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Recap of Events

• 1974: Rexall Place (Northlands 
Coliseum) opens

• 2008: Katz Group buys Oilers, 
campaign for new arena begins

• Summer 2009: Katz Group buys 
downtown land parcel (Baccarat 
Casino)



Recap of Events (cont.)

• The Oilers want public funding for 
facility construction, infrastructure

• The Oilers will spend money on 
additional (re)development in the area

• Stephen Harper: Floated idea of direct 
federal subsidies for sports facilities

• Ed Stelmach: No provincial money for 
arenas



Stadium and Arena Subsidies

• 36 new facilities opened 2000-2010 in US
• More than $12.5 billion in government money 

was spent on sports facility subsidies
• Average cost $486 million (land, structure, 

infrastructure) 
• Median public share 72%
• Doesn’t count implicit bond subsidy



How Did We Get Here?

• Sports generate significant intangible 
benefits in the local economy

• Sports have an important public good 
aspect

• Pro sport officially allowed to operate as 
monopoly



Rationale for Subsidy

• We should use government money to 
build a new arena because of the 
spillover economic benefits from the 
new arena – downtown redevelopment

• What about tangible economic benefits?



Do Economists Reach a 
Conclusion…

• Coates and Humphreys, Econ Journal 
Watch, September 2008

• We may not agree on much, but 
economists clearly agree that 
professional sports generate no tangible 
economic benefits



Arenas as Downtown 
Redevelopment Engines 

• Use a new sports facility as the 
centerpiece of a comprehensive 
downtown redevelopment plan

• Increases consumer activity near 
facility, drives additional investment

• Increases property values, property 
taxes, “pays for itself”



Evidence on Redevelopment

It worked in…
• Columbus
• San Diego
• Washington DC (MCI 

Centre)

It didn’t work in…
• St. Louis
• Washington DC 

(Nationals Stadium)



Petco
 

Park San Diego



Busch Stadium St. Louis



The Economics of Urban 
Gentrification

• Urban renewal not uniformly positive
• Existing property owners benefit
• Existing residents who rent do not 

benefit
• Existing businesses may or may not 

benefit



Community Revitalization Levies

• Widely used in the US (“TIF District”)
• Relatively new in Canada (Rivers 

District in Calgary)
• Municipal Government Act amended to 

permit CRL in 2005



CRL Process
• Identify specific downtown area
• Solicit public input through planning 

process
• Freeze annual property tax revenues at 

pre-redevelopment level
• Borrow money, undertake 

redevelopment, pay off with incremental 
property tax revenues 



Direct Federal Subsidization

• Not used in the US
• Fails “benefit” test
• Unclear equity implications
• Already getting an implicit federal 

subsidy in the form of tax exempt bond 
financing in the US



Why We Will End Up Paying

• Political economy of stadium subsidy 
process favours teams

• Leagues allowed to operate as 
monopolies puts cities in bad bargaining 
position

• Teams have powerful incentives to get 
these subsidies
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