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From Dr Cuan Petheram,—

Dear Parliamentary Standing Committee of Public Accounts

I live with my wife and two kids in Lenah Valley. | am actively involved in grassroots sports and | want to see
that Tasmania is a better place to live for everyone.

| am writing to object in the strongest possible terms to the development of a stadium at Macquarie Point. |
ask that you consider my submission below.

Thank you
Cuan

ToR 1

To inquire into and report upon the Tasmanian Government’s process into the proposed Arts,
Entertainment and Sports Precinct in Hobart with a particular emphasis on matters related to the Club
Funding and Development Agreement (Agreement) signed between the Crown in the Right of Tasmania and
Australian Football League.

I am deeply concerned about the process, or lack thereof, by which the premier committed Tasmanian
taxpayers to the development of a new stadium at Mac Point, without seeking any professional advice and
when a perfectly adequate stadium already exists at Bellerive (and where AFL games have been played since
2010). I am bewildered how the Tasmanian government can allow one man, Mr McLaughlan, with no
qualifications or expertise in town planning, social design, architecture or engineering to demand that a
stadium be constructed at Mac Point, with the burden of the cost of trying to force a round peg in a square
hole falling to the Tasmanian community (noting among a raft of other issues the Macquarie Point site is
completely unsuitable for a structure of the dimensions of the stadium and the site has major geo-engineering
issues that will be incredibly expensive to resolve).

| am also incredibly disappointed and disillusioned that the Tasmanian Government would give away access to
public land (Macquarie Point), a prime site, a site which has been described as Hobart’s equivalent to the
Sydney Opera House site. In doing so the government has entered into a highly risky business venture with
the AFL, where the AFL bears no risk and where the anticipated costs of this project will inevitably escalate
rapidly.

ToR 2

To inquire into and report upon the Tasmanian Government’s process into the proposed Arts,
Entertainment and Sports Precinct in Hobart with a particular emphasis on the suitability of Macquarie
Point as the site for a proposed the Arts, Entertainment and Sports Precinct.

Macquarie Point is completely inappropriate for a site as a stadium. Aside from the previously mentioned
issues of inadequate scale and geo-technical challenges, an eyesore such as a stadium at this site would also
destroy Sullivans Cove heritage, views to and from the Cenotaph. Furthermore the historic waterfront will be
obliterated by a stadium in this location. | note that the prevailing planning scheme specifically precludes
development that overwhelms the historic spaces and buildings (the stadium is actually illegal under the
prevailing Planning Scheme, which was set up to protect the unique values of the Sullivans Cove area).

If one was seeking to reinvigorate the Macquarie Point site and stimulate activity on the waterfront, quite
possibly the very last thing one should consider building on this site would be a stadium, particular a stadium
that is only guaranteed 7 games a year (and as Townsville has found out with its stadium is unlikely to attract
any/many major concerts due to its limited capacity, Tasmania’s small population and the expense of ferrying



40+ trucks over from the mainland — the only way it would happy would be through further subsidies by the
Tasmanian Government, as Townsville City Council is having to do!) The opportunity cost of building a stadium
on this prime land is enormous, and that the government has been so willingly to hand over this site to the
AFL without professional advice or any analyses of the opportunity cost is reckless and irresponsible in the
extreme.

This stadium will rob Tasmanians of all opportunities provided by a prime waterfront site in their capital city. A
particularly pertinent point is that Mac Point has the broadest views of any civic site in the country. As an
internally focussed structure, a stadium is typologically completely unsuited to that site.

ToR 3

To inquire into and report upon the Tasmanian Government’s process into the proposed Arts,
Entertainment and Sports Precinct in Hobart with a particular emphasis on the financial risks associated
with the Agreement.

For the claimed $715 million stadium, the AFL’s is contributing a maximum of $15 million. The AFLs miserly
contribution is not altruism, however, rather it is to ensure that when it comes to the design of the ‘multi-
purpose’ stadium the AFL get a seat at the table so they can dictate that first and foremost that this will be an
AFL stadium and that any compromises that need to be made they will have to be made by others (because
despite the rhetoric there is no such thing as a multi-purpose stadium).

The proposed list of events that would be held at the stadium is complete fantasy. As discussed large concerts
won’t happen. Furthermore oval stadiums are completely inadequate for rectangular sports such as football
(ie soccer). International football games would never be played at an oval stadium in Hobart when there are a
lot of rectangular stadiums of the same or greater capacity at many other locations across the country.
Furthermore, any A League games played in Hobart would be played at a cheaper and narrower venue — if
football has to be played on an oval ground, there are already a surplus of high quality AFL ovals in Hobart
from which to choose — shame there is not a single high quality football ground in Tasmania — the game with
the highest number of registered participants in Hobart, Tasmania and Australia!).

As a Tasmanian taxpayer | deeply resent the financial risks associated with the agreement, where all risk falls
to Tasmania for the costs of development and construction, including cost overruns (including the additional
$60 million Training and Administration Facility), and potentially additional on-going funding of $144 million
over 12 years! And this was all agreed to with the cost estimated made using the crudest cost estimation
method, the capacity factor method, and without any understanding of the multitude of significant risks
associated with the project. Simply staggering! If this project were to go ahead on these grounds alone it
would be a terrible precedent to set.

Tasmanians cannot afford the opportunity costs of spending $700m+ (more likely to be greater than $2 billion
by the time the project is completed, including avoided and hidden costs, and including costs to Hobart City
Council to integrate the site into the city), all to build a duplicate stadium! There are much better ways to use
the funds for the benefit of all Tasmanian’s, rather than just another plaything for the self-entitled AFL.
Tasmanians want government funds directed towards addressing well-identified shortcomings in housing,
health, education - not a stadium that has no grounding in community consultation and no connection with
community need.

ToR 4

To inquire into and report upon the Tasmanian Government’s process into the proposed Arts,
Entertainment and Sports Precinct in Hobart with a particular emphasis on matters related to the financing
and delivery of the entire proposed Arts, Entertainment and Sports Precinct.



| have serious concerns regarding the financing and delivery of the precinct given the growing list of cost
blowouts on major infrastructure projects nationally and labour shortages in the construction industry. Aside
from the major challenges these pose to delivering the stadium (and delivering the stadium in time without
incurring penalty clauses — again the recklessness is simply staggering), the stadium will make the job of
finding trades people to work on other residential, business and industrial projects in Tasmania near
impossible and result in major backlogs that will take many years to clear and inflate building costs for
everday Tasmanian’s. | am also deeply concerned that in an effort to contain the inevitable cost overruns the
Tasmanian Government will have to take shortcuts in the design and construction of the stadium and
Tasmanians will be left with a poor-quality stadium covered in sports betting advertisements and AFL
branding. Again, what an incredible lost opportunity to do something unique and novel and of value to the
whole community at this prime site, rather than just another eyesore stadium benefiting the same old select
few. Building a concrete, inward facing stadium on this prime site, how completely unoriginal and profoundly
disappointing. What a waste!!

ToR 5

To inquire into and report upon the Tasmanian Government’s process into the proposed Arts,
Entertainment and Sports Precinct in Hobart with a particular emphasis on the future of Blundstone Arena
and UTAS Stadium.

Exactly what of the future of Blundstone Arena and UTAS Stadium, particularly given the hundreds of millions
of taxpayers dollars that have gone into upgrading these facilities so they can host major football and cricket
matches. What a government planning failure! It goes without saying that Tasmania doesn’t need a costly
third stadium.

ToR 6

To inquire into and report upon the Tasmanian Government’s process into the proposed Arts,
Entertainment and Sports Precinct in Hobart with a particular emphasis on any other matter incidental
thereto.

I would like to highlight that contrary to what is reported in the consultant reports commissioned by State
Growth and the subsequent promotional articles published in the Mercury the new stadium will not generate
any discernible net economic benefits or permanent jobs for Tasmania. To support my argument, below |
reproduce an article of mine that was published in the Tasmanian Times last month. | submit this for your
consideration as it comprehensively dispels this myth. This is a very pertinent point as claims of regional
economic benefits and jobs are regularly made by supporters of the stadium subsidy as a way of trying to
sway public opinion in favour of the stadium.

Want to inject money into the Tasmanian economy? It would be better to drop it from a
helicopter than build a stadium at Macquarie Point

By Cuan Petheram concerned citizen and taxpayer. Posted October 21 2023
https://tasmaniantimes.com/2023/10/new-stadiums-are-not-an-economic-boon-analysts-concur/

Post-construction peer-reviewed economic analyses of new stadiums and sporting teams unequivocally
demonstrate that the Macquarie Point stadium would just be an exorbitantly expensive way to relocate
economic activity from elsewhere in Hobart and Tasmania to within 1-2 km of Macquarie Point, without

generating any discernible net new economic activity or permanent jobs for the state.



The economic narrative being advanced by the advocates of the Macquarie Point stadium or ‘stadium
boosters’ as they are called, is embellished with superlatives like ‘once in a generation’, ‘game changer’ and
‘economic powerhouse’. Unfortunately, rather than being the promised ‘economic powerhouse’, peer-
reviewed economic analysis of countless new stadiums and new sporting teams post construction indicates

that nothing could be further from the truth:

A stadium at Macquarie Point and a new AFL team could even result in a net decrease in economic

activity across greater Hobart and Tasmania.

Why?

Firstly, no-one, and certainly not the AFL are arguing that the commercial feasibility of the Macquarie Point
stadium is anything but a total basket case. Otherwise the AFL would not be asking taxpayers to fork out the

vast majority of not just the capital costs, but, extraordinarily, the operating costs as well.

To justify this extravagant use of taxpayer dollars and manipulate public opinion, stadium boosters make
exaggerated claims about the supposed broader economic benefits and flow-on effects to Hobart and

Tasmania. However, this is all smoke and mirrors.

Pro-stadium subsidy analyses published around the world unscrupulously take advantage of the high levels of
economic illiteracy among the general public and media by confusing (usually deliberately) gross and net
economic effects>3* and/or publishing glossy ‘promotional’ reports without any detail or substance, such as
the non-peer-reviewed economic analysis commissioned by the Tasmanian Department of State Growth>®.
The results of these analyses are then uncritically reported by local media, and in ‘promotional’ articles such
as that by Tim Harcourt’, which seek to attribute legitimacy to these non-peer-reviewed consultant reports.
Rather than endlessly argue over the appropriateness of different pre-construction economic analyses and the
inordinate number of easily manipulated assumptions that feed into them, it is far more instructive and
credible to read independently peer-reviewed studies that have examined the actual economic effectiveness

of stadiums post construction.

Fortunately the net economic benefits of new stadiums and sporting teams/franchises to their host city and
local region have been studied to death in the academic literature and the debate regarding their economic
effectiveness was settled well over two decades ago. The universal consensus among the many thousands of
peer-reviewed journal studies on the net economic impacts of new stadiums post construction, is that new
stadiums and new sporting teams/franchises make very limited net economic impact>®21011,1213,14 'in some
cases a negative impact>'>6 and do not result in a discernible net increase in permanent on-going jobs'’. The
extraordinary consensus in the post-construction peer reviewed economic analysis of past stadium builds
cannot be sufficiently overstated.

In the words of two well-known US economists, Professors Siegfried and Zimbalist?2:

“Few fields of empirical economic research offer virtual unanimity of findings ... that there is no statistically

significant positive correlation between sports facility construction and economic development.”



Economics Professors Coates and Humphries'® write:
“There now exists almost twenty years of research on the economic impact of professional sports
franchises and facilities on the local economy. The results in this literature are strikingly consistent.
No matter what cities or geographical areas are examined, no matter what estimators are used, no
matter what model specifications are used, and no matter what variables are used, articles published in
peer reviewed economics journals contain almost no evidence that professional sports franchises and

facilities have a measurable economic impact on the economy”.

Finally in a meta-review of over 130 peer-reviewed studies reporting on the net benefits of stadiums post
construction and new sporting teams, economics Professor Bradbury and colleagues'* concluded “...nearly all

empirical studies find little to no tangible impacts of sports teams and facilities on local economic activity...”

The delusion of gross economic benefits

How is this possible? It is due to the ‘substitution’ effect. The majority of people that attend events at a new
stadium are local residents. Local residents have a finite amount of discretionary money. All a new
stadium/team does is redistribute and substitute where and how people spend their discretionary money in

the stadium city/state.

So yes on TV when they excitedly show (easily observable) large sporting and occasional concert events held
at stadiums in Townsville, Perth and Adelaide for example, we see crowds of people going into a stadium and
drinking and eating at venues nearby (gross economic benefits have been found to be limited to 1-2 km from
stadium?%2021): and the stadium boosters say with great expectation “Wow see look at all that economic
activity and new jobs”. But what can’t be so easily shown on TV is that across the rest of the city (and state)
the equivalent amount of money will not be spent at cinemas, mini-golf courses, restaurants, pubs and other
hospitality and entertainment businesses elsewhere in the city and the state, with the ultimate result being no
net new spending and no net gain in jobs?? and, if anything, a conversion of some previous full-time work to
part-time and casual labour®.

Nor is there a net gain in tax collection (i.e. the tax base does not grow), which the stadium boosters naively
(and in some cases deceptively) claim would make up for budget shortfalls and help fund future spending in

health, education and infrastructure. Why not?

Well again ‘new’ tax collections inside and around a stadium are simply substitutes — as other hospitality and
entertainment businesses decline elsewhere across the city/state, tax collections from those businesses also
fall'*. Because this substitution effect is spread across the rest of the city/state it is not easily visible, but

economists can clearly identify the effect (retrospectively) in economic data.

So what about potential interstate ‘AFL tourists’?
Yes sports tourists bring ‘new’ spending to parts of the stadium city. However, economists find that sports

tourism fails to discernibly enhance the net economic benefits of a new stadium city. This is because some



sport tourists who visit a city to support their sporting team have been observed to forgo visiting the stadium
city again, instead choosing to holiday in new and different locations?°.

The economic impact of this behaviour is further compounded when sport tourism trips, which are usually
short in duration (as they are constrained by the length of the weekend, as acknowledged in the Macquarie

Point business case), ‘displace’ longer duration holiday tourism trips.

In some new stadium cities the lack of evidence that intensively used sports facilities increase net
tourist spending has also been attributed to a ‘crowding out effect’, where there is a suppression of
visits by other tourists not interested in sporting events due to increased local traffic, noise, and crowds

generated by games and concerts#:20:23.24,

Economists have also found that sports tourism spending is also offset by supporters from the new stadium
city travelling interstate to support their team and spending some of their ‘discretionary’ money on
accommodation, food and entertainment interstate, as well as a substantial amount on airfares. This is
discretionary money they otherwise would have spent domestically, in our case in Hobart/Tasmania. While
some reduction in the number of residents in the new stadium city travelling to other states to watch sporting
events is observed, many residents continue to travel interstate as the trips serve multiple purposes such as

visiting family/friends, shopping or holiday.

Consequently the overall net effect of sport tourism from new stadiums and sporting teams is so small
economists have difficulty discerning any economic benefit post stadium construction — and this is in cities

where the new stadium sports team plays significantly more than seven games a year!

So how could the new stadium result in a net decrease in economic activity in Tasmania, as has been
reported elsewhere?

One way this happens is that currently, when residents and tourists spend money on hospitality and
entertainment in Tasmania, much of this money pays the wages of relatively lowly paid positions such as
waiters, chefs, kitchen hands, receptionists and cleaners. The majority of this money is retained locally as it is

spent on living expenses such as food, transportation, rent, clothing, healthcare and other local services.

Conversely, a large proportion of the spending generated inside new stadiums (which only arises
because it displaces spending elsewhere in the stadium city/state) is concentrated on paying high wages
of sporting players, coaches and officials, many of whom are imported from interstate, resulting in
significant revenue ‘leakage’ from the host city/state as they spend and invest their money in their

home state and elsewhere?>.

Furthermore, due to the relatively short careers of professional sports people, a high proportion of their
wages goes into savings rather than being spent in the local economy?®. What this means is that the economic

‘multipliers’ (i.e. flow on effects) associated with on-going revenue generated by ‘new’ stadiums and



professional sporting teams are significantly lower than the economic multipliers of the original but now
displaced consumption, hospitality and entertainment spending, thereby resulting in a net reduction of “flow-
on-effects’. The inappropriate application of such economic multipliers is typically seen in non-peer-reviewed

‘promotional’ consultant studies.

Intangible benefits while genuine are consistently overstated

To try to further bolster the false economic narrative for new stadiums and sporting teams/franchises,
stadium boosters frequently make vague, arm-waving claims about the potential public good and social
benefits of new stadiums and sporting teams that cannot be captured by market evaluation e.g. amenity
value, quality-of-life externalities, promoting social cohesion and civic pride, and ‘free’ advertising enhancing

the host cities image.

While such intangible benefits are genuine, and indeed may provide justification for modest investment of
public resources in grassroots and amateur sport facilities or even partially subsidising the operational costs of
a professional sporting team playing at an existing stadium, the potential public good and social benefits
reported in pro-stadium subsidy material are consistently overstated?!4.

Peer reviewed studies undertaking ‘non-use value’ of new stadiums and sporting teams indicate that the
equivalent monetary measure of these public good and social benefits falls well short of even partial stadium
subsidies provided by local governments, and are typically limited to between 5 and 15% of the cost of a
stadium’s construction?®.

Note, however, these estimates do not account for the increasingly recognised negative effects of crime (e.g.
associated with alcohol consumption and displacement of police resources), congestion, and other

disamenities associated with stadiums?3:27:28,29,30,31

The deceptive claims of stadium boosters has given birth to new fields of economic research

So rife is the manipulation of economic messaging and dissemination of falsehoods by stadium boosters, this
phenomenon has even spawned its own body of research with economists investigating topics such as the
paradox of governments continuing to subsidise stadiums despite overwhelming evidence of their economic
ineffectiveness3233, how academic studies critical of stadium subsidies are neutralised by supporters of
stadium subsidies!*34, and sources of economic misapplication by pro-stadium subsidy interest groups and

stadium boosters243,

Unfortunately for Tasmanians and our democratic ideals the Macquarie Point stadium proposal

provides yet another classic case in point.

Of course, when presented with these facts, as highlighted by Professor Bradbury and colleagues?4,

stadium boosters inevitably claim “this stadium will be different”.



However, history has shown us time and time again that irrespective of the sport, location, year of build
or differences in stadium design, single or multi-purpose, inclusion of conferencing facilities etc, the

dismal result is always the same' rather than being the promised ‘economic powerhouses’.

The true economic benefits of stadiums are perhaps best summed up by University of Chicago economist
Allen Sanderson who reportedly said “if you want to inject money into the local economy, it would be better

to drop it from a helicopter than invest it in a new ballpark.”3¢

Cuan Petheram lives in Hobart with his wife and two children. He has a bachelor and PhD in engineering from
the University of Melbourne, is passionate about the outdoors and loves playing all ball sports. He played AFL

at high school in country Victoria and while at university in Melbourne.
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