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1. Introduction

Contributions have become an increasingly important source of revenue for college athletic
departments. For example, Raiborn [21; 22; 23] found that in 1968-69 athletic departments
participating in Division I football received § percent of their total revenues via contribu-
~ tions. Over time this figure has increased so that by 1981-82 contributions were the source

of 11 percent of the average athletic department’s revenues. When the contributions are
expressed in dollars, the rapid increase in contributions is highlighted. Raiborn calculated
average contributions per athietic department of $116,000 for {968-69, while the figtire had
risen to 437,000 by 1981-82,

Research by Feldstein [3] and Reece [24] on charitable contributions by individuals
has highlighted tw imporaace of developing specific models for groups of recipients such
as religious organizations, political parties, and higher education. To date, however, there
has been no systematic analysis of the economic determinants of athletic contributions.
This paper addresses this void by providing a model of athlelic contributions and by
subjecting the model to empirical scrutiny.

This paper will be presented in three parts. First, a mode! of athletic contributions will
be developed. The next section will consist of a brief discussion of the data and an
examination of the empirical results, The final section will highlight the results and suggest
future research,

1. A Model of Athletic Contributions

The goal of this section is to provide a framework for identifying the determinanis of
athletic contributions. To determine the amount raised by a particular athictic department
*Special thanks are due Steven Schwartz, William J. Moore, Tom Merz, Gary Koppenhaver and numerous

eolleagues at the University of Georgia for helpful comments. An eatlier version of this paper was presenied at the
Houthwestern Economics Association Meetings, March 1983, As usual, the authors are responsible for all errors.
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one needs to understand the motivations and consequent behaviors of the donors and the
recipients. Prior to discussing the donors and the recipients separately, it might be helpful
to differentiate this paper’s approach from previous research on contributions.

An examination of {frequently cited empirical articles dealing with charitable contribu-
tions reveals an almost exclusive attention to donor behavior[2; 4; 5; 6; 12; 24; 27]. These
articles focus upon the price elasticity, due to tax deductibility, and the income elasticity of
charitable contributions. Generally, the price elasticity is estimated to be elastic and the
income elasticity is estimated to be normal.' Another frequent theme concerns the impact
of recipient income upon donor behavior. The limited evidence on this relationship is
mixed. For example, Schwartz [27] found a significant negative relationship between
contributions in general and recipient income, but Reece [24] was unable to find a signifi-
cant relationship. At the other extreme, Keating[12] found a significant positive relation-
ship between United Way contributions and recipient income.

Research by Long [ 15] contained a noteworthy extension of the preceding research.
Long attempted to gauge the importance of social pressure as a2 determinant of contribu-
tions to health charities. Social pressure can take various forms such as solicitation by
friends and publication of a list of contributors. The inclusion of a social pressure variable
was a recognition that some donations are not completely voluntary and that fund-raising
techniques can be a major determinant of contributions.® In fact, Long found social
pressure (along with income and wealth) to be a significant determinant in many cases.
The potential importance of social pressure has been reinforced by recent research by
Keating, Pitts, and Appel[13]. Ina study of United Way contributions, social pressure was
a significant determinant of whether or not an individual contributed and also of the size of
the contribution.

Price and income clasticities of charitable contributions are not emphasized in the
present study. While the microeconomic behavior of individual donors is examined, the
donors are aggregated on the basis of contributions to individual schools. Consequentiy,
this study focuses upon a particular group of recipients, athletic departments. This ap-
proach allows insight into the incentives for donors to make contributions and the motiva-
tions for the recipients to seek contributions.

Donors

Consider the behavior of donoers in a utility-maximization framework where donors derive
utility from giving as a part of a process producing some other argument in their utility
functions. In other words, the donor is pursuing end utility as opposed to act utility.” This
perspective appears reasonable for examining contributions to intercollegiate athletics,
The earmarking of contributions for athletics rather than for general university use suggests
that the donor receives utility from the specialized use of the funds. In addition, a large
percentage of contributions are a payment for preferential seating at games and other bene-
fits. This type of giving may be viewed with a utility function as follows:

1. Coentrary to findings with respoct to the United States, a study by Ilood, Martin, and Osberg [%] of the
determinants of charitable contributions in Canada estimated a price elasticity of less than one.

2. Athletic administrators are quite aware of the importance of fund-raising techniques. A recent article by
Barnes, Rice, and Sturrock [1] discussed aiternative methods of fund-raising.

3. This distinction is commonly made in the contributions literature, Ireland and Johnson [11] provide a
discussion of this distinction. In addition, Hochman and Rodgers [8] and Rodgers [26] use 2 version of this distinction
in this discussions of redistribution and utility interdependence.
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U, = DX, %, ., X5 I

Here the donor derives utility from the m private goods consurped, one of which might be
the emjoyment from attend E:’Eg an # mh;zc contest, and from the value he attaches to the
success of the athletic programs, £ As a result, the marginal utilivy of a contribution, C, by
the donor, MUz {é‘ U/8583{85/5C), is dervived indirectly from the success of the athletic
program, rather than directly from the act of givi‘lg :

Success may ’z}a efined in many ways. A thorough, but not exhaustive, hist is as
follows: 11 developing the academic and ath §:3izc talents of the student-athlete; 2) maxi-
nizing student particination in imfsw ilegt 3
athletic és;}mimfgz and the unity of all University constituencies; 4} winning conference
and naticnal championships; ;‘5} providing superior athletic facilities; 6} selecting and
traming quality employees for athletic department positions; Th encouraging quality young
men and women (¢ pursue a career in athletics; and &) assisting the development of
interscholastic and intercoliegiate sports.” Undoubiedly, one of the most important mea-
sures of success iy the perfuimane of various atilotic wams. A aunber of aiguments

m‘ﬁ

iate athletics; 3) promoting morale within the

follow directly.

An obvicus manifestation of increased utility through athletic suceess is reflected by
attcndance at s school’s games. In fact, closc cxamination of attendance and price-setting
behavior reveals a key source for athletic contributions, Consider a demand curve for
attendance as shown in Figure |, For present purposes the demand curve can be viewed as
capturing the demand Tor a school’s entire schedule m" home games. Assume an average
ticket price, P, which would attract aftendance of Q The area PRA is consumer surplus
and represents a source of poie itial contributions to the athletic department. These potcn—
tial contributions can be realized i the aihietic department practices price discrimination.”
In fact this is precisely what big-time athletic programs do. Athletic departments fre-
quently utilize a {wo-part tariff {or the sale of foothall tickets. There is a price for a season
ticket and & mandatory lump som contribution. This contribution determines seat location
and other benefits

A guestion migh? be raised as to why the schools do nof explicitly incorporate seat
location into thelr sicket prices, T‘m reasons can be offerad. First, many conferences have
gate-sharing arrangements. A given school, and especially one with high attendance, has
an incentive to convert gate seai;p{s into contributions because gale receipts must be
shared, while contributions are not.” Second, and likely more imporiant, contributions by

4. Sigetman and Bookheimer 28} {ound 2 significant simple correlation between success in cotlege footbaliand
coniributions 1o athletic programs.

5. The list is a shortened version of a statement of goals of ih: University of Morth Carabine athistic depaniment
which was supplied the authors 2 few vears ago by Willlam Cobey, Jr, then Director of Athletics at UNC.

&, The actusl pricing of college foothall games s more Fompnmtea than the assumption indicates. Colleges
typicaily offer a schedule of ket prices differentisting among faculty, staff, students, and the general public and
differentiating reserved seating from general admssion seating.

T, oA simitar avgumen ozn be foung In Hansmaun {7] Chie suvuoaie viability of o vonprofit i:nli.il.usﬁc wiight
necessitate voluntary price discrimination. The combinatien of high fixed costs and low marginal ¢osts results in prices
which cover marginal costs, but the revenus generated fails to cover fized costs. Te remain in operation, the nonprofit
enterprise needs voluntsry contrl bvwmn\

B, Inasurvey of the fifty choals to be used kater in the regression analysis, we found that ondy three schools
indicated athietic contributions were not used in cither the determination of seat locasion or the eligibility to purchase
tickeis for football games,

%, Thers are wavs o remove this incentive. For example, visiting schools ean negotiate a guarantee based on

i rew

attendance, rather than jusi a minimum gusrantes



CONTRIBUTIONS TO INTERCOLLEGIATE ATHLETICS 183

Price

p - T i T e — T Gt
i
i
[
i
|
f
i
i D
1
1
i
|
I
!
¢
0 ¥
Q Total Home Attendance
Figure 1.

individuals are tax deductible, while the purchase of tickets is mot. The use of price
discrimination through mandatery contributions allows the school o reduce the real cost
of a contribution and, therefore, possibly increases the school’s receipts.

For empirical purposes the relationship between the amount of potential contributions
and attendance is straightforward. For a fixed ticket price, there is a positive relationship
between potential contributions and attendance. If there is an increase in demand for
tickets, there will be an increase in the amount of consumer surplus and thus in the amount
of potential contributions. This increased demand may come from a team’s past success or
from the promotional efforts of the athletic department.

A second feature of this relationship is noteworthy also. The increase in potential
contributions increases at a decreasing rate as attendance increases to . The econoinic
interpretation of this result is straightforward. The consumer surplus of the Qth fan will
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tion does not determine polential coniributions completely.
There are individuals who do not attend the games, but derive utility from following the
team via varnous media outlets. While these individuals are potential {ree riders, not all
choose to do so. Various reasons o in contributions by these indi-
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§ = S{Zy, Zz,..., £u; 0} 3

where success is derived from the use of inputs Z, through Z, given a vector, a, of
technelogical parameters, The Zs may include such things as the guality of coaching staffs,
student-athletes, athletic facilities, and academic advising. The productivity of these inputs
depends upen technological parameters as exemplified by the quality of one’s opponents,

The use of inpuls in the success function suggests that the athletic department is
incurring costs, costs which must be covered by the athletic department’s revenues, The
breakeven constraint can be represented as follows:

M

R = CONT+ NCONT = C = S WZ + VP. (4

it

H

i

Total revenue is represented by R, while total cost is represented by C. On the revenue side
CONT is the level of contributions, while NCONT is the non-contribution revenue from
ticket sales, television and radio revenue, and all other sources. On the cost side, each of the
Z;inputs used in the production of success causes the athletic department to incur a cost of
W, per unit, Finally, there are fund-raising expenses, where each unit of fund-raising, P,
entails a cost of V. Consequently, the firm must generate revenues sufficient to cover all
costs,"!

In order to simplify the exposition, assume success can be summarized by a variable
which we will term winning percentage, WIN. In reality, an athletic department will have a
winning percentage associated with each team that it fields, but that does not affect the
following analysis.” It is also reasonable to expect that WIN is functionally related to the
athletic department’s revenues and costs. Consequently, the athletic department’s optimi-
zation problem can be represented as follows:

Max U(WIN) subjectto R{(WIN) = C(WIN) and WINZ0. {5)

WIN
Using Lagrangean methods the following function results:
L(WIN, 2y = UWIN) + M(R(WIN)Y — C(WINY), {6)

where A is the Lagrangean multiplier.
The familiar Kuhn-Tucker conditions for a maximum are as follows:

(3LJAWIN) <0 (3LJ9N) = 0
(AL/BWINY(WIN)Y = 0 @L/3N(A) =0 . N
WIN =0 A0

Generally, one can anticipate that the maximum would be characterized by
gL/aWIN = 0 and WIN > 0. On the other hand, the value of 3L/dX and A depend on
whether or not the breakeven constraint is binding. If the constraint is binding, then
gL/8x = 0 and A > 0. Since A is the marginal utility of an increase in net revenue, this

I, In order to simplify the analysis, we have omitted reference to the time dimension. In a given year the
breakeven constraint need not hold. As long as the athletic department has accumulated financial reserves over time, it

may incur costs in excess of revenues for a particular year.
12, Fur an craminstivn of the relationship between costs and winping in imercotivgiate athietics, see Coughlin

and Erekson {3].
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suggests the athletic department can increase its welfare with an increase in net revenue.
On the other hand, if the constraint is not binding, then dL/dX >0and A =0. With A =0,
this means an increase in net revenue will not allow an improvement in the athietic
department’s welfare.

The preceding discussion is represented graphically in Figure 2. The shapes of the
curves are only suggestive of reasonable relationships. In the binding case, it is clear that
the athletic department could reach a higher level of ntility if the constraint were relaxed.
In the other case, the constraint is not binding and the athletic department is able to attain
an unconstrained maximum. In the non-binding case there is a question as to the exact
amount of revenues gencrated and costs incurred. The athletic department might elect not
to fully exploit the revenue potential associated with W/N © and simply generate enough
revenues to cover the costs associated with technical efficiency. There are other possibilities
as well. The athletic department might waste some of the potential surplus by being
technically inefficient. The athletic department might also elect to accumulate some finan-
cial reserves. Obviously, the athletic department might choose same combination of the
above possibilities.
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It should be noted that the lustration of the non-binding case as one of satiation
resulted from a mathematical simplification. The athietic depariment, as an individual
unii, need not be satiated for the breakeven constraint {o be non-binding. For example, an
authority external to the athletic department might have the final say as to the expenditures
of the athletic department, This case can be handled by adding another constraint to the
mathematical analysis. This constraint would be C{WIN) < C*, where C* would be the
amount of allowable expenditures. Given the allowed level of expenditures, which may be
less than potential revenugs, the athletic department maximizes utility, This equilibrium
can occur at a point where marginal utility is positive. Slmilas to the case of satigtion, there
is a question as to the exact amount of revenues which would be generated.

The preceding discussion provides the background for a closer examination of the
contributions function. So far, we have exprossed rovenucs, both contributions and all other
revenue, as a function of winning percentage. There are likely a number of other variables
which can affect revenues,

Recall that contributions (both mandatory and voluntary) result from an interaction
of individuals willing to contribute and an athletic department’s efforts to generate contri-
butions. In the donor portion of this section of the paper, we identified a number of
variables, in addition to winning percentage, which affect potential contributions. Since
football and basketball are the primary revenue generating sports, it is reasonable to
expect the winning percentages in both of these sports to affect potential contributions. In
the case of fontball, however, the usual pricing policies of athletic departments suggests the
use of attendance and the square of atiendance rather than winning percentage. In addition,
it was suggested that bowl] participation and state population would also affect potential
contributions. ’

The discussion concerning the breakeven constraint provides insight into whether or
not these potential contributions will be realized. When the breakeven constraint is binding,
then the rational athletic department will pursue fund-raising until the marginal revenue
from fund-raising is equal to its marginal cost. Obvicusly, any increases in net revenue will
allow the constrained athletic department to attain a higher winning percentage, and, thus,
a higher level of utility. In other words, those factors which affect potential contributions
will affect actual contributions in a similar fashion.

If the breakeven constraint is not binding, then definite theoretical implications are
missing. The behavior of the athletic department concerning the disposition of the potential
budgetary surplus is crucial to determining the impact on actual contributions to a change
in potential contributions. An example will illustrate this point. Assume an autonomous
increase in attendance. This will cavse an upward shift in the revenue curve. I the athletic
department chooses to increase its budgetary surplus, then it can tap this increase in
potential contributions. Empirically, there would be a positive relationship between atten-
dance and contributions. On the other hand, the athletic department might choose to
maintain revenues at their previous level because existing revenues cover the financial
needs of the program. Expenditures by the athletic department may be limited by university
authorities or by NCAA regulations governing the size of the coaching staffs, the number
of scholarships, or the level of linancial awd. Alternatively, satiation may occur because a
program reaches some target level of success vis-a-vis its competitors. No matter what the
reason, any increase in ticket revenues from an increase in attendance will induce a
reduction in fund-raising. Empirically, there would be a negative relationship between
attendance and contributions.
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The preceding conclusion can be demonstrated mathematically, Ignoring all other
factors, the revenue function can be expressed as follows:

R = CONT(ATT) + NCONT(ATT), (8)

where AT 7T represents attendance, while the other variables have been defined previously.
The total differential of the expression above is;

dR = (QCONT/3ATTYdATT + (ANCONT/3ATTYdATT, (%)

If the breakeven constraint is non-binding, then an athletic department might elect to
maintain its revenue level after an autonomous increase in attendance. Setting dR equal to

zero yields:

(ACONTIAATT + ANCONT/AATTYJATT = 0. (10)

It is reasonable to anticipate AINCONT/dATT >0, so the way that revenues are maintained
would be through a diminution of fund-raising. This would cause sCONT/8ATT < 0. The
result in this case is that a larger percentage of the athletic department’s revenues would
come from revenues other than contributions. 1t should be stressed that the negative
relationship between attendance and contributions is only a possibility and not a necessity.
It should be siressed also that the preceding example holds for any variable that affects
both revenue from contributions and revenue from all other sources. Nonetheless, the
breakeven constraint is likely to be binding for all schools unless they were to have very
large football attendance,

Some suggestive evidence relevant to the preceding discussion concerns Chio State.
Ohio State, along with Michigan, dominated Big 10 football throughout the 1970s. Ohio
State was o leader in football attendance throughout this period. The revenues from
footbalil were sufficient to fund their athletic program. Since the program was a conference
leader, as well as a national leader, one may argue there was little incentive to exploit the
tremendous contributions potential suggested by their football attendance. In fact, citing
evidence from the literature on professional athletics, a league balance effect may be
important. Attendance, and thus revenues, might fall if one team became vastly superior to
its apponents [10; 18]

On the other hand, in the last five years, pressures from a number of sources such as
increased funding for women’s athletics, inflation, and competitive pressures from other
Big 10 schools have combined to force Ohio State to begin exploiting other sources of
revenue. For example, Ohio State reported negligible contributions for 1976-77, but $1.25
million for 198081 [14]. The Ohio State situation reflects an important change that is
generally recognized. No school is immune from the increasing cost pressures being experi-
enced by college athletics. Even the schools with the largest attendance can no longer count
on football ticket revenues being sufficient to support their athletic programs. Contribu-
tions, as well as television revenue, appear to be the best sources for the infusion of new
revenue.

While Ohio State is a relative newcomer, the schools of the Atlantic Coast Conference
are viewed as the leaders in athletic fund-raising [14]. These schools were the first to feel
the pressure to generate additional revenues to support their non-revenue producing sports,
For example, Clemson formed a fund-raising organization for athletics in 1934, while the
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University of North Carolina began in 1938, The ACC schools had relatively lower football
crowds and less television revenus, so they were leaders in soliciling athletic contributions,
It appears that their experience and tradition have continued 10 aid contributions in the
1980s.

Contributions Model

The kev aspects of the model can be summarized. Actual contributions are determined by
potential contributions and the efforts by the athletic department to tap the potential
contributions. The discussion suggested that potential contributions were a function of the
winning percentages in [ootball and basketball, bowl participation, population, and pro-
fessional competition. Whether or not these potential contributions are tapped depends
upon the financial position of the school. If the breakeven constraint is binding, then the
athletic department will pursue fund-raising as long as the marginal revenue from fund-
raising exceeds marginal cost. In this case, actual contributions will be directly related to
the variables which affect potential contributions. I the constraint is not binding, the
relationships may net be signed theoretically. In addition, it has been suggested that those
schools belonging to the Atlantic Coast Conference are more adept at {und-raising. A
combination of need and experience account for this advantage. This advantage should
generate a positive relationship between contributions and Atlantic Coast Conference
affiliation,

While winning percentage in football is a reasonable measure of potential contribu-
tions, the common practice of the use of a two-part taniff for the sale of football tickets
suggests that football attendance would bear a closer relationship than winning percentage
to actual contributions. In addition, the use of this variable allows for the derivation of
additional imphications. i the breakeven constraint is binding, then increased attendance
will cause increased contributions at a decreasing rate. On the other hand, if the constraint
is not binding, then the hypothesized relationship might not exist. While increased atten-
dance suggests increased potential contributions, it also might reduce the need to tap the
contributions. In other words, ticket revenue might be a substitute for revenue from
contributions. The impact of these opposing forees is an empirical guestion.

A similar situation exists for basketball. However, for basketball the use of two-part
tariffs to garner contributions is not as important. To test the revenue-substitution hypothe-
sis for basketball, we include an interactive term combining population and winning
percentage. As pepulation increases, poteniial contributions may be larger. At the sume
time, noncontribution revenues from ticket sales and media revenue are expected to be
larger, This would tend to depress actual contributions. A simiiar argument may be made
with respect to increasss in basketball winning percentage. The next section will provide
evidence on the revenue-substitusion hypothesis, as well as on the empirical importance of
the other variables in the model

I, Estimation of the Model

The following is estimated using ordinary least squares:

CONT, = B, + B FBAT, + B,FBAT + B ACC; + B, BOWL, + B, POP,
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+ B, BB, + B, POP, BB, + B, COMP, + ¢ (an

The variables are summarized in Table 1. Prior to discussing the empirical results, impor-
tant aspects of the data will he highlighted.

The dependent variable in this study is athletic department contributions for 1980-81
{CONT). The Omaha World-Herald conducted a survey of all schools in the Big Eight,
Pacific-10, Southwest, Big Ten, Atlantic Coast, and Southeastern Conferences [14]. In
addition, information was requested from the following independents: South Carolina,
Florida State, Penn State, West Virginia, Pittsburgh, Tulane, and Notre Dame." All
schools provided the total value of donations for 1980G-81 with the exception of Nebraska,
Texas, Wisconsin, Tennessee, Auburn, and Notre Dame.” Consequently, 56 schools,
nearly all of the schools playing big-time college football, are represented. These athletic
departments received an average of $1.38 million in contributions for 1980-81,

The data i3 not ideal, so a few caveats are in order. The figures do not include any
estimates of gifts-in-kind. These gifts come in various forms. Volunteers frequently donate
their time for fund-raising campaigns. For example, a fund-raising organization associated
with the University of lowa, the I-Club Scholarship Fund, has never paid any staff
employees [29]."° This fact is reflected in the organization’s financial statements. During
the period from 1970 to 1976, the organization contributed nearly $1.5 million to the
University’s athletic department, while it incurred expenses of $13,150, In addition to time,
donations of transportation services and food for training tables are common. For example,
Michener [17] has described a typical university with $320,000 worth of contributions in
the form of transportation services.

The contributions data suffers from another weakness. Certain schools were con-
ducting special fund raising projects (in addition to their regular fund-raising), while others
were not. For example, the University of Oklahoma was conducting a capital improvement
drive in 1980-81. As a result, the University reported a figure more than double any other
Big Eight school. Duke University provides another example. In the late 1970s, the Uni-
versity began a special fund-raising project to endow athletic scholarships [16]. A goal of
$13.5 million was established. By late 1979, 71 scholarships, each backed by a $100,000
endowment, had been funded. During this same period $4 million was raised to renovate
the football stadium. Considering all fund-raising, the University was averaging contribu-~
tions of $110,000 per week or $5.72 million per year. Consequently, it is reasonable to infer
that Duke’s reported contributions of $1 million for 1980-81 did not include any special
projects [14]. All in all, it is simply not possible to be certain exactly what contributions a
particular university included in their reported figure. It appears, however, that only a few
schools, patticularly Oklahoma and Stanford, reported their fund-raising for special
projects.

13. Ope might argue that success, as proxied by football attendance and basketball winning percentage. and
contributions are simultaneously determined. However, success in a given year is a function of contributions in
previous years. Consequently, in this cross section analysis ordinary least squares is the appropriate estimating
technigue,

14, The survey included information on seven other schools. These schools are ignored in the present study for
various reasons, but the primary reason is 1o restrict the analysis to the major football conferences and the major
independents.

5. Nebraska provided a figure for 1976-80, while the other schools did not provide any information.

B4, The information for the statement is now four years old, 50 it is possible changes have been made in the

intervening years.
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Table L. Variabies in the Made!

Symbel Definition

i This subscript refers to individual athletic departments.

CONT This variable is athietic department revenues classified as contributions for
{980-81. Conirtbutions are measured in thousands of dolars.

"FRBAT This varinhle is total home foothall attendance for the 1980 season.

Attendance is measured in thousands.

FRAT? This variable s the square of FRAT.

ACC This is 2 dummy variable congerning an athietic department’s affiliation with
the Atlantie Coast Confersnce, A value of one indicates an Atlantic Coast
Conierence member; otherwise, the valus is zero.

BOWL This is & dummy variable refllecting & school's participation in a bowl game
after the 1986 footbali season. A value of one indicates participation,
otherwise, the value is zero, :

POP This variable is the total population in 1980 for the state in which the school
is Jocated, Population is measured in millions.
BB This variable is the winning percentage of the school’s (men’s) basketbal}

team for the 1950-81 season,
POFPBE f'his is an interaciion term resulling from the multiplication of POF and BB,
cCoMpP This is a dummy variable identifying the existence of professional
competition for the college. A value of one indicates the existence in 1980-81
of a professional foorball franchise in the same state as the school; otherwise,
the vatue is zero.

For the most part, the independent variables are self-explanatory. The information on
total home football atiendance for 1980 (FRAT), bowl participation {BOWL), and
basketball winning porcoutage (B8 Yare available from weferences published Uy the National
Collegiate Athletic Assoctation [19; 261 Information on Atlantic Coast Conference affilia-
tion (ACC) is common knowledge, The popudation variable (POP) was available in the
Survey of Currene Business [257, POP was derived by dividing total state income by per
capita state income. The interaction term { POPERB) is the result of combining POP and
BB The professional competition variable {COMP) is a dummy variable for the existence
of a professional football franchise in the same state as the schoel. Once again, this is
commeon knowledge.

Attention can be focused upon the empirical results which are presented in Table 11,
Two sets of results are provided {or the complete maodel. Variant I used all of the 36
big-time schools represented in the Omahae World-Hergld survey, while Variant 2 omitted
the University of Oklahoma and Stanford University because of their likely inclusion of
fund-raising for special projecre in their estimates of athletic rontributions. The results
indicate that the theory has identified a number of the key determinants of contributions to
athletic departments. With almost no exception, the variables were statistically significant
at the .01 fevel. The independent variables will be examined in turn.

Strong support was found for the explanatory power of FBAT. In both variants
FBAT has a significant positive refationship and the square of FBAT has a significant
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Tabte #. Contributions Modei—Regression Results

Dependent Variable CONT

Parameter Estimates®

Independent Variables Variant 1 Variant 2
Intercept — 1980, 05%%x* ~ 1092 5 7%*%
{(—3.13y {(—3.42)
FBAT 12.33%%# 11.55%%%
(4.44) (4.96)
FBAT? ~0.0157%%% ~0.0156%+
(—3.87) (~4.57)
ACC 763.84%*= 779.58%%*
3275 (4.05)
BOWL 667 82%*x 536 BQ¥**
{3.i8) (3.07}
POP 224 20%** 169, 16*%x*
{4.57) (3.32}
BR 1633.35%* 1928 Qx*+
(2.18) (2.80}
POPBB —324 61%** —251.27*%*
(—3.75) (—2.949)
COMP —497 go%* —241.98
(—2.41) (—1.37)
Summary Information
R .55 55
F-Ratio 7.22 6.94
Sample Size” 56 54

**Coefficient is statistically significant for a two-tailed test with o = 05,

**# Coefficient is statistically significant for a two-tailed test with o = 01

a, The figures in parentheses are 1-ratios.

b. Fifty-six big-time schools were represented in the Omaha World-Herald survey. Variam 2 excludes the
Umniversity of Okiahoma and Stanford University for reasons provided n the {ex1.

negative relationship with CONT. In other words, increases in FBA T increase CONT ata
decrcasing ratc. This is precisely what athletic department pricing policies suggest,

A closer examination of the results concerning FBA T reveals the possible substitution
of ticket revenue and other types of revenue for revenue {rom contributions. Athletic
contributions reach a maximum at football attendance of 392,643 in Varniant | and 370,430
in Yariant 2. In 1980, 14 of the 56 schools used in the regressions had home attendance
exceeding 370,080, Consequently, the possibility of a non-binding breakeven constraint
exists for approximately 25 percent of the big-time schools. Exactly what is happening to
this percentage over time is a matter of conjectuse, but the behavior of Ohio State cited
eartier in the paper suggests thas even the schools with the Jargest attendance are not
immune to the cost pressures of intercollegiate athletics.
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FBAT was simply one of 8 number of factors which exhibited a significant impact
upun CONT., ACC was significant in both varianis, Fund-raising by Atlantic Coast
Conference schools generaies, ceteris paribus, in excess of $760,000 more than other
schools. It is clear that the combination of tradition and methods used by Atlantic Coast
Conference schools is very produstive.

BOWL is another variable which was significant in both variants. Participation in a
bowl, in addition 1o other benefits, generated additions! athletic coniributions in the range
of $536,000 to 667,000 for 1086-21." This result appears consistent with the Clemson
University estimate that their clinching a national championship in the 1982 Orange Bowl
would generate an additional $300,000 of contributions in 198142,

Diae to the inisraction term, the variables— PONP, AR, and POPRAE—will be con-
sidered jointly, The positive signs for POP and BE were as expected. Assuming the
breakeven constraint is binding, increases in population and increases in winning per-
centage for basketball were expected to have pasitive affects npon athletic contributions.
The net impact of changes in these variables is substantially reduced when the effect of the
interaction term is incorporated. An example using Variant 2 will illustrate this effect.
Simply focusing upen the coelficient for POP, a one million increase in POP generates
increased contributions of $169 000, On the other hand, when aCONT/ 8 POP 15 evaluated
at the sample mean for B8 (\58), the aet impact of a one million increase in POP is only
$23,420. In fact, for values of BA in excess of 67, the partial derivative is negative. A
similar finding holds for increases in B8 hoiding PCP constant. Simply focusing upon the
coefficient for BB, an increase of .1 in BB generates an increase in CONT of approximately
$£193.000. On the other hand, when 8CONT/ 885 evaluated at the sample mean for POFP
(7.66), the net impact of an increase of .1 in B8 is approximately $5,600. Similar to the
previous case, for vaiues of POF in excess of 7.68, the partial derivative is negative. Since
hath POPand B8 affect other sources of revenue. the negative partial derivatives could be
indicative of a non-binding breakeven constraint, The increases in the revenue from other
sources could allow for 2 reduction in fund-rasing efforts.

The final variable, COAMP, captures the impact of competition from professional
football. As a potential substitute for coliege athletics and, in particular, college football,
COMP exhibits the anticipated negative effects. The existence of professional football
competition reduced contributions by nearly $500,000 in Variant 1 and by nearly $250,060
in Variant 2. The change in the coefficient was accompanied by an absolute reduction in
the t-statistic. While the t-statistic for COMPin Variant 2 is not statistically significant for
a two-iailed test at the .1 level, it is of sufficient magnitude to be significant at the .1 level
for a one-tailed test.”

One final observation concerning the statistical resulis is noteworthy, The dropping of
the University of Oklahoma and Stanford University [rom the sample did not cause either
any major gualitative changes in the coefficients or any change in the overall explanatory
power of the model, There were, however, some large changes in the numerical estimates

17. An additional dummy variable for participation in the Rose, Sugar, Orange, and Cotton Bowls was tried,
but this variable was highly sensitive o sample size and 1o the specification of the model and added little explanatory

power to the model.
18. The discussion has focused upsn the variables that were found 10 be statistically significant. Seme vanables

which were insigaificant, and were not mentioned in other parts of the paper, are a5 {ollows: pumber of television
appearances, number of varsity sporis, and the quality of a school’s alumni association,
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of selected coefficients. The previcusly mentioned change in the coefficient for COMP is
the maost dramatic.

1V. Concluding Comments

Contributions are an increasingly important source of revenue for athletic departments.
The present research has modeiled this aspect of athletic department activity and has
identified empirically the primary determinants. The strong empirical results suggest that
season foeotball attendance, the square of scason football attendance, affiliation with the
Atlantic Coast Conference, participation in a bowl, state popuiation, basketball winning
percentage, an interaction term with state population and basketball winning percentage,
and professional competition are the primary determinanis of athletic contributions. In the
process of identifying the primary determinants, numerous insights concerning athletic
department behavior with respect to ticket pricing and the importance of the breakeven
constraint were provided,

It is clear that there are numerous aspects ol athletic department behavior deserving
scrutiny. One area which appears especially promising to the authors is the relationship
between the athletic department and the univerity. Is there a relationship between athletic
department tund-rawsing and general fund-raising by the university? Is increased athletic
department fund-raising diverting contributions from academic to athletic purposes? How
important is athletic success to university fund-raising?

A second area which raises many questions revolves around the use of specific fund-
raising technigues. Which techniques are being used in athletic fund-raising and what
determines the effectiveness of specific techniques? Along this same line, research focused
upon the reasons for the effectiveness of fund-raising by Adantic Coast Conference schools
might prove to be beneficial for other schools.

The preceding suggestions concerning additional research in this area are far from
exhaustive. Much work needs to be done in an arca which is of increasing binportance {ur
intercollegiate athletics.
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