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The 1973 Winter Meetings: Managerial 

confusion, Ron Santo’s response to a proposed 

trade, the confused status of the Padres, and an 

unexpected discussion of Cesar Cedeno 

 

By Donald G. Frank 

 
The Business of Baseball Committee is currently writing a 

book on the history of the winter meetings.  This article is an 

excerpt from that book. 

 

In 1973, when 24 teams existed in Major League 

Baseball, the sport conducted its annual Winter 

Meetings in Houston, Texas, from December 3rd to 

December 7th.  Several issues dominated these 

meetings. A relatively complex managerial 

situation, featuring Ralph Houk, who had been the 

manager of the New York Yankees, and Dick 

Williams, who had been the manager of the  

 

Oakland A’s, created significant confusion.  And 

surprisingly, Charles O. Finley, the controversial 

owner of the World Series champion A’s, played an 

important role in the eventual negotiations. Another 

important issue focused on Ron Santo, the All-Star 

third baseman of the Chicago Cubs. After playing 

for the Cubs for 14 seasons, Santo was informed 

that he was being traded to another team, but he 

refused to go. This was just one of numerous deals 

that took place at these meetings. And quite 

significantly, the possibility of the sale of the San 

Diego Padres was discussed, which led to 

controversy before it was ultimately resolved. 

 

The Business Side 

The Oakland A’s, Detroit Tigers, and New York 

Yankees struggled in efforts to resolve a relatively 

complex managerial situation. Ralph Houk, the 

manager of the Yankees, resigned on October 1 

with two years remaining on his contract, and then 

was hired as the manager of the Tigers. Needless to 

say, the Yankees accused the Tigers of 

“tampering.”
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After Houk resigned as the manger of the Yankees, 

the team expressed a degree of interest in Dick 

Williams, who had resigned as the manager of the 

A’s with one year remaining on his contract. But 

owner Charles Finley indicated that Williams would 

not be allowed to go to New York as the manager of 

the Yankees unless the A’s received adequate 

compensation in return. After Finley’s assertion, the 

Yankees then indicated that Houk would not be 

allowed to manage the Tigers without receiving 

adequate compensation from Detroit. Since both 

Houk and Williams had resigned while under 

contract to the Yankees and A’s, respectively, Joe 

Cronin, the President of the American League, 

asked representatives of the A’s, Tigers, and 

Yankees to get together at the Meetings to try to 

come to some agreement.
2 

 

“As far as I’m concerned, the matter is closed,” 

Finley stated after discussing these issues with 

President Cronin, the Yankees, and several 

attorneys. “Dick Williams will be my manager in 

1974 and 1975. If Williams insists on resigning, 

does not want to manage, should want to go into 

business with the XYZ Corporation, we would not 

stand in his way. But, when it comes to managing 

with another club, we will not permit him to do it 

unless we get compensation.”
3 

 

In the negotiations, Finley named four players in the 

Yankees’ minor league system and said he’d accept 

any two as compensation. But the Yankees refused 

as the list included outfielder Otto Velez and 

southpaw Scott McGregor, viewed as two potential 

stars. The Yankees offered some compensation to 

Finley for Williams, who was in Florida insisting he 

was the ex-manager of the A’s. But Finley refused 

the offer, alleged to be infielder Horace Clarke and, 

reportedly, $50,000. Contacted in Florida by the 

media, Williams indicated he was disappointed, 

adding “nothing he [Finley] does would surprise 

me.” Consequently, the Meetings concluded 

without a resolution.
4  

 

Nonetheless, negotiations between the key 

individuals eventually resolved this managerial 

confusion. Houk did manage the Tigers in 1974 and 

stayed with them through 1978, then spent four 

years directing the Red Sox. Williams never did 

manage the Yankees, but instead managed the 

California Angels in 1974, and also helmed the 

Expos, Padres, and Mariners in his Hall of Fame 

career. And Bill Virdon was hired to manage the 

Yankees in 1974. 

 

The issue of the San Diego Padres also required 

some attention.  C. Arnholt Smith, the owner of the 

Padres, owed the Internal Revenue Service $22.5 

million and was being investigated for alleged 

illegal campaign contributions. As a result, the 

National League ordered Smith to sell the Padres. 

Joseph Danzansky intended to purchase and 

relocate the Padres to Washington, D.C., but after 

the city of San Diego sued the Padres for $84 

million, Danzansky withdrew from the negotiations. 

Buzzie Bavasi, one of the key administrators of the 

Padres, recommended selling the team to Marjorie 

Everett, who intended to keep the team in San 

Diego, but who also had ties with a racetrack in 

Hollywood. The other National League owners 

opposed the sale of the Padres to someone with 

potential ties to gambling.
5 

Eventually, the Padres 

were sold to Ray Kroc, the owner of McDonald’s, 

who asserted that the Padres would remain in San 

Diego. 

 

Ray Kroc purchased the Padres in 1973, saving the team from moving 
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In an interesting sidebar, six managers and general 

managers at the Meetings were randomly selected 

and asked: “If you could pick one ballplayer right 

now to add to your roster, who would it be?” The 

six managers and general managers selected Cesar 

Cedeno, who at the age of 22, had already 

completed his fourth year in the majors and was 

viewed as the “player most likely to reach the 

Willie Mays – Henry Aaron – Mickey Mantle 

superstar level over the next decade.” At that point 

Cedeno had played in 529 games, collected 618 

hits, scored 320 runs, driven in 275 runs, hit 64 

home runs, stolen 148 bases, and was averaging 

.301, a number that compared favorably with Henry 

Aaron, Roberto Clemente, Al Kaline, Mickey 

Mantle, Willie Mays, and Frank Robinson. 

Although Cedeno would win five Gold Gloves and 

go to four All-Star games, his final career totals fell 

short of Cooperstown standards.
6 

 

 
On April 6, 1973 Ron Blomberg became the first designated hitter in MLB 
history when he drew a bases loaded walk in the top of the first inning 

 

The American League’s “designated hitter” rule, 

used for the first time in 1973, was discussed and it 

was agreed that this practice would be continued, 

but only in the American League. Player eligibility 

for the World Series was clarified. To be eligible to 

participate in the World Series, a player needed to 

be on the roster of the team on August 31 and must 

remain on the team until the end of the season. The 

American League approved a proposal to extend 

interleague trading to include the 30 days from May 

15 to June 15 in addition to the current period of 

time (from five days after the World Series ends to 

the conclusion of the Winter Meetings), but the 

National League did not support this proposal. 

Commissioner Kuhn announced he would appoint a 

“national coordinator” from his staff to work with 

all of the clubs on an “energy conservation 

program.” Commissioner Kuhn also announced the 

appointment of a committee “to consider changes in 

the Major League Agreement.”
7 

 

Player Movement 

Several rumors circulated in the weeks prior to the 

1973 meetings. These rumors focused on players on 

the Atlanta Braves, New York Mets, and 

Philadelphia Phillies. The Braves, seeking relief 

pitching, were allegedly willing to trade All-Star 

outfielder Ralph Garr to obtain effective relief 

pitching. In particular, the Braves and Phillies were 

reportedly considering a deal that would send Garr 

as well as pitchers Ron Reed and Ron Schueler to 

the Phillies for infielder Larry Bowa, outfielder Bill 

Robinson, and relief pitcher Mac Scarce. Another 

rumor focused on the Mets, a team seeking a center 

fielder. Yogi Berra, the Mets’ manager, was 

reportedly interested in Baltimore’s Paul Blair or 

Houston’s Jimmy Wynn.
8 

 

The Braves did complete a trade with Philadelphia, 

although not quite the blockbuster that had been 

rumored. Right hander Ron Schueler, a starting 

pitcher for the Braves (and later a Major League 

general manager), was traded to the Phillies for 

Barry Lersch, another righty, and Craig Robinson, a 

top prospect at shortstop. Officials of the Braves 

indicated that second baseman Davey Johnson (43 

home runs in 1973) would be used as trade bait to 

obtain additional pitching. Nonetheless, Johnson 

continued to play for the Braves for two more 

years.
9 

 

The Chicago Cubs and Oakland A’s completed a 

trade involving two right handed relief pitchers. 

Horacio Pina was traded from the A’s to the Cubs in 

return for veteran Bob Locker. The trigger for the 

trade was a promise made by the Cubs to Locker in 

1972 in which they indicated that they would try to 
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trade him to a team on the West Coast to help him 

with a personal situation. In 1973, Pina’s record was 

6-3, with eight saves and a 2.76 ERA, while 

Locker’s record was 10-6, with a 2.55 ERA and a 

team-leading 18 saves.
10 

 

The Detroit Tigers traded left handed reliever Fred 

Scherman to the Houston Astros for another bullpen 

inhabitant, hard-throwing right hander Jim Ray, and 

second baseman Gary Sutherland. Scherman’s 

record in 1973 was 2-2 with two saves and a 4.23 

ERA, while Ray compiled a 6-4 mark with six saves 

and a 4.43 ERA. In 54 at bats in 1973, Sutherland 

batted .259, but would become the Tigers’ regular 

second baseman for the next two seasons.
11 

 

The Astros continued to deal, trading the tall, 

sidearming righty Cecil Upshaw to the Cleveland 

Indians for another righty, Jerry Johnson. Formerly 

the feared closer of the Braves, Upshaw had joined 

the Astros early in the season in a trade for 

outfielder Norm Miller. Having compiled a 

combined record of 2-4 with one save and a 4.93 

ERA, the 31-year-old Upshaw was hoping to return 

to his former status as an elite closer. The same 

could be said for Johnson. Sixth in the Cy Young 

voting in 1971, when he saved 18 games and won 

another dozen in helping to lead the San Francisco 

Giants to the playoffs, Johnson had only been able 

to post a 5-6 record for the Tribe in 1973, with five 

saves and a 6.18 ERA.  

 

In a trade involving several important stars, the 

Houston Astros continued their makeover by 

sending All-Star center fielder Jimmy Wynn to the 

Los Angeles Dodgers for right hander David 

Culpepper, who pitched at the AA level in 1973, 

and Claude Osteen, the All-Star southpaw. Wynn 

had experienced several terrific years in Houston, 

but after he batted .220 in 1973, with 20 home runs 

and 55 runs batted in, the Astros determined that, at 

the age of 31, he was unlikely to ascend to the next 

level. Wynn did provide one final explosive season 

with the Dodgers in 1974, hitting 32 home runs and 

driving home 108 to help the team to the World 

Series, but he declined after that. In 1973, the 34-

year-old Osteen was still one of the National 

League’s premier pitchers. At the time of this trade, 

only Bob Gibson and Juan Marichal had more 

victories than Osteen in the NL. In 1973, his record 

was 16-11 in 236.2 innings, with a 3.31 ERA. He 

was also selected to the All-Star team for the third 

time, and reached double figures in victories for the 

tenth straight season. Unfortunately, Osteen’s best 

days were behind him; he won just nine games for 

Houston in 1974 before being traded to St. Louis 

late in the season, and then pitched for the Chicago 

White Sox in 1975 before hanging it up with a 196-

195 career record. And what about Culpepper, the 

third player in the deal? He never ascended beyond 

Triple-A and retired after the 1976 season.
12 

 

Three other blockbuster deals were made at these 

meetings. The Los Angeles Dodgers, seeking 

bullpen help, got one of the best in the game as they 

picked up durable right hander Mike Marshall from 

the Montreal Expos in exchange for their long-time 

center fielder, Gold Glover Willie Davis. Marshall, 

the Cy Young runner-up, had just appeared in 92 

games for Montreal, winning 14 and saving 31; he 

would pitch in 106 games and throw 208 relief 

innings for the Dodgers in 1974, saving 21 and 

winning 15 as well as the Cy Young Award. Davis, 

on the other hand, had a good year in Montreal, but 

stayed only one year, bouncing around to several 

clubs before he retired.
13 

 

The St. Louis Cardinals and Boston Red Sox 

completed a six-player deal that featured five 

pitchers. The Cards traded Reggie Cleveland, an 

innings-eater who had won 40 games for them over 

the past three seasons, reliever Diego Segui, and 

third baseman Terry Hughes to the Red Sox for left 

hander John Curtis and righties Mike Garman and 

Lynn McGlothen. Cleveland, Curtis, and 

McGlothen all proved to be middle-of-the-rotation 

starters, Garman and Segui proved to be serviceable 

arms out of the bullpen (Segui was winding down a 

long career), and Hughes never had any major 

league impact.
14 

 

The Chicago Cubs surprised many by trading their 

long-time All-Star third baseman Ron Santo to the 

California Angels.  Santo, however, refused to be 

traded and thus became the first player to invoke the 

new rule allowing a 10-year man, who also had five 

consecutive years with a particular team, to veto 

proposed trades.  In the end, Santo agreed to a trade 

that sent him across town to the White Sox for 

southpaws Ken Frailing and Jim Kremmel, right 

hander Steve Stone, and catcher Steve Swisher. 

Santo, 34 years of age, had played for the Cubs for 
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14 years. His salary in 1973 was $110,000. “I got a 

call from John Holland today,” Santo stated in a 

telephone interview, referring to the General 

Manager of the Cubs. “He didn’t mention any clubs, 

but he did say that several were interested. I replied 

that I elected not to leave Chicago, for personal 

reasons.” After the 1974 season he retired as a 

player and later became a popular radio voice for 

the Cubs. Steve Stone had a generally mediocre 

career except for 1980, when he won 25 games and 

the Cy Young Award for the Baltimore Orioles. 

Steve Swisher, considered to be one of the top 

catching prospects in the game, had a good career, 

while neither Frailing nor Kremmel had any major 

league impact.
15 

 
Ron Santo, the first player to invoke the 10 and 5 rule 
 

John Holland, by the way, also contacted Billy 

Williams of the Cubs in relation to a possible trade. 

“He didn’t say yes and he didn’t say no,” Holland 

acknowledged. A year later, Williams would be 

dealt to the Oakland A’s, where he would finally get 

to participate in a postseason series.
16 

Other trades were discussed and conducted at the 

Meetings and in the week immediately following. 

The Cincinnati Reds and Baltimore Orioles traded 

former top prospects as the Reds sent left hander 

Ross Grimsley, plus minor league catcher Wally 

Williams, to the O’s for outfielder Merv 

Rettenmund, along with another minor league 

catcher, Bill Wood, and utility infielder Junior 

Kennedy. The Pittsburgh Pirates traded right hander 

Nelson Briles, who had won 28 games over the 

previous two seasons, and utilityman Fernando 

Gonzalez, to the Kansas City Royals for infielder 

and pinch-hitter deluxe Kurt Bevacqua, utilityman 

Ed Kirkpatrick, and minor league first baseman 

Winston Cole. The St. Louis Cardinals traded John 

Wockenfuss to the Detroit Tigers for shortstop 

Larry Elliott. Elliott would never ascend beyond 

Double-A, but Wockenfuss would go onto a long 

career, primarily with the Tigers as a catcher, 

outfielder, and first baseman.
17 

 

There were several other deals that featured notable 

names. The Yankees dealt right hander Lindy 

McDaniel to the Royals for outfielder Lou Piniella 

and righty Ken Wright. An under-rated 19-year 

veteran, McDaniel had yielded his role as closer to 

Sparky Lyle and was thus deemed expendable. 

Wright would pitch only three more major league 

games, but Piniella, the 1969 AL Rookie of the 

Year, would spend the next eleven seasons as a key 

outfielder for the Yankees, helping them win four 

pennants and two World Series.
18 

 

The Philadelphia Phillies traded second baseman 

Denny Doyle to the California Angels for onetime 

Dodgers prospect Billy Grabarkewitz, whom they 

expected to replace Doyle, plus outfielder Chris 

Coletta and right hander Aurelio Monteagudo. 

Doyle proved to be the only player in this deal who 

put up credible numbers in a career that also took 

him to Fenway Park.
19 

 

The Cleveland Indians and Texas Rangers traded 

former right handed pitching prospects – the Tribe 

traded Steve Hargan to the Rangers for Bill 

Gogolewski. While neither player ever reached the 

potential once forecast, Hargan did eventually win 

87 major league games. The Dodgers sent lefty Pete 

Richert to the St. Louis Cardinals for centerfielder 
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Tommy Agee. Richert, a two-time All-Star, had 

been a key man in the Baltimore bullpen during 

their 1969-1971 championship years, but 1974 

would prove to be his final year in the majors. 

Agee, the 1966 AL Rookie of the Year, had 

experienced his best years with the New York Mets, 

anchoring the outfield during their “miracle” World 

Series triumph in 1969. He would, however, be 

released by the Dodgers just prior to Opening Day. 

The Expos traded right hander Pat Jarvis to the 

Rangers for outfielder-first baseman Larry Biittner. 

Jarvis had been a mainstay in the Braves’ rotation 

for several years, five times winning in double 

figures. His one season in Montreal was 

disappointing, however, and he, like Agee, would 

be released before Opening Day. Biittner, on the 

other hand, proved to be a serviceable player with a 

solid bat, especially after he reached the friendly 

confines of Wrigley Field in 1976. The Cubs and 

Twins traded catchers, with former All-Star and 

Gold Glover Randy Hundley moving to the 

American League and George Mitterwald coming to 

Wrigley Field. Hundley was at the tail-end of his 

fine career and would, in fact, play his last few 

games as a Cub in 1977. Mitterwald fared better, 

sharing backstopping duties in Chicago for the next 

four years.
20 

 

Several players changed teams in straight cash 

deals. The Rangers purchased Terry Crowley, an 

outfielder-first basemen, from the Orioles. Crowley 

barely suited up for the Rangers, who traded him to 

the Reds in the spring, but he eventually returned to 

Baltimore, his first baseball home, and experienced 

success as an extraordinary pinch hitter. The New 

York Yankees purchased infielder Jim Mason from 

the Texas Rangers, and for the next three years he 

and Gene Michael gave the Yankees excellent 

defense at the shortstop position. The Milwaukee 

Brewers purchased Felipe Alou, an outfielder and 

first baseman, from the Montreal Expos. A .286 

lifetime hitter with more than 2.000 hits to his 

credit, Alou made only three appearances before the 

Brewers released him; he later won nearly 700 

games as the manager of the Expos and Giants. 

Another member of that Oriole bullpen, Eddie Watt, 

was sold to Philadelphia. The stocky Watt pitched 

for the Phillies and Cubs before becoming a minor 

league manager. Supersub Cesar Tovar was 

purchased by the Rangers from the Phillies, and had 

two good seasons in Arlington before he began to 

fade.
21

  

 

But perhaps the most noteworthy straight cash 

transaction came when the Red Sox purchased Juan 

Marichal, the All-Star pitcher, from the Giants. 

Marichal’s record in 1973 was 11-15 with a 3.83 

ERA, and he had won 238 games in San Francisco, 

but he had turned 36 just weeks before the Meetings 

began. The Red Sox took a chance on him, but he 

won only five games for them and hung them up 

after the 1975 season, eight years before going into 

the Hall of Fame.
22 

 

The Rule 5 Draft is conducted at the meetings every 

year. It is designed to prevent major league teams 

from “stockpiling” an excessive number of less 

experienced players in their minor league system, 

especially if other teams are willing to provide 

major league opportunities for these players. The 

catch is that when a team drafts a player in Rule 5, 

that player must spend the entire year with the team 

that drafted him, or else be offered back to his 

original team at half the price. A good number of 

players were drafted at the 1973 meetings, but only 

three would go on to have decent careers. The 

Houston Astros drafted infielder Larry Milbourne 

from the St. Louis Cardinals, and he played nearly a 

thousand games for six teams over the next eleven 

seasons. The Kansas City Royals drafted first 

baseman Tony Solaita from the Pittsburgh Pirates, 

and the one-time Yankee prospect, a native of 

Samoa, would have good seasons for the Royals 

and Angels. And the Detroit Tigers drafted catcher 

Gene Lamont from the Atlanta Braves. Lamont 

played briefly in the majors, but managed the 

Chicago White Sox and Pittsburgh Pirates.
23 

 

Summary 

Baseball’s 1973 Winter Meetings were active. They 

featured managerial confusion, a player exercising a 

newly won right, and discussion of the possible sale 

and/or relocation of the San Diego Padres. In 

addition, the usual player deals, sales, and draft took 

place.  The dawning of the free agent era two years 

later would change the face of the winter meetings 

forever.  But in 1973, player trades were still the 

main story. 
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Recently Published Research  

 

This column highlights recently published articles 

on topics that may interest members of the Business 

of Baseball Committee.  If you are aware of a 

source that publishes articles of interest to the 

readership, please alert me so that I can monitor it. 

 

Agha, Nola, “The Economic Impact of Stadiums 

and Teams: The Case of Minor League Baseball,” 

Journal of Sports Economics 14, no. 3, (June 2013), 

227-52 

 

 

 

 

 

 

 

 

 

 

 

 

 

This article uses an extensive unique data set to 

investigate the efficiency of government subsidies 

for minor league baseball teams and stadiums by 

measuring pecuniary gains in a local economy. 

Specifically, a dynamic panel data model 

incorporating 238 Metropolitan Statistical Areas 

(MSAs) that hosted affiliated or independent minor 

league teams between 1985 and 2006 shows that 

AAA teams, A+ teams, AA stadiums, and rookie 

stadiums are all associated with significant positive 

effects on the change in local per capita income. 

The presence of positive effects is strikingly 

Business of Baseball Committee 

The Business of Baseball Committee co-chairs are Steve Weingarden (steveweingarden@gmail.com) and 

Mike Haupert (mhaupert@uwlax.edu).  Haupert edits Outside the Lines. 

 

The committee’s website is at http://research.sabr.org/business/.  You should stay in touch with the site as 

we improve the look and add content. 

 

The Committee’s discussion group, BusinessofBaseball, is on YahooGroups.  If you are a member of the 

Committee and want to join, go to http://sports.groups.yahoo.com/group/BusinessofBaseball/ or send an 

email to Business of Baseball-subscribe@yahoogroups.com 
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different from decades of nonpositive results at the 

major league level. 

 

Kidd, Bruce, “Toronto’s SkyDome: the world’s 

greatest entertainment centre, Sport in Society 16, 

no. 4, pp 388-404 

In the mid-1980s, the Ontario government partnered 

with some of the most powerful corporations in 

Ontario to build a stadium for Major League 

Baseball (MLB) and the Canadian Football League. 

I opposed the creation of the SkyDome (so named 

because of its retractable roof) on the grounds that 

corporate sport did not need public subsidy and that 

a publicly enabled showcase for men's-only sport 

would further the marginalization of women. Then 

in 1990, with a change in government, I was   

appointed to the stadium board with instructions to 

limit or end the public financial risk from the 

facility. ‘Sometimes poachers make the best 

gamekeepers’, said Ontario treasurer Floyd 

Laughren. During the next four years, working 

closely with labour leader Bob White and others, I 

helped sell off the stadium to the corporate interests 

that most benefited from it, while contributing to its 

management. It was a heady time: the negotiations 

for the sale were constantly in the media spotlight, 

and in 1992 and 1993, the stadium's principal 

tenant, the Toronto Blue Jays baseball club, won 

back-to-back MLB championships. I learned a lot 

that subsequently stood me in good stead when I 

became responsible for the management of the 

University of Toronto's athletic facilities. This 

article, written in 1994, places the development and 

sale of the SkyDome in the history of Toronto urban 

development and North American commercial sport 

and shares the thinking that led us to initiate and 

complete the sale. To the best of my knowledge, it 

constitutes the only time in North America when a 

money-losing, publicly subsidized facility has ever 

been sold to the corporations that use it. 

 

Goff, Brian, “Contributions of Managerial Levels: 

Comparing MLB and NFL,” Managerial and 

Decision Economics 34, no. 6, (September 2013), 

428-436 

Sports differ according to the number of players, 

interdependencies among them, complexity of 

strategy, and other dimensions. For example, 

baseball has been described as ‘an individual game 

in which a team score is kept’. These differences 

suggest differences in the relative importance of 

managerial inputs: owners, general managers, and 

managers (or head coaches). Using panels over 

1970–2011, I estimate performance production 

regressions for Major League Baseball and the 

National Football League that permit the relative 

importance of these managerial inputs to be 

assessed within and across sports while taking 

explicit account of the hierarchical structure of 

management levels. In addition, with predicted 

individual effects, I present rankings of best and 

worst managers, general managers, and owners. 

 

Jane, Wen-Jhan, “Overpayment and Reservation 

Salary in the Nippon Professional Baseball League: 

A Stochastic Frontier Analysis, Journal of Sports 

Economics 14, no. 6, (December 2013), 563-583 

This study examines predictions based on the job 

search model and estimates the overpayment within 

the labor market in Nippon Professional Baseball 

using stochastic frontier analysis. The empirical 

results indicate that more experienced players 

demand a higher reservation salary, and the effect 

increases at a decreasing rate. In the overpayment 

analysis, it is found that international players 

receive preferential labor market treatment. 

Moreover, from the analysis of team-level 

overpayments, payment wastage in terms of a 

team’s overpayment in a resource-abundant team 

within a large market (e.g., the Tokyo Giants) 

results in that team not being the most successful. 

 

Garmon, Christopher, “Major League Baseball’s 

First Year Player Draft: A Natural Laboratory for 

the Study of Bargaining,” Journal of Sports 

Economics 14, no. 5, (October 2013), 451-478 

Major League Baseball’s (MLB) Draft is a natural 

laboratory for the study of bargaining: There are no 

bonus restrictions, draft picks cannot be traded, and 

there are no commitment issues (i.e., players 

“declaring” for the draft). This article tests the 

implications of bargaining theory using data from 

the 2003-2010 MLB drafts. In 2007, new draft rules 

were introduced, but not uniformly across the draft, 

making it possible to estimate the effect of each 

change. Although the rule changes were designed to 

lower bonuses, they had the opposite effect. The 

rule changes led to $178 million in extra 

compensation to drafted players. 
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The Commissioner’s Blue Ribbon Report: Ten 

Years Later 

Kenneth Winter and Mike Haupert 

 

In the fall of 2001 MLB owners voted 28-2 to 

contract by two teams.  This flew in the face of the 

recommendation made just one year earlier by the 

Blue Ribbon Panel assembled by Bud Selig to study 

baseball’s economic situation.  As we know, 

contraction did not occur.  Instead, the two teams 

slated for the chopping block, the Minnesota Twins 

and Montreal Expos, received brand new state of 

the art taxpayer funded stadiums, though the Expos 

had to move to Washington D.C. to get theirs.  This 

essay does not focus on the contraction issue per se, 

but rather the Blue Ribbon Panel.  A bit more than a 

decade after it issued its report, how has MLB 

responded to its findings and recommendations? 

In July 2000, the Report of the Independent 

Members of the Commissioner’s Blue Ribbon Panel 

on Baseball Economics (BRP) was released.  The 

independent members included former Senate 

Majority Leader George J. Mitchell, former Federal 

Reserve Board Chairman Paul A. Volcker, Pulitzer 

Prize winning columnist George F. Will 

(technically not independent, as he was a minority 

shareholder of the Baltimore Orioles),
 
and Richard 

C. Levin, President of Yale University.  In addition, 

there were representatives of 11 clubs on the full 

committee.  The members concluded that large and 

growing revenue disparities existed, which in turn 

led to chronic competitive imbalance among teams, 

and that the problem worsened after the 1994 strike. 

Not since the Cellar report, generated during the 

anti-monopoly hearings of the 1950s, had baseball 

been under such intense scrutiny for its off the field 

practices. A decade earlier another study by a group 

established by the 1990 Collective Bargaining 

Agreement (CBA) between MLB and the players 

was untroubled by competitive balance.  In fact, 

part of the BRP’s mission was to “determine 

whether the level of competitive balance since the 

report of the Joint Economic Study Committee in 

1992 is markedly different than that observed 

during earlier periods.” [BRP, p 1] 

The BRP concluded that the level of competitive 

balance was markedly different from recent years 

and moved on to the next step in its mission, which 

was to determine whether that change in 

competitiveness was due to structural characteristics 

of MLB’s economic system or temporary issues; 

and whether a lack of competitive balance adversely 

impacted the ability to grow the game, secure new 

facilities, and produce operating stability.  Further, 

if the BRP were to conclude that the competitive 

balance problem was structural, then it was 

requested to recommend solutions.  

Our intention in this essay is neither to denigrate 

nor validate the conclusions of the BRP report, but 

rather to focus on the outcomes of its 

recommendations.  Although much of the 

commentary focused on peripheral parts of the 

report, the real test is its influence on actual events.  

With the passage of time two critical questions can 

now be investigated.  First, did the BRP influence 

collective bargaining agreements?  And second, did 

the CBAs lead to changes in the competitive 

balance of MLB?  We present data that generally 

supports an affirmative answer to the first question.  

The evidence on the second question is much less 

certain. 

The Purpose of the BRP   

The purpose of the BRP starts with the title of the 

report.  It is “The Report of the Independent 

Members of the Commissioner’s Blue Ribbon Panel 

on Baseball Economics” (emphasis added).  Unlike 

the previous report that came out of the CBA, the 

BRP came from the Commissioner.  This report was 

tailored for MLB management.  Indeed, twelve 

MLB team owners, representing eleven teams, were 

members of the panel.  The owners were 

represented by Bill DeWitt (St. Louis), John 

Harrington (Boston), Dick Jacobs (Cleveland), 

Sandy Litvak  and Tony Tavares (Anaheim), Larry 

Lucchino (San Diego), Andy MacPhail (Chicago 

Cubs), Kevin McClatchy (Pittsburgh), Jerry 

McMorris (Colorado), Dave Montgomery 

(Philadelphia), Vince Naimoli (Tampa Bay), and 

Does a high payroll lead to a winning 

team, or does a winning team lead to a 

high payroll? 
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Tom Schieffer (Texas), who was later replaced by 

one of his partners, Tom Hicks. 

The BRP determined that “large and growing 

revenue disparities exist and are causing problems 

of chronic competitive imbalance” and that these 

problems had worsened since the 1994 strike and 

were likely to continue to worsen unless MLB 

acted.  The BRP concluded that the limited revenue 

sharing and payroll tax that were approved as part 

of the 1996 CBA “produced neither the intended 

moderating of payroll disparities nor improved 

competitive balance. Some low-revenue clubs, 

believing the amount of their proceeds from 

revenue sharing insufficient to enable them to 

become competitive, used those proceeds to become 

modestly profitable.” [BRP, p 1] 

For the purposes of this essay we will take the word 

of the BRP that there were large and growing 

revenue disparities among MLB teams, that there 

was competitive imbalance in the league, and that 

the former was the cause of the latter.  We 

recognize that there are issues with each of these 

claims, but it is not our intention here to debate 

them.  Rather, we are interested in knowing how 

MLB responded to its own recommendations, not 

whether those recommendations should have been 

made, or whether they constituted the best course of 

action.  That sort of analysis, as worthy and 

interesting as it may be, will be reserved for another 

time. 

To evaluate this issue of competitive balance, the 

BRP used an ordinal payroll ranking, dividing 

teams into quartiles.  From 1993 to 1997 there were 

28 teams, so each quartile consisted of seven teams.  

In the years in the sample when the number of 

teams was not divisible by four, the extra teams 

were added to the first and third quartiles.  The first 

quartile contains the highest payroll teams, the 

second quartile the second highest, and so forth. 

The advantage of an ordinal ranking system is its 

simplicity.  The disadvantage is that the difference 

between values in different quartiles may be trivial, 

and even smaller than differences in values between 

teams within quartiles.  To illustrate, in 1995, the 

first year analyzed by the BRP, the difference in 

team payroll between the bottom team in the first 

quartile and the top team in the second quartile was 

less than $100,000, while the difference between 

the payrolls of each team in the top quartile was 

more than $1.2 million, and the difference between 

the highest payroll team, the Toronto Blue Jays, and 

the second highest payroll team, the Yankees, was 

$3.1 million, which was about the same gap as that 

between the lowest team in the first quartile and the 

lowest team in the second quartile.   

The BRP adopts the standard of competitiveness 

that they claim is held by most North American 

fans, that “a well-managed club that demonstrates 

baseball acumen should allow its fans a reasonable 

hope that their club will be able to play and win in 

the postseason.” [BRP, p 13]  Using this standard, 

they identify the appearances and postseason 

success of teams by payroll quartiles, which are 

summarized in Table A, which clearly demonstrates 

the BRP’s case.  In five years none of the Quartile 

IV and only one of the Quartile III teams made the 

playoffs.  The solitary playoff qualifier lost in the 

first round, so Quartiles III and IV won no playoff 

series during the period.  If we look at a longer time 

period, the results are different.  From 1985-2012 

(the period for which we have reliable team payroll 

data), the number of playoff teams grew from four 

in 1985 to eight in 1995 and ten in 2012.  Although 

no Quartile IV teams qualified for the playoffs 

before 1994, twelve Quartile III teams did and they 

had nine, or one-third, of the possible playoff series 

wins.  The difference in local revenues increased 

and the low revenue/low payroll teams were less 

likely to be in the playoffs and much less likely to 

win.  Using this evidence, the BRP concluded that 

revenue gaps begat payroll gaps that begat 

competitive imbalance. 

The BRP payroll data for the five year period 1995-

99 is compiled from active rosters as of August 31
st
 

of each season.  Payroll data for all other years is 

from opening day.  Each year at the beginning of 

the season the MLBPA releases player salary 

information, which is then widely disseminated.  

The BRP data differs from opening day salary 

figures because it includes roster changes during the 

year.  Given the small differences in payroll 

between some teams, such roster moves will alter 

some of the ordinal rankings, resulting in 

differences between quartile data from years outside 

the BRP report and those released by the BRP.  For 

the purposes of this essay we use the opening day 
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payrolls for all years in order to be able to compare 

them across time.   

Table A: Playoff Appearances by Payroll Rank 

 

 Even though we are not intending to debate the 

assumptions made in the BRP report, there are a 

couple of issues that need to be addressed.  First, the 

data covers a short period of time, which happens to 

be dominated by two teams, the Atlanta Braves and 

New York Yankees.  The time period chosen, 1995-  

99, was convenient, as it used 1994, the last major 

work stoppage in MLB history, as a breaking point.   

 

It is not clear, however, that five years is a 

reasonable period of time over which to measure 

competitive balance, and it is certainly debatable as 

to whether this particular five year period is 

representative of MLB history.  Also, the BRP 

makes no effort to analyze movement within the 

quartiles over time.  In other words, while teams in 

the bottom salary quartile consistently fail to make 

the postseason, the teams in that quartile are not 

consistently the same.  From 1995 to 1999 there 

was between 15% and 43% turnover each year in 

the teams in the bottom quartile.  A total of 14 

different teams, half the league, occupied the 

bottom quartile during that five year period. 

The Yankees are, as Charles Warner titled his book, 

the team that America loves to hate.  The Yankees 

spent a lot of money on payroll and were very 

successful during the BRP period, but the Braves 

were, by the BRP standard, equally successful, 

without spending quite as much money.  From 

1995-99 there were eight playoff teams and seven 

playoff series winners each year for a total of 35 

winners over five years.    The Yankees and Braves 

play in different leagues, and can only play in one 

of their league’s division series, and only one could 

win the World Series, so the maximum number of 

wins by two teams in different leagues over five 

years would be 25 if they both met in the World 

Series all five years.  The Braves and Yankees each 

won nine postseason series’, meaning that the two 

teams won 18 of the 25 possible series in which 

they could have played.  The Yankees have 

continued their spending ways, leading MLB in 

payroll every year this century. 

The Braves might be described as a life cycle team.  

They put together an excellent roster of players who 

earned high salaries during the prime of their career, 

putting the Braves in the top payroll quartile from 

1995-99.  As the players aged and eventually 

retired, the replacements were less talented and less 

expensive, so the Braves drifted down into Quartile 

II in 2005 and Quartile III in 2012.  The life cycle 

outlook emphasizes that teams that achieve success 

on the field will soon become expensive as players 

Payroll 

Rank 1995 1996 1997 1998 1999 

30 

     29 

     28 

     27 Quartile IV 

26 

     25 

     24 

     23 

    

  

22 

     21 

     20 

     19 Quartile III 

18 

     17 

     16 

    

  

15 

     14 

     13 

     12 

     11 Quartile II 

10 

    

  

9 

     8 

     7 

 

Quartile I 

 6 

     5 

  

  

  4   

    3 

     2 

     1 

 

  

  

  

 

None Quartile Appearances Wins 

 

Postseason  IV 0 0 

 

LCS  III 1 0 

 

World Series  II 12 4 

  WS Winner I 27 31 
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become eligible for arbitration and free agency.  

The Rangers made the playoffs as a Quartile IV 

team in 2010 and 2011 and then shot up to Quartile 

I (and made the playoffs again) in 2012.  This 

correlation raises a different concern, one that was 

not considered by the BRP: does a high payroll lead 

to a winning team, or does a winning team lead to a 

high payroll?  The correlation is clear, it is the 

causation that is less certain. 

Bad teams usually have a low payroll because they 

have bad players.  But teams rarely stay in the 

lowest payroll quartile for extended periods.  Using 

the BRP data in Table A, only two teams (Expos 

and Pirates) were in Quartile IV all five years.  Four 

teams (Marlins, Mets, Reds, White Sox) were in 

both Quartiles I and IV during the period.  There are 

a number of explanations for these abrupt changes, 

including selling off of talent (certainly the 

Marlins), buying talent, and paying home grown 

talent.  Because of the way arbitration and free 

agency are structured, young talent is usually cheap, 

but players in their prime are expensive, meaning 

teams that grow their own talent are likely to 

experience the life cycle payroll effect illustrated by 

the examples of the Braves and Rangers. 

BRP Recommendations   

After identifying the existence of competitive 

imbalance and attributing its cause to revenue 

differences, the BRP was then charged with 

recommending solutions [BRP, p 46]: 

a. MLB should share at least 40 percent and perhaps 

as much as 50 percent of all local revenues, after 

local ballpark expenses are deducted, under a 

straight pool plan;  

b. MLB should levy a 50 percent competitive 

balance tax on club payrolls that are above $84 

million;  

c. MLB should use unequal distribution of new 

Central Fund revenue to improve competitive 

balance, creating a “Commissioner’s Pool” that 

is allocated to assist low-revenue clubs in 

meeting a minimum club payroll of $40 million;  

d. MLB should conduct an annual competitive 

balance draft of players;  

e. MLB should reform the Rule 4 draft process; and  

f. MLB should utilize strategic franchise relocations 

when necessary to address the competitive issues 

facing the game.  

g. MLB should expand its initiatives to develop and 

promote the game domestically and 

internationally.  

Parts (d) and (e) have not been implemented.  The 

BRP concluded that adopting their 

recommendations would eliminate 

the need for contraction.  

Therefore, our analysis will focus 

on the remaining five 

recommendations as well as the 

recommendation not to consider 

contraction.  

MLB can be said to have adopted 

the last two recommendations, 

which are much less significant in 

their impact on competitive 

balance than the first three.  In 

addition, contraction is no longer 

discussed today. Noted sports economist Roger Noll 

argued that contraction would be a financial boon, 

but MLB faced a major public relations problem in 

the aftermath of the contraction vote, and needed a 

way to extricate itself from the issue.  Following the 

advice of the BRP provided a way to save face and 

drop the discussion of contraction.  The move of the 

sagging Montreal franchise to Washington in 2005 

has been a great success so far.  And as mentioned, 

both franchises targeted for contraction were given 

brand new stadiums. 

The first three recommendations are the potentially 

big ticket items.  MLB adopted a competitive 

balance tax (CBT), but not the one recommended 

by the BRP.  As Table B shows, the original luxury 

tax in 1997-99 raised about $11 million per year.  

The tax dollars were paid out like revenue sharing.   

Table B: Competitive Balance Tax, or "Luxury Tax"  

 1997 1998 1999 TOTALS 

Dodgers  $49,593 $5,150,000 $5,199,593 

Yankees $4,431,180 $684,390 $4,250,000 $9,365,570 

Orioles $4,030,228 $3,138,621 $4,070,000 $11,238,849 

Indians $2,065,496   $2,065,496 

Braves $1,299,957 $495,625 $772,000 $2,567,582 

Marlins $139,607   $139,607 

Mets   $525,000 $525,000 

Red Sox  $2,184,734  $2,184,734 

TOTALS $11,966,468 $6,552,963 $14,767,000 $33,286,431 
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The former luxury tax has been renamed the 

competitive balance tax and a portion of that is 

directed toward the industry growth fund, which 

was established in the 1997 CBA.  The funding 

comes from the competitive balance tax.  

The BRP called for an enhanced tax combined with 

a minimum 

payroll for 

teams 

sharing in 

the payout.  

They 

specifically 

rejected the 

floating 

threshold 

(the midpoint 

between the 

fifth and 

sixth highest 

payroll) used 

in the first 

version of 

the CBT because higher spending led to a higher 

threshold.  Therefore, they concluded that “MLB 

should levy a 50 percent enhanced ‘competitive 

balance tax' on club payrolls that are above $84 

million,” [BRP, p 39] which is approximately the 

1999 threshold as set forth in the 1996 CBA luxury 

tax.  The threshold would be held constant at $84 

million and teams with a payroll above $40 million 

would share the proceeds. 

Beginning in 2003, the collective bargaining 

agreements have had a CBT.  Although the rates 

have grown to 50% in some cases, the threshold has 

floated up dramatically and the funds have not been 

distributed directly to the teams.  As Table C 

indicates, the CBT has essentially become a tax on 

the Yankees.  They have paid 91% of the $246 

million in tax to date.  The Red Sox have paid eight 

percent and the Tigers and Angels have split the 

remaining one percent.  Moreover, the proceeds do 

not go directly to the other teams.  Instead, the 2007 

CBA mandates that “75% of the remaining 

proceeds . . . shall be used to fund benefits to 

Players, as provided in the Major League Baseball 

Players Benefit Plan Agreements.” [2007 CBA, p 

103]  And 25% goes to the Industry Growth Fund, 

whose objective is to promote the growth of 

baseball around the world.  Obviously, the CBT 

indirectly benefits other teams because it is used to 

cover player benefit costs that they would otherwise 

be required to cover out of their own revenues.   

To summarize, the BRP recommendations for a 

collective bargaining tax were generally ignored 

except for the 

name.  The 

fixed 

threshold was 

not adopted.  

The high tax 

rate was only 

adopted for 

teams 

exceeding the 

threshold 

repeatedly.  

The funds 

were not 

distributed 

like revenue 

sharing, and 

the minimum payroll was not adopted.  The funds 

were, however, used to grow the game, and that was 

a recommendation of the BRP.   

The first new CBA after the BRP created the 

Commissioner’s Discretionary Fund, which 

consisted of “no more than $10 million in Major 

League Central Fund money raised equally from all 

Clubs.”  The Commissioner was allowed to make 

distributions from the fund to a club or clubs “in 

amounts and at times to be determined at the 

Commissioner’s discretion.” [2002 CBA, p 103, 

107]  The 2012 CBA increased the fund by 50%. 

The biggest ticket item in the BRP recommendation 

was for enhanced revenue sharing with an 

appropriate minimum club salary consistent with 

the proposal for the CBT.  The BRP called for 

teams to “share at least 40 percent, and perhaps as 

much as 50 percent, of all local revenues, after local 

ballpark expenses are deducted, under what is 

known as a straight pool plan. [BRP, p 39] 

The 2012 CBA largely reflects the BRP proposal 

[2012 CBA, p 121]: 

(10) The “Base Plan” shall be a 34% 

Table C: Competitive Balance Tax 2003-2012 

 Yankees Red Sox Dodgers Tigers Total 

2012 $18,917,994       $18,917,994 

2011 $13,896,069 $3,430,810   $17,326,879 

2010 $18,029,654 $1,487,149   $19,516,803 

2009 $25,689,173    $25,689,173 

2008 $26,862,702   $1,305,220 $28,167,922 

2007 $23,881,386 $6,064,287   $29,945,673 

2006 $26,009,039 $497,549   $26,506,588 

2005 $34,053,787 $4,148,981   $38,202,768 

2004 $25,964,060 $3,148,962 $927,057   $30,040,079 

2003 $11,798,357     $11,798,357 

Totals $225,102,221 $18,777,738 $927,057 $1,305,220 $246,112,236 
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straight pool plan. The amount of net 

payment or net receipt under the 

Base Plan for each Major League 

Club shall be determined as follows: 

Each Club contributes 34% of its Net 

Local Revenue from the prior 

Revenue Sharing Year, net of 

postseason revenue (line 17 of the 

FIQ), to a putative pool; that pool is 

then divided equally among all 

Clubs, with the difference between 

each Club’s payment into the 

putative pool and its receipt 

therefrom producing the net payment 

or net receipt for that Club. For 

purposes of the Base Plan in the 

2012 Revenue Sharing Year only, 

the Miami Marlins’ Net Local 

Revenue will be $100 million. 

(12) “Net Transfer Value” of the 

Revenue Sharing Plan (prior to the 

operation of the Commissioner’s 

Discretionary Fund and the market 

disqualification mechanism 

described in subparagraph 15 below) 

shall mean the aggregate of the net 

amounts paid under the combination 

of the Base Plan and the 

Supplemental Plan by the Net 

Revenue Sharing Payor Clubs. In 

each Revenue Sharing Year, the Net 

Transfer Value of the Revenue 

Sharing Plan (prior to the operation 

of the Commissioner’s Discretionary 

Fund and the market disqualification 

mechanism described in 

subparagraph 15 below) shall be the 

Net Transfer Value that would be 

produced in that Revenue Sharing 

Year by a 48% straight pool plan. 

The BRP recommended a straight pool plan because 

“some of the middle market clubs face a higher 

marginal tax rate than the highest revenue clubs.” 

[BRP, p 38]  The CBA has addressed this by 

creating revenue sharing performance factors as 

shown in Table D.  So for 2013, the Yankees have a 

factor of 27.1 while the Twins, Cardinals, and 

Mariners have zero and the Royals have -9.1.  Since 

the BRP supported unequal distribution of central 

fund revenues, this tweak to their proposal seems to 

satisfy that suggestion.  All of the teams with 

positive factors pay that percentage into the pool 

while the clubs with negative factors receive that 

percentage from the pool.  The dollar amount of the 

pool is equal to 48% of net local revenue.  The 

dollar amount times the factor equals the payout 

(positive factor) or receipt (negative factor) 

Table D: Revenue Sharing Performance Factor 

Club 2012 2013 

New York Yankees 27.7% 27.1% 

Boston Red Sox 18.7% 18.6% 

Chicago Cubs 11.4% 13.0% 

New York Mets 11.0% 10.1% 

Philadelphia Phillies 7.5% 8.4% 

Los Angeles Dodgers 8.1% 8.0% 

San Francisco Giants 3.3% 4.7% 

Texas Rangers 1.4% 3.3% 

Los Angeles Angels 3.0% 3.2% 

Chicago White Sox 3.0% 2.9% 

Houston Astros 0.8% 0.7% 

Minnesota Twins 1.3% 0.0% 

Seattle Mariners 1.7% 0.0% 

St. Louis Cardinals 1.0% 0.0% 

Detroit Tigers –4.8% –2.6% 

Atlanta Braves –1.9% –3.2% 

Colorado Rockies –5.4% –4.1% 

Washington Nationals –2.9% –4.1% 

Baltimore Orioles –3.5% –4.3% 

Miami Marlins –7.8% –5.6% 

Arizona D-backs –5.8% –5.9% 

Cincinnati Reds –5.8% –6.1% 

Milwaukee Brewers –7.4% –6.7% 

Cleveland Indians –4.9% –7.0% 

Oakland Athletics –7.6% –7.8% 

San Diego Padres –8.2% –8.1% 

Toronto Blue Jays –9.0% –8.3% 

Tampa Bay Rays –7.5% –8.4% 

Pittsburgh Pirates –9.3% –8.6% 

Kansas City Royals –8.2% –9.1% 

 

The 15 big market teams will receive progressively 

less revenue sharing until they receive zero in 2016. 

There are two issues to note about this plan.  First, 

the process is on market size rather than revenues.  

Revenues tend to penalize successful teams and 

support unsuccessful teams.  The second issue is a 

concern because of the large difference in impact 



 15 

this type of ordinal allocation can have on two 

similar teams.  The 15
th

 largest team gets no 

revenue sharing, while the 16
th

 team could get a 

substantial share, even though the difference 

between the two may be trivial.   

Steven Fatsis estimated the revenue sharing 

payments and receipts in 2005, illustrating the 

uneven impact on teams.  He estimated that 13 

teams paid into revenue sharing, led by the Yankees 

$76 million, Boston ($52 million) and the Cubs 

($32 million).  The remaining teams were on the 

receiving end, ranging from Tampa Bay ($33 

million) to Baltimore ($2 million).  Other teams 

receiving more than $30 million were Toronto and 

Forida ($31 million each) and Kansas City ($30 

million).  Only Tampa Bay received more in 

revenue sharing than they paid out in player salaries 

($29.7 million).  Ultimately though, the CBA 

revenue sharing procedures are consistent with 

those recommended by the BRP even if they do not 

match them directly. 

Intentionally Uncompetitive Teams   

As Rottenberg said, the health of MLB and other 

professional leagues depends on competition, hence 

the focus on the competitive balance issue.  A team 

that consistently loses only 30 games a year hurts 

the league as much as a team that regularly wins 

only 30 games a year.  The problem is that the 

financial structure of MLB is such that it may be 

more profitable to be uncompetitive than to try and 

build a winning club.  The BRP concluded that low 

revenue clubs have used revenue sharing funds to 

become modestly profitable rather than competitive 

[BRP, p 1].  As Red Sox owner John Henry 

complained to the Boston Globe, "Over a billion 

dollars has been paid to seven chronically 

uncompetitive teams, five of whom have had 

baseball's highest operating profits. Who, except 

these teams, can think this is a good idea?" [Brown 

2010]     

The problem is assessing intent.  Any team with a 

poor record and a low payroll can be charged with 

putting profits before on-field performance.  

Revenue sharing has made baseball susceptible to 

teams that want to create profits without creating a 

winning team.  Our previous research suggests that 

teams that perform poorly on the field can fare 

better financially than competitive teams.  The 

problem is that poor current performance may belie 

better outcomes in the future. 

The timing issue is about the baseball acumen 

involved.  Back when the Rays were the Devil Rays 

they were accused of pocketing revenue sharing 

funds at the expense of building a winning team.  

There was an ownership change in the midst of the 

Rays building a quality team, but the process started 

before the ownership change.  From 2008-2012 the 

Rays have been a competitive team after being 

uncompetitive for their first ten years.  They have 

been in the playoffs in three of those five years, 

won two playoff series, appeared in the 2008 World 

Series, and had a winning record each year.  These 

accomplishments have come while the Rays have 

been in the bottom payroll quartile four times and 

the third payroll quartile once. 

In discussing the financial documents for 2007-

2009 disclosed by deadspin.com, we noted that the 

“win rank for the Pirates … was never higher than 

their salary rank, bringing their baseball acumen 

into question.”
 
[Winter and Haupert, p 106] We 

showed that Pittsburgh earned a profit of nearly $30 

million during that period, which was more than the 

highly competitive Angels earned.  The Pirates 

seem to be another case of milking profits from an 

intentionally uncompetitive team.  Yet halfway 

through the 2013 season, not even five years 

removed from deadspin.com infamy, the Pirates had 

the best record in MLB and the 27
th

 highest payroll, 

and while they did not finish with the best record, 

they did make the playoffs.  So were the Pirates an 

intentionally uncompetitive team in 2009, or were 

they ingeniously building for the future? 

Clearly there is an opportunity for low cost baseball 

success.  The Oakland Athletics and Minnesota 

Twins are prime examples of that.  Equally clearly 

there is an opportunity for low cost economic 

success without an interest in baseball success.  It 

will take judgment to decide which is which.  Rule 

A reasonable estimate is that revenue 

sharing has more than ten times the impact 

of the CBT and the Commissioner’s 

Discretionary Fund combined 
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based systems would cause clubs to live by the 

letter of the rule, but not necessarily be good for 

baseball.  For example, the Astros, had by far the 

lowest MLB payroll to begin the 2013 season, and 

were coming off a 100 loss season with little 

prospect of improvement.  The BRP recommended 

a minimum payroll of $40 million.  Houston opened 

the 2013 season with a payroll of $26.1 million.  So 

if the Astros obtained David Ortiz and his $13 

million paycheck in order to reach that minimum 

requirement, does anyone think that would be a 

good baseball decision?  The problem with an ad 

hoc minimum salary is that it leads to unintended 

consequences like intentionally paying above 

market value for a player, or adding a salary to meet 

the minimum payroll requirement, instead of doing 

sot to improve the team. 

What if David Ortiz had been in the Astros lineup in 2013? 

 

The 2007 CBA mandated that each team use its 

revenue sharing receipts to improve its performance 

on the field; a vague mandate indeed. The actions 

that could be taken in response were equally 

unspecific, allowing the commissioner to penalize 

any club in violation.  The Commissioner has a 

great deal of latitude in assessing penalties . . . or 

not.   

The 2012 CBA is much more specific than its 2007 

counterpart.  The Commissioner may require a team 

to submit competitive effort plans and pro forma 

financial statements.  If a team’s actual payroll is 

less than or equal to 125% of its revenue sharing 

receipts in a given year, then in a grievance 

procedure the team has the burden of establishing 

that its use of revenue sharing receipts was 

appropriate.  Requiring clubs to submit a rationale 

rather than conform to rules makes sense.   

Conclusion   

There are no hard numbers for the recent costs of 

revenue sharing.  The CBT averages about $20 

million.  The Commissioner’s Discretionary Fund is 

set at $15 million.  Stefan Fatsis estimated revenue 

sharing in 2005 to be $312 million.  There is every 

reason to believe that the amounts are substantially 

higher now because the rates have not dropped and 

revenue has increased.  So a reasonable estimate is 

that revenue sharing has more than ten times the 

impact of the CBT and the Commissioner’s 

Discretionary Fund combined.  The other three 

recommendations (no contraction, strategic 

relocation, and promotion of the game) have 

generally come to be but are small ticket items. 

However it is figured, the BRP had a substantial 

impact on the financial structure of baseball.  In a 

simple counting, at least five of the six proposals 

were adopted in the CBA agreements.  From a 

quantitative point of view, these were the big 

numbers in revenue sharing. 

The recommendations of the BRP were generally 

reflected in the CBAs of 2002, 2006 and 2012.  Did 

they improve competitive balance in MLB?  

Quartiles III and IV go from 18 percent of 

appearances and zero series wins in the period 

1995-99 to 31 percent of appearances and 18 

percent of wins in the 13 seasons since.  However, 

that trend starts in 2000, before there was a new 

CBA that could respond to the BRP report.  It might 

be that owners started to act on the proposals before 

they made it into a CBA.  It also could be that 

performance is cyclical, and that there never was a 

competitive balance problem.  After all, the BRP 

only looked at a five year period and used a crude 

measure of competitive balance at that.  MLB took 

one concrete step to address competitive balance 

The bottom line is that baseball’s Blue 

Ribbon Panel was concerned with 

certain financial issues of the game.   
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when it increased the number of playoff teams in 

2012 with the addition of the second wildcard team 

in each league. 

 
George Mitchell (L), lead author of Bud Selig’s Blue Ribbon Report 

 

The suggestions of the BRP were largely adopted in 

collective bargaining agreements and the issues 

raised by the BRP seem to have been addressed as a 

result.  So the BRP did have an impact on collective 

bargaining.  Whether or not their prescribed 

solutions are the cause of the apparent change in 

competitive balance is not as clear cut.  Indeed, 

whether competitive balance has actually changed, 

or over what period such a change should be 

measured, is an entirely different issue.  The bottom 

line is that baseball’s BRP was concerned with 

certain financial issues of the game.  It made 

suggestions to address them, and those suggestions 

have been addressed in collective bargaining.  By 

that measure the BRP did its job and did it well.  

The rest remains to be seen. 
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50 Years Ago: 

Baseball Plays its 100,000
th

 Game 

 

Fifty years ago this fall, on September 6, 1963 to be 

exact, Major League Baseball recognized the game 

between the Cleveland Indians and Washington 

Senators, played at D.C. Stadium, as the 100,000
th

 

in its history.  Baseball, both on the field and off, 

had come a long way since the first recorded game 

on April 22, 1876, when the Boston Red Stockings 

bested the Athletic of Philadelphia. 

 

Since that rainy inaugural week in late April of 

1876, baseball had transformed itself with rules 

refinements and equipment changes on the field.  In 

the front office the reserve clause still protected the 

majority of the revenues for the owners, but the 

source of those revenues was beginning a grand 

transformation.  The era of the box office as king of 

league revenues was giving way to media income. 

 

On the occasion of the landmark game, Washington 

got the win 7-2 before a lukewarm crowd of 12,054.  

Bennie Daniels went the distance to record his fifth 

and final win of the season to improve his record to 

5-9.  Dick Donovan took the loss, lasting six 

innings.  After giving up a leadoff homer in the 7
th

, 

Donovan was pulled in favor of a fresh faced rookie 

named Tommy John, making his MLB debut.  John 

allowed two hits and an unearned run before giving 

way to veteran Ted Abernathy in the 8
th

.  Cleveland 

led 2-1 through five, but the Senators took 

command with four runs in the 6
th

.   

 
A sparse crowd saw the 100,000th game played in MLB history when the 

Senators hosted the Cleveland Indians at DC Stadium, September 6, 1963 

 

Don Lock led off the Washington sixth by popping 

out to shortstop.  The next six batters reached base, 

wrapping three singles around an error, a double 

and an intentional walk.  Minnie Minoso closed out 

the scoring with a sacrifice fly, and the Senators 

never looked back.  They iced the game with two 

insurance runs in the 7
th

.  

 

The paltry attendance was indicative of the reason 

that the original Senators fled town after the 1960 

season, relocating some 1100 miles to the north and 

west, in the twin cities of Minneapolis and St. Paul.  

The nation’s capital was quickly granted an 

expansion franchise for the 1961 season, but it too, 

failed to make a go of it, and left for Texas after 11 

seasons, making an inauspicious exit by forfeiting 

their final home game after fans stormed the field in 

the ninth inning, ignoring all warnings from the 

umpires and public address announcer to return to 

their seats.  The nation’s capital would be without a 

team until the Expos relocated there as the 

Nationals in 2005. 

 

The last time they equaled or surpassed the league 

average in attendance was 1943, the third and final 

time it happened.  Since then, television revenue 

had increased in importance. 

 

The first telecast of a major league game was in 

1939, and by the late 1940s several teams began 

televising games.  By 1963 television revenue was 

only beginning to encroach on ticket sales as the 

primary source of income for MLB teams, but the 

pattern was already obvious.  Only ten teams earned 

more revenue from television than ticket sales in the 

first 25 years of the sample, while 50 did so in the 

1990s alone (see Figure 1). Eventually the sale of 

naming rights and luxury box rentals would also 

approach ticket sales revenue in importance.  But in 

1963 the concept of taxpayer subsidized money 

machines in the form of stadiums was still a novel 

concept.  In fact, DC Stadium (later RFK Stadium) 

was owned by the federal government, a first in any 

professional sport. 

 

Washington had the lowest local TV package in the 

league in 1963, earning $300,000 for their games, 

one fourth of what the Yankees earned and less than 

half the league average of $650,000. 

 

The problems in Washington are evident in figures 

2 and 3, which compare the financial performance 

of the Washington franchises relative to the rest of 

MLB.  As figure 2 indicates, the Senators were at or 
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near the bottom of the television revenue chart 

every year since 1952, the first year for which I 

have comprehensive television revenue data.  And 

Figure 3 illustrates the gap between Washington 

and the league average in ticket revenue. 

 

Figure 1 

 
 

In 1969 the Senators improved dramatically under 

new manager Ted Williams, increasing their win 

total by an amazing 21 games, and finishing above 

.500 for the first (and only) time in their abbreviated 

existence as the “new” Senators.  They woudn’t 

finish with a winning record again until they were 

the Texas Rangers.  The 86 wins were no match for 

Baltimore’s MLB best 109 wins though, and the 

Senators finished the season in fourth place, a 

whopping 23 games out, but a mere four behind 

second place Detroit. 

 

Figure 2 

 
 

Crowd favorite Frank Howard had the best year of 

his career, pounding 48 homeruns, driving in 111 

and batting .296 with a .574 slugging average.  

Mike Epstein added 30 homers.  Dick Bosman 

turned in a fine season (14-5, 2.19) allowing barely 

one baserunner per inning pitched. 

 
MLB’s 100,000th game was Tommy John’s first 

 

The improvements on the field help explain the 

jump in attendance, despite that fact that the 

Senators had raised ticket prices by 50%.  As a 

result, for the first time in 20 years they equaled the 

league average in ticket revenue.  Unfortunately, the 

strategy didn’t pay off in the long run.  The price 

increase was accompaned by the largest 

Washington attendance since 1946, and the second 

highest in the city’s MLB history.  But in each of 

the next two years atttendance declined.  After 

achieving a high water mark of 80% of the league 

average attendance in 1969, by 1971 the Senators 

were drawing barely half the league average of 1.2 

million. 

 

Figure 3 

 
 

Washington, whether the original franchise or the 

expansion version, was consistently lagging in 

television revenue as well.  When television was in 

its infancy, and revenues from the sale of games 

were a trivial source of total income, Washington 

was close to the league average, reaching 98% of it 



 20 

in 1954 and 95% in 1953.  But as television 

revenues grew in importance, the Senators fell 

further behind the rest of the league in earning 

them.  They fell to  83%, then 70% of the league 

average and by the time the data set picks up again 

in 1962 they were below 50%, where they remained 

for the next decade.  Compared to the top television 

revenue team in the league (the Yankees in most 

years), they were even more pathetic, barely earning 

half as much in their best year, and no more than 

25% for the entire existence of the expansion 

Senators.  Regardless of which franchise was in 

town, nobody wanted to watch the Senators 

flounder. 

 

 

A Call for Submissions 
The Business of Baseball Committee has more than 

700 registered members.  We are sure many of you 

are doing research that would be of interest to your 

fellow SABR members.  Please consider sharing 

your work in the newsletter, which is especially 

well suited to preliminary versions of work you may 

wish to publish elsewhere.  Outside the Lines is an 

excellent outlet for the publication of your research 

on any topic of baseball that occurs “outside” the 

playing field.  Submissions can be directed to Mike 

Haupert at mhaupert@uwlax.edu. 
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