in the third
research quesﬁon. As reported in the EADA report, an athletic department budget may
be broken into six distinct variables; all representing various expenditures (see Table 6).
Institution’s of higher education supporting an intercollegiate athletic department must
not only submit the EADA report to the United States Department of Education and
NCAA by October 15 of the following year, but also issue reporting tables to the public
upon request. These tables list only five of the six variables, excluding expenses due to
capital projects and debt service. Capital expenditures are included in the institutional

worksheets, which are not for public review. This is a recognizable contributing variable
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to an intercollegiate athletic department budget and has been acquired through a

separate request for this study (see Appendix J).

Table 8

Allocation Variables of Athletic Budgets as Reported on EADA Reports

68

Budget Allocation Variable

Table

Expenses Included in Variable

Recruiting Expenditures

Student Aid Expenditures

Coaches’ Salaries

Team Operational Expenses

Administrative Operational
Expenses

Capital Expenditures

8&9

10

Transportation, lodging, and meals for both recruits and institutional
personnel engaged in men's and women's recruiting; expenditures for
official and unofficial visits; and all other major expenses logically
related to recruiting.

Aid awarded a student that requires the student to participate in an
intercollegiate athletics program.

Annual institutional salary of the head and assistant coaches of the
men's and women's teams. Volunteer coaches and others whose
salaries are paid by entities other than this institution are excluded from
this calculation.

Total expense an institution incurs attributable to home, away, and
neutral-site intercollegiate athletic contests including team travel,
lodging, and meals; uniforms and equipment; and officials.

All other expenses not allocated by gender, including contract services,
fund-raising activities, operating expenses, promotional activities,
salaries and benefits, supplies, travel, and any other expenses
attributable to intercollegiate activities.

Expenses paid for capital projects and debt service.

Note. All variables and explanations taken from Equity in Athletics Disclosure Act Report.

This section examines each variable’s contribution to the overall budget and how

that variable, as well as the allocation of variables, relates to overall success in the SDC.

Reported earlier in this chapter, there are statistically significant differences between the

top and bottom 25 in terms of gross institutional budget and athletic budgets. Recall that

the athletic budget reflected as a percentage of institutional budgets revealed no

significantly statistical difference. Knowing that empirical evidence shows that more

financial resources dedicated towards an athletic budget translates to increased success in

the SDC, and that there is a significant difference in gross budget totals between those
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Table 7

Reported Budget Averages, Highs and Lows of Responding Subjects

Top 25 (n=23)

Bottom 25 (n = 13)

M High Low M High Low

Institutional

Budget $1,295,050,066 $3,533,503,000 $432,199,478 $ 244,528,457 $ 371,766,996 $ 64,663,000
AD Budget $ 42,763,949 $ 69,687,828 $ 20,311,906 $ 7,452,204 $ 10,617,707 $ 4,403,538
Recruiting

Expenditures  $ 762,983 $ 1,282,381  $ 455,493 $ 180,913 $ 406,954 $ 57,956
Student Aid

Expenditures  $ 5,144,640 $ 10,425,328 $ 2,131,547 $ 2,138,406 $ 3,721,133 $ 1,337,764
Coaches’

Salaries $ 4,735,063 $ 8,310,489 $ 2,462,890 $ 1,229,945 $ 1,926,057 $ 628,758
Team

Operation

Expenses $ 3,827,045 $ 5,203,683 $ 2,528,842 $ 998,132 $ 1,587,457 $ 586,834
Admin

Operation

Expenses $ 13,408,052 $ 28899970 $ 1,232,321 $ 1,958,858 $ 2,733,843 $ 889,876
Capital

Expenditures  $ 7,361,064 $ 24273618 & - $ 174,217 $ 398,778 $ -

Note. All numbers are aggregate over operating years 1999-2000, 2000-2001, and 2001-2002.
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Intuitively, when comparing the gross budget totals between those who are

70

successful and those who are not show a significant difference (r = 13.831, p = .000), one

would assume that the individual variables comprising that total would also be

significantly different. Table § illustrates that not only are the gross institutional budgets

and athletic department budgets significantly different, as reported earlier, but so too are

each of the allocation variables that contribute to the overall athletic budget. In fact,

every variable has a r-value of at least 4.491 (p = .000), indicating a highly significant

difference between the top and bottom gross amount allocation variables.

Table 8

I-test on Gross Budget Variables Top vs. Bottom

SDC Standings N M SD t value

Institutional Budget Bottom 25 11 2445284575 157669976.3 5.991%
Top 25 21 1295050066 773466476.6

Athletic Department Budget Bottom 25 12 7452203.556 2033374.522 13.831*
Top 25 23 42763948.54 11999447.47

Recruiting Expenditures Bottom 25 12 180912.7778 99089.93895 11.982*
Top 25 23 762982.8841 188309.4265

Student Aid Expenditures Bottom 25 12 2138405.611 664177.9183 6.300”
Top 25 23 5144640.174 2095650.222

Coaches’ Salaries Bottom 25 12 1229945.139 437008.3817 9.828"
Top 25 23 4735062.565 1599830.767

Team Operation Expenses Bottom 25 12 998132.4722 323629.1978 14.332*
Top 25 23 3827044.507 833908.1285

Administration Operation Expenses Bottom 25 12 1958858.111 603477.1154 8.639*
Top 25 23 13408051.68 6300560.862

Capital Expenditures Bottomn 25 10 174217.2 167613.9573 4.491*
Top 25 17 7361064.157 6594117.572

* t-test significant at the 0.05 level (2-tailed)

As we have seen, comparison of gross totals can often times be misleading. It

was statistically proven that although there is a significant difference in gross institutional
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and athletic department budgets between those who are successful and those who are

not, inspection of that athletic department’s expenditures as a percentage of institutional

budgets show no statistical difference. The same approach can be taken with allocation

variables of the athletic budget. Table 9 presents budget allocation variables as a

percentage of overall athletic budgets for those who are successful and unsuccessful in

the SDC. In spite of the fact that the gross totals are dramatically different, when

calculated as percentage of overall budget the outlook is somewhat different.

Table 9

M Budget Variables as % of Overall Budget

Top 25

Bottom 25

Gross Amount

% of AD Budget

Gross Amount % of AD Budget

AD Budget $ 42,763,949 100% $ 7,452,204 100%

Recruiting Expenditures $ 762,983 1.88% $ 180,913 2.43%
Studén‘[ Aid Expenditures $ 5,144,640 13.01% $ 2,138,406 29.51%
Coaches’ Salaries $ 4,735,063 11.36% $ 1,229,945 16.40%
Team Operation Expenses $ 3,827,045 9.55% $ 998,132 13.51%
Admin Operation Expenses $ 13,408,052 31.32% $ 1,958,858 26.26%
Capital Expenditures $ 7,361,064 14.01%

$ 174,217 2.25%

A closer examination of those budget allocation variables reveals significant

differences in only four of the six contributing expenses when analyzed as percentages of

overall budget. Student aid (¢t = -6.472, p = .000), coaches’ salaries (¢ = -4.263, p = .000),

team operation expenses (f = -3.656, p = .001), and capital expenditures (r = 4.309, p =

.000) all showed statistically significant differences between the top and bottom 25 (see
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Table 10). Expenditures dedicated to recruiting (f = -1.98, p = .139) and administrative

operational expenses (f = 1.409, p = .168), however, were not significantly different.

Table 10

t-test on % of Budget Variables Top vs. Bottom

SDC
Standings N M 5D t value
AD Budget % of Institutional Budget Bottom 25 11 0.044424642 0.026363203 0.258
Top 25 21 0.045310502 0.025854004
Recruiting % of AD Budget Bottom 25 12 0.024314322 0.011551161 -1.980
Top 25 23 0.018826684 0.004909602
Student Aid % of AD Budget Bottom 25 12 0.295056795 0.07313246 -6.472"
Top 25 23 0.130077352 0.068526202
Coaches’ Salaries % of AD Budget Botiom 25 12 0.164002639 0.034075698 -4.263*
Top 25 23 0.113576392 0.03150458
Team/Ops % of AD Budget Bottom 25 12  0.135104016 0.031140037 -3.613*
Top 25 23 0.095521345 0.030032276
Admin/Ops % of AD Budget Bottom 25 12 0.26257996  0.055042726 1.409
Top 25 23 0.313239918 0.117288678
Capital Expenditures % of AD Budget Bottom 25 10 0.022480609 0.024817529 4.309"
Top 25 17 0.140091483 0.107783955

* $-test significant at the 0.05 level (2-tailed)
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Now that differences in allocation variables between those who endure success in

the SDC and those who do not have been established, it is important to determine the

nature of the relationship between those allocation variables and overall success in the

SDC. Correlation coefficients run for the allocation variables on success in the SDC will

determine which variables have a significant relationship. Since it has been determined

that variables expressed as percentages of the overall budget, rather than gross amounts,

most accurately reflect each department’s allocation of overall resources, percentage of

budget variables were used for calculation of the correlation coefficients. Most

interesting is whether there is a significant relationship for each independent variable
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(budget allocation variables) on the dependent variable (SDC three-year aggregate

point accumulations) as well as the direction of that relationship. This indicates which
variables should see a greater allocation of financial resources and which variable should
receive less distribution if athletic departments wish to be successful in the SDC.

Table 11 provides correlation coefficients for each of the allocation variables,
calculated as a percentage of the overall athletic budget, on performance in the SDC. The
coefficients of interest are those running along the bottom of the table, or those that
indicate the nature of the relationship with SDC. Student aid (r = -0.609), coaches’
salaries (r = -0.457), team operational expenses (r = -0.470), and capital expenditures (r =
0.489) all reveal significant relationships with success in the SDC.

Just as important to consider as the suggestion of a significant relationship of
allocation variables with the SDC is the positive or negative nature of that relationship
(see Figure 1). Student aid, coaches’ salaries, and team operational expenses all show
negative relationships with the SDC, indicating that as success in SDC increases
allocation to those respective variables decrease. Conversely, capital expenditures have a

positive correlation with SDC success.

Figure 1: Negative Correlation of Allocation Variables
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Figure 1. Success in the SDC was measured 3-year aggregate point totals
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Table 11

Correlations for % of Budget and SDC Point Totals

AD Budget % of Recruiting % Student Aid %  Coaches’ Salaries = Team/Ops % Admin/Ops % Capital Expenditures sSDC
Institutional Budget  of AD Budget of AD Budget % of AD Budget of AD Budget  of AD Budget % of AD Budget Success
AD Budget % of
Institutional Budget 1.000
Recruiting % of AD
Budget 0.464* 1.000
Student Aid % of
AD Budget -0.192 0.347" 1.000
Coaches’ Salaries
% of AD Budget -0.226 0.065 0.509" 1.000
Team/Ops % of AD
Budget 0.073 0.321 0.397* 0.613* 1.000
Admin/Ops % of AD
Budget -0.001 -0.287 -0.349% -0.378* -0.251 1.000
Capital
Expenditures % of
AD Budget -0.059 -0.382" -0.589* -0.625* -0.739* -0.179 1.000
SDC Success 0.043 -0.280 -0.609" -0.457" -0.470" 0.122 0.489* 1.000

* Correlation is significant at the 0.05 level (2-tailed).
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Lastly, once it has been established that budgets are different between those

who endure success in the SDC and those who do not, as well as the fact that certain
allocation variables have significant relationships with success, it led to questioning
whether or not success can be predicted. Multiple regression analysis provides an
equation to predict the dependent variable on the basis of the set of independent variables
(Howell, 1997). In this case, performance in the SDC (three-year aggregate point
accumulations) served as the outcome measure while recruiting expenditures, student aid
expenditures, coaches’ salaries, team operating expenses, administrative operating
expenses, and capital expenditures acted as predictors. A regression analysis will first
indicate if the predictors as a whole show a prediction relationship with success and
which variable, if any, is a significant predictor of success. Table 12 presents the

multiple regression beta results of allocation variables on SDC success.

Table 12

Regression Analysis for Variables Predicting SDC Performance (Aggregate point totals)

Variable B Sig.

Recruiting Expenditures 0.470* 0.001
Student Aid Expenditures -0.098 0.356
Coaches’ Salaries -0.299 0.098
Team Operation Expenses 0.718* 0.000
Administrative Operation Expenses 0.212 0.230
Capital Expenditures -0.024 0.787

Note. Adjusted R? = 0.906.

Predictors: Recruiting Expenditures, Student Aid Expenditures, Coaches Salaries, Team
Operation Expenses, Administrative Operation Expenses, and Capital Expenditures.

* B significant at the 0.05 level (2-tailed).
It is first important to report F in the AVOVA calculation of the regression model.

In this case F = 42.626 (p = 0.000), indicating that this set of six variables significantly
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predicts the outcome, or performance in the SDC (see Appendix 0). It is then prudent

to analyze the predictive nature of each of the independent variables, which in this case
are the allocation variables. The reported regression coefficient, §, which is a post hoc
analysis of the predictor variables, indicates the amount of variance accounted for in the
SDC (dependent variable) by each single independent variable, when not controlling for
all other variables (Howell, 1997). Those predictors that are statistically significant are
recruiting expenditures (B = 0.470, p =.001) and team operation expenses (f =.718,p =
.000). This indicates that success in the SDC can be accounted for by relative increases in
recruiting expenditures and team operation expenses. In other words, recruiting
expenditures and team operation expenses are significant predictor variables of SDC
performance (see Figure 2).

Figure 2: Multiple regression of allocation variables on SDC Success

Recruiting Expense

Student Aid Expense
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When applying the regression formula to the intended population, adjusted R* is

a critical factor to consider. Rather than simply using the R? coefficient, which factors
only the sample, the adjusted R provides a population estimate for the multiple
regression analysis. Here R? = 906, indicating that over 90% of the variance in SDC
success can be accounted for by the six allocation variables. Figure 2 provides a visual of
the categorical expenditures and their relationship with success. It is important to note
that, although we have been comparing successful athletic programs to those who have
been defined as unsuccessful, regression analyses require a continuous dependent
variable. Therefore, rather than simply defining the dependent variable as either
successful or unsuccessful in the SDC, three-year aggregate point totals were utilized.
Also, although it has been demonstrated that it is statistically more accurate to analyze
percentages of overall athletic budgets rather than gross amounts, gross numbers were

analyzed in order to meet the assumption of independence.
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CHAPTER V

Discussion, Conclusions, and Recommendations

This chapter will present the results of this study by discussing their significance
in the current literature as well as application to intercollegiate athletics. In addition,
major conclusions will be presented along with recommendations for future research, in
large part based on either limitations or observations noted throughout the course of this
study. After briefly restating the purpose, this chapter will be divided into four sections.
The first will discuss the results of this study in terms of the research questions with
practical implications. Secondly, this chapter will present the major findings of this study
and how they will contribute to current literature in intercollegiate athletics. Third will
be a discussion of the limitations and challenges presented to the researcher, followed
lastly by recommendations for future research.

Overview of the Study

The primary purpose of this study was to determine the nature of the relationship
between an institution’s financial support of its intercollegiate athletic department and
that départment’s success on the playing field. Specifically, this research attempted to
determine if athletic departments can rely on a systematic approach to budget allocation
rather than simply or primarily relying on revenue generation, with departmental outcome
success measured by the former national Sears Directors’ Cup (SDC) standings. By
studying the relationship between athletic success measured by the SDC and the financial
resource allocation in respective athletic departments, this study provided a methodical

analysis of capital management within intercollegiate athletics at the Division I level.
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Discussion

NCAA Division I Member Institutions — Response Explanation

Although it has been documented that mail surveys are of the most difficult to
ensure a high rate of response (Aaker, Kumar, & Day, 2001), this study reports a 69%
rate of return. Although this may seem high, a few observations must be noted. First, the
sample was stratified in nature, seeking responses from 26 institutions in the group
designated as successful and 26 in that designated unsuccessful. Closer inspection
notices that the successful group responded at a rate higher than did those who are
unsuccessful (88% and 73% respectively). Recall that the EADA reports are prepared for
public review and must be submitted upon request by order of the Department of
Education. Therefore, one may be inclined to expect a 100% response rate when
inquiring about EADA reports. It was the researcher’s experience that compliance with
request for this document is not directed by the same university unit throughout
academia. Also, distribution method for the EADA varies per university as well. While
the majority of institutions simply mail the documents upon request, others refer requests
to web sites or ask for email addresses for electronic distribution. Even further, it seemed
as if the lower half of the subjects placed less emphasis on compliance with this report as
it was stated a number of times that it is an unusual request. These inconsistencies led to
difficulty in acquiring the reports and provide explanation for the gap in the rate of
response.

Another interesting finding was the lack of NCAA Daivision I diversity in the top
25. This can be only intuitively explained, as analysis was not performed by this study

nor has it been reported in the existing literature. Division IA institutions support
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intercollegiate football at its most gross level, demanding high levels of ticket sales,

large stadium capacities, and a strict scheduling and minimum attendance policy.
Division TAA, while supporting football, does not have the stricter requirements of
Division IA, allowing lower ticket sales totals, smaller stadiums and no minimum
attendance policy. Division IAAA institutions do not support football as an
intercollegiate varsity sport (NCAA, 2003). A purely intuitive explanation sides with
those who argue that an “arms race” is driving college athletics (“Big Ten faculties”,
2001; Rolnick, 1998; Suggs, 2001a; Suggs, 2001c), stating that universities are paying
higher salaries to football coaches, building bigger stadiums, and not allowing smaller
schools to achieve success and share in the wealth. Further discussion of these
observations will follow.

Lastly, it is interesting to note that while only six (17%) of those institutions that
were included in the sample were private colleges or universities; none of those six
returned the capital expenditures report form requested for analysis. While the EADA
report contains a public and university document, capital expenditures and debt service
payments are not included on the report provided for public review. In this study the
private schools chose to remain so in terms of new facility expenditﬁres and existing
facility debt. In order to make future research in intercollegiate financial resource
allocation more reliable and accessible, institutions must provide easier public access and
consistent reporting procedures.

Institutional Support of Intercollegiate Athletics
Conventional wisdom suggests that institutions financially supporting

intercollegiate athletics at a higher level will see a return on that investment via success
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on the playing field. This logical conclusion also suggests that there must then be a

significant difference between the level of financial support between those who are
successful and those who are not. Unfortunately, there is very little empirical evidence in
the literature to support this claim. Contrary to popular suggestion, this study indicates
there is something beyond mere institutional support that accounts for athletic success.

Reported in prior research to be roughly 3.5% of an institution’s overall budget,
not only are athletic budgets a small percentage of the larger institutional expenditures,
intercollegiate athletics are supported at the same level across NCAA Division [
institutions (Litan, Orszag, & Orszag, 2003). This study confirms earlier research
findings indicating that there is not a significant difference in athletic budgets as reflected
as a percentage of the institutional budgets between successful and unsuccessful athletic
programs. The findings from this study revealed that athletic department budgets
represent 4.53% and 4.44% of the overall broader institutional budget in the top and
bottom 25 institutions respectively; such a finding provides verification to a relatively
unexplored body of literature.

Going one step further, this study also investigated the relationship between
institutional support as measured by percentage of the broader institutional budget
dedicated to intercollegiate athletics and success in the SDC. It has been argued,
although never statistically proven, that universities are dedicating more money to
athletics than ever before and that increased support is reflected in increased athletic
success (Barlow, 2001b; Barlow, 2001c; Sperber, 2000; Suggs, 2002d). This study
indicates that there is no statistically significant relationship between an athletic budget

reflected as a percentage of an institution’s financial support and success in the SDC,
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dismissing claims that institutional support is linked to success. Notwithstanding the

results underlying this study’s second research question, these significant findings fly in
the face of those arguing that an “arms race” is emerging in intercollegiate athletics.
Gross Budget Totals in Intercollegiate Athletics

Without a doubt, one of the largest growing concerns in intercollegiate athletics is
the “arms race”, which is measured as increased spending in one athletic program leading
to increases in other athletic programs (Litan, Orszag, & Orszag, 2003). There have been
warnings that this “arms race” is distancing those with larger budgets from those who
cannot afford added expenditures, subsequently leading to two tiers in intercollegiate
athletics, successful and unsuccessful, or the rich versus the poor athletic departments
(Atwell, 2001; Barlow, 2001a; “Big Ten faculties”, 2001; NCAA, 2000; Rolnick, 1998;
Suggs, 2001a; Suggs, 2001c). Once again, without a significant body of literature to
validate popular opinion, popular sport literature (e.g. ESPN Magazine, Sports
Hlustrated, Street & Smith’s SportsBusiness Journal) suggests a financial difference
between successful and unsuccessful athletic programs.

As reported in this study, not only is there a significant difference between gross
athletic budget totals, but there is indication of a positive relationship between
intercollegiate athletic expenditures and success in SDC standings. At first glance this
maintains practical thinking that increased expenditures will lead to increased success.
As expected, a very significantly high correlation between athletic expenditures and SDC
success support scholars and practitioners who claim that the more speﬁt on
intercollegiate athletics the more success that department will experience in national

championship competition. There are a number of factors, however, that affected this
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difference and a non critical observation obscures a more nuanced approach. Without

further examination of the two groups, it would be easy to confirm popular opinion that
intercollegiate athletic results are a function of financial commitment. Investigation of

tables 13 and 14 reveal additional explanations of the gap between the two groups.

Table 13

Level of Participation and Financial Support of Top 25 Institutions

Division | Level Conference % of Institutional Gross Athletic
Top 25 Subject Institution (1A, 1AA, TAAA) Affiliation Budget in Athletics Budget
Stanford Univérsity Division 1A PAC 10 1.65% $ 30,263,273
University of California, Los
Angeles Division 1A PAC 10 NA $ 44,638,890
University of Michigan Division IA Big Ten 1.33% $ 46,818,422
University of Florida Division 1A SEC 4.84% $ 64,397,050
University of Arizona Division IA PAC 10 3.60% $ 32,129,176
University of Georgia Division IA SEC 4.31% $ 42,943,338
University of North Carolina Division 1A ACC 2.65% $ 36,959,604
University of Texas Division 1A Big 12 4.46% $ 52,262,548
The Ohio State University Division IA Big Ten 3.21% $ 69,687,828
Arizona State University Division 1A PAC 10 3.89% $ 30,638,316
University of Southern California Division 1A PAC 10 3.29% $ 43,598,389
University of Nebraska Division 1A Big 12 7.10% $ 44,104,917
Louisiana State University Division 1A SEC 7.79% $ 37,576,499
University of Notre Dame Division 1A Independent 8.36% $ 37,158,085
University of California, Berkeley Division IA PAC 10 2.54% $ 31,995,768
University of Minnesota Division IA Big Ten 2.69% $ 53,733,681
University of Tennessee Division 1A SEC 10.55% $ 45,298,706
Mountain

Brigham Young University Division IA West NA $ 20,311,906
University of Oklahoma Division 1A Big 12 9.25% $ 41,779,695
University of Washington Division 1A PAC 10 2.59% $ 61,901,951
University of Virginia Division 1A ACC 5.13% $ 38,009,219
Duke University Division 1A ACC 2.71% $ 29,097,411
University of Wisconsin Division 1A Big Ten 3.19% $ 48,266,144

Note. UCLA and BYU did not report institutional budget information.
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Level of Participation and Financial Support of Bottom 25 Institutions
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Division | Level Conference % of Institutional Gross Athietic
Bottom 25 Subject Institution (1A, 1AA, 1AAA) Affiliation Budget in Athletics Budget
Xavier University Division IAAA Attantic 10 7.43% $ 7,861,253
Middle Tennessee State University Division A Sun Belt 4.84% $ 8,351,227
University of Maryland-Baltimore America
County Division IAAA East/ECAC 2.43% $ 5,613,431
George Washington University Division IAAA Atlantic 10 1.71% $ 10,358,350
Cal State-Northridge Division IAA Big West 2.56% $ 7,977,069
Manhattan College Division IAAA Metro Atlantic 8.04% $ 5,200,394
East Tennessee State University Division IAA Southern 2.62% $ 5,305,693
Horizon
University of Wisconsin-Milwaukee Division [AAA League 1.37% $ 5,109,559
University of Akron Division 1A Mid-American 3.08% $ 9,008,559
Arkansas State University Division IA Sun Belt 4.83% $ 7,491,188
Missouri
Drake University Division [AA Valley 8.95% $ 7,334,167
Bali State University Division |A Mid-American 3.62% $ 10,617,707
Tennessee Tech University Division |1AA Ohio Valley NA $ 4,403,538

Note. Tennessee Tech did not report institutional budget information.

It has been widely printed that there are six distinct conferences that experience

more financial success than others in NCAA Division I athletics. These “Big 6”
conferences are the Atlantic Coast Conference (ACC), Big East, Big Ten, Big 12, Pac
Ten, and the Southeast Conference (SEC). Members of these conferences all compete at
the Division IA level, supporting football at its highest level. All other Division IA
conferences are considered mid-majors and those who compete at the Division IAA and
TIAAA levels are not even considered. Popular press reports that the “Big 6” conferences
are more financially supported because of football bowl placements and conference

revenue sharing. Since 1998, the 63 schools in the “Big 6” conferences have received
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$450 million in bowl payouts, compared to just $17 million for the other 54 universities

in Division IA (Gehrke, 2003). This argument supports the notion of an “arms race”
between those who are on top (Big 6) and those who are not (mid majors and others) and
exhibits how the rich get richer and the poor continually lose money; a self-perpetuating
cycle.

After review of Tables 13 and 14, there are a few observations that are important
for discussion. First, all institutions in the top 25 are Division IA and all but one are from
one of the “Big 6” conferences. Of those institutions that placed in the bottom 25 only
four compete at the Division IA level and they do not enjoy the comfort (not to mention
the riches) of membership in one of the more popular conferences. In fact, there are just
as many Division IAA programs represented in the bottom 25 as there are Division IA
(four) and more programs without football (Division IAAA) than any other (five).

It is also this researcher’s observation that although there is no empirical proof
that the broader institutional support between the top and bottom 25 is any different, there
appears to be some interesting and more important trends going on within groups versus
between groups. In those groups that finished in the top 25, institutional support ranges
from 1.33% to 10.55%, while the lower 25 range is 1.27% to 8.95%. Such a difference in
distribution calls for further examination in future research. Additionally, it is questioned
whether the two groups are even similar enough to compare as the gross athletic
department budget totals differ tremendously. For example, there is a $10 million
difference between the smallest budget in the top 25 and the largest in the bottom, and the

budgets in general range from $4,403,538 to $69,687,828; spanning more than a $65
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million difference. The old adage, “apples to apples or apples to oranges” is illustrated

here. Further investigation within the two groups is prudent.

These findings are also very significant as they support the practicality of the
“arms race” argument, suggesting a symbiotic relationship between financial resources
and athletic success. While intuition has been regarded as fact in popular press, for the
first time in research literature empirical evidence has revealed that the gross amount of
athletic budgets does significantly correlate with success. Just as important, however, is
the indication that athletic success is more complicated than gross athletic budgets alone.
Other factors (e.g. NCAA Division I level and conference affiliation) seem to dictate
success as much as does an athletic department’s gross budget amount. This implies that
as long as conference revenue sharing and the bowl bidding process remains the same, so
too will the distribution of power in Division I athletics.
Allocation of Budgets in Intercollegiate Athletics

It has been convincingly argued that there is no conceivable way for the bottom
25 to equal the budgets of their top 25 counterparts without major structural changes in
Division I athletics. With empirical evidence indicating that there is a significant
relationship between an athletic budget and success in the SDC and that there are
significant differences in gross budgets between those who are successful and those who
are not, it is important to attempt to level the playing field. One key finding of this study
suggests that resource allocation rather than resource acquisition may be an alternative
indication of success in the SDC.

While the economy continues to follow a downward cycle, a reexamination of

spending initiatives has lead to project resizing, better capital management, and
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reallocation of resources (Nelson, 2002). In a time when athletic departments are

counting on support from central administration, decreasing state appropriations leave
athletic administrators justifying their share. Reacting to the negative implications of the
“arms race”, intercollegiate athletics needs to follow suggestions found in finance,
economic, and higher education literature and consider additional capital management
strategies. Financial experts have moved away from support of uniform resource
acquisition and shifted towards ideals in capital management and fiscal efficiency
(Haddock, 2001; Mintz, 2002; Nelson, 2002; Peacock & Copper, 2000; Pratt, 2002;
Sissen, 1999; Zolkos, 2000). Higher education economists are also recommending
dedication to resource allocation as a result of decreased state appropriations (Gaither,
2002; Layzell & Caruthers, 2002; Middaugh, 2002; Robst, 2001). Although there have
been an overwhelming number of studies dedicated to resource acquisition through
means such as merchandising, licensing, athletic development, sponsorship sales,
television and radio contracts, naming rights, suite sales, endorsement contracts, and
ticket revenue (Amis, Pant & Slack, 1997; Atwell, 2001; Byers, 1998; Bynum, 2002;
Covell, 2001; Furst & Schmidt, 2001; Howard, 1999; Howard & Crompton, 1995;
Kellogg, 2002; Mahony & Pastore, 1998; Padilla & Baumer, 1994; Plinske, 1999;
Rolnick, 1998; Sperber, 1990; Sperber, 2000; Stotlar, 2002; Suggs, 2002d; Weiner, 2002;
Zimbalist, 2001), nothing has yet to be offered in terms of resource management in
intercollegiate athletics.

This study adopts the theory of the Resource-Based View (RBV) of the firm, that
endured competitive advantage may be sustained through allocation of resources rather

than their acquisition (Amis, Pant & Slack, 1997; Mahoney, 1995; Mahoney & Pandian,
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1992; Smart & Wolfe, 2000). An athletic department’s budget, as reported in the

EADA report, can be allocated into six distinct variables: recruiting expenditures, student
aid expenditures, coaches’ salaries, team operational expenses, administrative operational
expenses, and capital expenditures. Under the RBV theory, appropriate attention paid to
the most significant variable could lead to a sustained competitive advantage, or success
in the SDC.

The first major finding with regard to these six allocation variables is that they
account for almost 94% of the variance in success as measured by SDC standings.
Another way to consider this is that only 6% of the variance is a result of factors other
than these six allocation variables. This means that these six variables are very
significant predictors of success in the SDC and the allocation of these variables is a
statistical factor in outcome. This is important because it suggests that analysis of total
athletic budgét is inadequate since budget can be further categorically defined. It has
been shown that although broader institutional support has no outcome on the SDC, a
further examination of its athletic department’s budget proves prudent. Holding true, this
study provides a schema for future researchers and practitioners when athletic budget
analysis is employed.

Next, it was important to determine if there are significant differences in allocated
budget variables between those who are successful and those who are not. If there was
no difference then it would seem that allocation of these variables does not matter, but
rather overall budget is the main predictor of success. Analysis of difference in gross
budget variables shows a significant difference in each variable between the top and

bottom 25, which seemingly supports the previous section’s dialogue that the more
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resources present the more success endured. It has been discussed, however, that

analysis of gross amounts may be misleading, and perhaps examination of percentage of
overall budget is more appropriate. Student aid, coaches’ salaries, team operation
expenses, and capital expenditures all showed significant differences between the top and
bottom 25 institutions under examination.

Once again, logical reasoning can explain a few of these differences. There are
few constants in intercollegiate athletics, but those constants reveal themselves in this
analysis. Regardless of budget size, in order to support an athletic program at the NCAA
Division I level, an athletic department must support the tuition of its student-athletes in
the form of scholarship dollars. As we have seen a significant difference in the gross
athletic department budgets between the top and bottom 25, these universities must
dedicate the same amount of financial resources to student aid, leaving a significant
difference in percentage of resource to overall budget. The same argument can be made
for coaches’ salaries. If sport programs want to keep successful coaches they must pay
the market rate for their salaries. This supports the previous demonstration of an
omnipresent “arms race”, as the lesser successful programs try to compete with the larger
conferences and must continue to pay higher coaches’ salaries. Once again, this resource
is a constant and understandably should differ when analyzed as a percentage of overall
budgets. In addition, team operation expenses in Division IA institutions logically would
be higher on the gross level, given the nature of their NCAA competition level. These
expenses include travel, lodging, uniforms, and equipment, all naturally inflated due to
the characteristics of more strict membership policy when compared to those in Division

TAA and Division IAAA and their “mid-major” conferences.
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Capital expenditures are not a constant but rather a luxury endured by those

institutions who can most afford them. While much further investigation of capital
expenditures is necessary, it seems to reason once again that those athletic programs with
a larger gross budget can dedicate more resources to these ventures, yet again supporting
the “success breads success” approach. This leaves recruiting and administrative
expenditures as variable figures, and explains the proportionate allocation when
compared between the top and bottom 25 institutions.

Since it has been discovered that significant differences exist in four allocation
variables between those who are successful and unsuccessful in the SDC, it is important
to determine the nature of the relationship of those variables on SDC success. Prediction
of success in intercollegiate athletics has been under examined throughout the literature.
Segas et al. (2002) used SDC points as an incentive to compliance with Title IX in Pac
Ten universities. U.S. News and World Report (2002), The Sporting News (2000), and
Sports Hlustrated (2002) all used a combination of variables including compliance with
Title IX, graduation rates, win/loss records, and NCAA violations to rank the top
university athletic programs. None, however, have considered the relationship of
resource allocation variables and success.

Once again utilizing allocation variables as a percentage of the gross athletic
budget, results show significantly strong correlations between four allocation variables
and success in the SDC. These four, not so coincidentally, are the same as those that
showed significant differences between the top and bottom 25 institutions. The negative
relationships that student aid, coaches’ salaries, and team operational expenses have on

SDC success is explained with the same logic as the difference scores. Since it has been
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statistically indicated that gross overall budget has a strong correlation with success in

the SDC; and student aid, coaches’ salaries, and team operational expenses are a constant
expense across all NCAA Division I athletic departments, it is logical that the
relationship would be negative. As athletic department budgets increase and success in
the SDC is high, these constant variables remain unchanged in gross amounts, which lead
to a negative correlation. These results indicate that as the allocation of these resources
decrease percentage-wise in an athletic budget, success in the SDC will increase.
Conversely, capital expenditures have a positive correlation with SDC success. This
relationship suggests that as allocation of financial resources to capital expenditures
increase so too does success in the SDC. Once again the reader should recall
aforementioned arguments of a self perpetuating relationship; that those who have money
are in place to keep it and those that do not have financial resources are left allocating
their small share elsewhere.

Finally, a multiple regression analysis of the allocation variables acting as
predictors teased out their relationship with SDC performance as well as which
indicator(s) is a significant predictor of success. In the analysis of budget allocation
differences and correlation with SDC success it was prudent to use percentages of gross
overall budget. In this case, however, percentages cannot be used as it violates a critical
assumption in regression, that of independence. If one were to use percentages, each
variable would be dependent upon the other in order for the allocation to total 100%. By
using raw budget amounts one can meet the assumption of independence and perform the

multiple regression analysis.
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It should again be stated that over 90% of the variance in SDC success can be

accounted for by the set of six allocation variables, a significantly important ocutcome of
this study. Also, this set of predictor variables, or allocation variables, significantly
predict performance in the SDC. Knowing this, it is important to determine which of the
six variables most relate with the outcome of success in the SDC. Those predictors that
showed a significant relationship were recruiting expenditures and team operation
expenses.

Once again, team operation expenditures are presented as significant factors on
the outcome measure, SDC performance. The regression formula, unlike the correlation
coefficients, reveals that recruiting expenditures also have a positive significant
relationship with success, one which has shown no association in previous analysis.
Simply reacting to the multiple regression would lead one to believe that emphasis should
be placed on allocation in those that have proven as significant predictors. This
reasoning, however, would be far too presumptuous, however, after considering our
previous analyses.

Working backwards, it was interesting to find that one variable in particular, team
operational expenditures, was significant variables in all three analyses. Recall that it has
been established that in order to appropriately determine which budget allocation
variables have a strong relationship with success, percentages of overall budgets rather
than actual amounts need to be analyzed when comparing the top 25 institutions to the
bottom 25 institutions, thus attempting to “level the playing field”. In order to meet the
assumption of independence, the regression analysis used gross totals in allocation

variables to determine significant predictors of performance in the SDC. Comparing
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those to the correlation coefficients run with variables reflected as percentages of

budget on SDC success we extract the one that is present in both; team operational
expenditures. Further comparison with t-test results reveals that team operational
expenditures are significantly different between those who have been designated as
successful and those who are unsuccessful. It can then be implied that there is a
significant difference between how those who are successful and unsuccessful allocate
their budgets, with special emphasis placed on team operation expenses.

The significance of these findings may be of interest to scholars and
administrators alike. First, and perhaps most importantly, future research can rely on the
schema of athletic budget allocation presented by this research. Secondly, while
evidence supports the notion that increased expenditures in athletics has some
relationship with success, so too does allocation of resources. There are differences in
how successful and unsuccessful athletic programs allocate their budgets, and while it
may be a result of the inconsistencies in revenue acquisition across conferences, athletic
administrators can refer to the allocation model of the top 25 for comparison (see Table
15). Thirdly, team operational expenditures are most closely tied with performance in the
SDC and should be considered when athletic budgets are allocated. Lastly, not all
Division I athletic departments operate the same. There is a distinct financial difference
between the top and bottom programs in the SDC and as long as current revenue
distribution among those programs remains the same there will be a noticeable gap.
Allocation of financial resources does matter, but at this juncture in intercollegiate

athletics it seems that total resource acquisition matters more.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



94

Table 15

Budget Allocation Totals for Top and Bottom 25 SDC Point Accurnulators

Expenditures as a % of Overall AD Budgst

Student Coaches Team Admin
I . ,ab ..ab . abc . ., _ab
Recruiting Aid Salaries Operations Operations Capital Total
Top 25 1.88% 13.01% 11.36% 9.55% 31.32% 14.01%  81.13%
Bottomn 25 2.43% 29.51% 16.40% 13.51% 26.26% 2.25% 90.35%

Note. All numbers are aggregate over operating years 1999-2000, 2000-2001, and 2001-2002.
a. t-test identifies significant difference
b. significant correlation with SDC SDC performance as measured by aggregate point totals

¢. significant predictor of SDC performance as measured by aggregate point totals

Conclusions

While experts in the fields of finance, economics, organizational management,
and higher education are flooding literature with cost containment tactics and
suggestions, intercollegiate athletics continues to overwhelmingly rely on one single
formula: increase revenues. Although common-sense intuition and empirical data
support the notion of resource acquisition, a fluctuating economy suggests paying closer
attention to resource allocation and fiscal efficiency as additional or alternative strategies.
As the impending “arms race” heightens and continues to threaten the integrity of
intercollegiate athletics, so too does the need for athletic administrators to search for
additional capital management strategies.

Another important theme in intercollegiate athletics is performance. While some
studies offer their definition of success based on various factors within athletics, few
offer predictive variables, especially with consideration to financial allocation of the
budget. This study attempted to link the two, considering the relationship of allocation of

financial resources in intercollegiate athletics on success in the former Sears Directors’
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Cup. Not only do the results show a relationship between the two, but it also confirms

intuitive theory that more money in athletics corresponds with success, and further
suggests that two particular allocation variables, coaches’ salaries and team operational
expenses, are significant indicators of success in the SDC.

Throughout the discussion of results many significant conclusions were drawn.
Prior research was supported as this study indicated very little financial support from the
broader institution and advanced that percentage of institutional support dedicated to
intercollegiate athletics has no relationship with success in athletics. This dispels popular
opinion that an institution’s investment in its department of intercollegiate athletics
returns success and supplements the very sparse literature in this area. Also, this study
supported conventional wisdom that gross dollar investments in athletics yields success
and that there is an ever increasing gap between the successful and unsuccessful. Just as
important was the observation that in addition to gross budget, there are additional factors
(e.g. NCAA Division I level and conference affiliation) that impact an athletic
department’s on-field success. If the so called Division I “playing field” were to be
leveled these issues need to be considered. In addition, this study offers a schema of
expenditure distribution in the suggested six allocation variables. These six variables
account for 90% of the variance in SDC success and offer a categorical analysis of
budget allocation. Future research now can rely on empirical data to further analyze the
financial situation in intercollegiate athletics. These major findings contribute to the
body of literature in sport management, intercollegiate athletics, success measures,
resource management, and finance in higher education. Also, this study may be used by

athletic administrators as a model for financial allocation. Comparison of individual
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athletic budgets to this report may reveal inconsistencies or deficiencies in their

respective budgets.

All told, the major conclusion of this research reveals that money does indeed
matter in intefcollegiate athletics. This study has empirically validated concerns of a gap
in Division I universities, suggesting one group, members of the “Big 6” conferences, has
a distinct financial advantage over all others, regardless of financial resource allocation.
Because of a lack of literature in this field, this research has served as an exploratory
study and poses as many questions as has answered. Most importantly, this report
should act as a catalyst for further research in the field of resource allocation in
intercollegiate athletics.

Limitations

While this study positively contributes to a lacking thematic discussion of fiscal
efficiency in intercollegiate athletics, throughout the course of this study the researcher
found several limitations and obstacles to data collection and analysis. As these
limitations did not completely impair the procedures and analysis, it is important for these
to be addressed for future considerations.

One intention of this study was to determine if budget allocation variables had a
relationship with SDC success. One variable in particular, capital expenditures is not
listed on the EADA report. In order to collect this data on this variable a separate letter
of request (see Appendix K) was sent to appropriate athletic administrators. This piece of
information, while mandated for public review, experienced a lesser rate of return than
did the EADA report. In addition, reporting inconsistencies in this area need to be

addressed as each institution reports and defines capital expenditures differently. Itis the
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recommendation of this researcher that future EADA reports include a consistent

method for recording capital expenditures in intercollegiate athletics.

Although the EADA report is a document intended for public distribution when
requested, retrieval and reporting discrepancies exist. First, there is not one single unit in
a university that consistently handles EADA requests. This makes acquisition of these
reports more difficult than necessary. Also, reporting methods on the report itself are not
consistent across institutions. One example of this is exhibited in head and assistant
coaches’ salaries. In some cases, wages and salaries are the only figures reported, while
other universiﬁes include bonuses and incentives. Again, the integrity of future research
relies on the dependability, consistency, and accuracy of reporting methods and this
variation needs attention.

An important aspect of this study was the use of aggregate dollar amounts over
the fiscal years of 2000, 2001, and 2002. This was done in an attempt to soften unusual
expenditures across athletic departments and allocation variables. An example of this
occurred when one subjected shifted the management and fiscal responsibility of its
multipurpose facility from athletics to student affairs. The effect of this change is felt in
administrative and facility expenditures as its budget was half that of the total athletic
budget. In order to more accurately predict relationships and differences, a larger span of
years should be used in this longitudinal analysis. Trends do not occur in years, but
rather decades and a more broad scope of years may help to capture these tendencies.

It must be acknowledged that the range in the outcome variable was initially very
limited, with success reported as a “2” and lack of success as a “1”, This dichotomy

would impact correlation and multiple regression analyses, disallowing core assumptions
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to be met. In order to accommodate these underlying assumptions, three-year

aggregate point totals were used as the outcome measure in correlation and regression
analyses, offering a continuous dependent variable.

Lastly, throughout the course of this research it was discovered that Division 1
athletics are not the same across all membership levels. Division IA institutions are
much different in their financial support than are Division IAA and TAAA, which
assuredly contribute to success or lack thereof. Comparing the top and bottom 25 in the
SDC is not a leveraged comparison and further analysis of differences within those
groups may yield additional interesting and significant results.

Recommendations for Future Research

A result not captured in the data analysis is the fact that this study presents
opportunity for future research with similar themes and applications. The lack of
substantive research in this area is at once discouraging, but at the same time promising
and hopeful. The following are recommendations for future research:

1. Replicate this study analyzing only the top 25, dividing them into two groups to
determine differences among those who are successful. This will ensure
comparison of like athletic departments and possibly uncover allocation
tendencies that account for success.

2. Replicate this study using alternative non-financial variables as predictors of
success. Other possibilities could include Title IX compliance, graduation rates,
number of sports offered, or number of student-athletes. This would either dispel

or support the notion that financial support is the sole indicator of success.
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3. Replicate this study with alternative outcome measures. Other potential

measures could be conference or championships and graduation rates. If athletic
administrators have alternative success priorities this study could serve as a model
for those wishing to find indicators of success, regardless of definition.

4. Investigate the percentage of an institution’s overall budget to areas other than
intercollegiate athletics, such as Chemistry, Student Affairs, or University
Development. This will indicate whether or not athletics receives
disproportionate financial support when compared to other university units.

5. Replicate this study within NCAA Division II and II programs to compare results
across membership divisions. It has been discussed that Division I member
institutions are not all similar and experience extreme variance in level of
financial support. Division II and IIl programs place far less emphasis on revenue
acquisition and analysis of their allocation tendencies would be much less biased.

6. This study analyzed broader institutional financial support in terms of percentage
of overall institutional budget reflected in its athletics budget. Gross amount of
financial support offered from central administration to athletics varies among
universities and could account for some success variance. Investigation of the
relationship between gross amount of central administrative financial support to
athletics and athletic success could reveal much different results.

7. Replicate this study teasing out the differences between public and private
institutions rather than the top and bottom 25 in the SDC. Suggesting that central

administrative gross financial support may be an indicator of athletic success,
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there could be distinct differences between those who receive state

appropriations and those who do not.

Once again, because of a lack of literature in this field, this research has served as an
exploratory study and has revealed as many questions as it answered. Future research
needs to refine the data and more closely investigate allocation tendencies in
intercollegiate athletics. There is a need for additional research in this area and it is the
hope of this researcher that this study will serve as a benchmark for future endeavors.
For now, however, we can rest assured that success does bread success. In other words,

money matters.
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Appendix A

Team Sports Points Bracket

Effective in the 2001-2002 athletic season, standings for the Sears Directors' Cup will be

based upon the size of the championship bracket. First place for all brackets and all
sports is 100 points.
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