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1. Introduction – Rugby and Economics

Thanks very much for coming. I know that you’re here to hear Poido and so am I. 

But as this is an official Australian Business Economists (ABE) event I thought I’d better go first to provide some actual economics content, get it out of the way, and then you can listen to Simon’s famous tales as a Wallaby. 

As Stephen Halmarick said I am a ‘born global’ rugby player having learnt the trade in the UK and North America after growing up in the Aussie Rules heartland of Adelaide. But like in any religion, in rugby union, you always need converts to thrive and survive. Indeed, learning rugby make me appreciate that there are other codes of football in the world and now I am a now such a ‘football multiculturalist’ – that I believe I would even make the famous Al Grassby proud. And speaking of multiculturalism, if you turn on Peter Martin’s report on the economics of Rugby World Cup on the Insight programme on SBS tomorrow night at 8.30 you will actually see me in action as a rugby player for Randwick – the mighty galloping Greens. My prowess is such that I even managed to make Owen Finegan look fast! So with Poido here as well – we have good Randwick representation! (But with Stephen Halmarick being an Eastwood man and deserving of congratulations for Saturday’s back-to-back premiership win).

So in the first instance, what is the connection between Rugby and Economics?

Well, Rugby and Economics are actually more similar than they seem at first glance

For instance, the professionalism of rugby union has occurred simultaneously with the modernization of the Australian economy (as demonstrated by the difference between the 1987 and 2003 Rugby World Cup tournaments)

There are other several economic factors involved such as the economics of the event, the economic and trade aspect of the major contenders and also the benefits of the economics of networking that we are partaking in today.

After my talk may of you will say “Who would have thought that the ‘dismal science’ could have a connection with ‘the game they play in heaven’. And even if you don’t believe it, it will come in handy when you have to justify to your bosses and clients, the large number of events that you have attended over the next six weeks.

2.The Economics of the Rugby World Cup 2003

First of all, since the Grand Prix came to Adelaide in 1985, there has been a burgeoning literature on the economics of special events. Much of it was spawned by a group of Adelaide economists led by Trevor Mules and John Hatch who did some early work on the economic benefit of major events to local economies. This has been followed by be work done on the Olympics and the soccer and rugby world cups. After all, bread and circuses events do have high profiles so it is natural that they will come under some scrutiny.

So what can we can we say about Rugby World Cup 2003? Whilst there has not been a lot of work published (yet) on this year’s event we can be sure of a few things.

Firstly, the Rugby World Cup in 2003, because of the professionalism and ‘globalisation’ of rugby union will have more substantial benefits for Australia than did the 1987 event.

Secondly, RWC 2003 is big but it is not of the same scale as the “greatest Olympics ever” that were held to so much acclaim in Sydney.

Thirdly, as well as direct economic benefits, there are more medium term, indirect benefits that are harder to ascertain, let alone quantify, at this point in time.

The comparison with the Sydney Olympics should be looked at closely to put RWC 2003 in context in terms of direct benefits.

First of all, the Australian Rugby Union (ARU) has estimated the expenditure impact to be around $800 to $1 billion. According to Stephen Halmarick of Citigroup this is estimated to be worth around 0.2 % of GDP. By contrast, the economic impact of the Sydney Olympics was estimated to be worth around $6.5 billion, over a 12-year period – before and after the games. Strath Gordon of the ARU has estimated that the union will be spending $120 million in its own right. Not only was the Olympics a much larger event in terms of scale, but also there was also considerable infrastructure investment that took place for the games that won’t occur for RWC 2003.

Secondly, in terms of sponsorship and broadcast rights, unlike the Sydney Olympics, broadcast rights are payable to the International Rugby Board (IRB) in Dublin not the ARU. The Reserve Bank estimated the Olympic broadcast rights alone to be worth $1 billion in value – almost the total vale of RWC 2003 – so that gives you an idea of the difference between the events.  However, the ARU is anticipating substantial sponsorship revenue from corporate events at RWC 2003.

Thirdly, in terms of tourism, the ARU has estimated around 40,000 international visitors for Rugby World Cup 2003 and 100,000 Australians travelling interstate to different venues during the tournament. This compares with 130,000 international visitors at the Sydney Olympics.

Fourthly, in terms of New South Wales (NSW), RWC 2003 is estimated to bring $350 million ($300 net value) in benefits to NSW with 2,500 jobs and $2.4 million in payroll tax. However, unlike the Sydney Olympics the benefits will be spread more evenly across the country – especially with pool matches in regional centres like Townsville, Gosford, Wollongong and Launceston. Almost every part of Australia will get their own slice of rugby heaven.

In terms of global audiences, the Olympics were beamed to 30 billion viewers whilst RWC 2003 will be shown to around 4 billion worldwide. With live numbers, the Sydney Olympics attracted 6.7 million attendances, whilst RWC 99 attracted 1.7 million with an estimated 2 million for RWC 2003.
However, as well as these direct benefits estimated by the ARU, there are also Indirect benefits that will accrue from the staging of RWC 2003. 

For instance, there is expenditure on non-rugby activities – especially in regional tourism. As an example a group of Japanese or Scottish rugby followers attending a game in Townsville, may choose a barrier reef trip between matches. There is also the impact of the spending power of rugby followers on restaurants pubs and clubs whilst they are in Australia. Unlike, RWC 1999,where visitors could just travel in and out of Cardiff on match day, most visitors will be here in Australia for several weeks. This is one example of where the ‘tyranny of distance’ actually works in our favour?

There are also networking benefits through Rugby Business Club Australia (RBCA) – spearheaded by Austrade. RBCA is similar to the Business Club Australia model used at the Sydney Olympics. It aims to take advantage of the large number of international business people coming to major events in Australia by ‘matching them’ up with potential clients and joint venture partners in Australia. In some cases, major export contracts were achieved. For instance, architecture company, Woodhead International, who designed the interiors at Sydney airport before the 2000 Olympics joined BCA and through Austrade’s network met with Singapore government officials at the games. As a result, won two major contracts in Singapore and is ready to expand. Woodhead has picked up the contract to design the interiors at Changi Airport’s Terminal 3, which houses Singapore Airlines. The project is estimated to be worth around S$1.4 billion (AUD$1.35 billion). This comes on top of the deal to design the interiors at Singapore’s National Library (worth around S$230 million equivalent to AUD$222 million). As Woodhead’s managing director Geoffrey Lee, said recently: “It all started through Austrade’s contacts during the Olympics. We met the Singapore aviation representatives there, and as they say, the rest is history!” 
RBCA hopes for similar results at RWC 2003. RBCA has engaged several former Wallaby greats – led by master coach Rod Macqueen to act as ‘business ambassadors’ at business networking events before RWC 2003 matches. So far RBCA has nearly 6,000 members from a range of countries – from USA, Singapore to major rugby playing nations. There is also representation of a diverse range of industries and many RBCA events will reflect country and industry themes. An article outlining the potential economic effects of RBCA is in your pack under title “The Power of Schmooze”.

3. Who should we be schmoozing with? – The contenders and their economic and RWC 2003 prospects.

Of course, economics forecasting and rugby tipping are not exact sciences with plenty of degrees of freedom and margins for error. But no ABE function would be complete without some preview of the form guide in terms of rugby, trade and economics. So here goes.

Celtic Tiger, Hidden Dragon

Let’s start with our friends from the British Isles. 

First, there’s Ireland, the celtic tiger. Ireland has invested well in education and training and has attract foreign direct investment (FDI). Like the economy, Irish rugby has had a revival in recent years.

Scotland, another celtic nation, has enjoyed devolution and more economic autonomy, which will help its playing prospects.

England, is a co-favourite with New Zealand, dominates the UK economy and should be the best of the British contenders provided it keeps out of the euro.

Wales, the hidden dragon, still dominated by steel and manufacturing but as host of RWC 99, has been a magnet for FDI thanks to the Welsh Development Authority (WDA). And boy-o can they sing – from Tom Jones to Shirley Bassey.

From Springboks to Spring-bucks?

Like its economy, South Africa’s sport was harmed by apartheid. But their Nelson Mandela inspired win in RWC1995, has also helped the Republic’s economy. Around 39 % of South African companies export and have good prospects. Trade with Australia alone has doubled since the African National Congress (ANC) came to office in 1994.

Don’t but from me, Argentina?

Argentina, from IMF pin-up boy to debt, devaluation and default. President Kirchner is having ago, and they Argentines have fortunately removed the peg to the US dollar. Still, there’s always flamboyance and excitement – and many highs and lows – when the Argentines are around and The Pumas have been playing well (came close to knocking off the Springboks at home – which is no mean feat).

French testing and the Pacific.

The French are always a chance – flashy and exciting, enterprising and entertaining. But when things break down they really do break down like a French transport strike. But amongst the OECD nations, you can always back France to be thereabouts.

In the Pacific, as always, there is much rugby talent but much of it playing for New Zealand and Australia. Our trade ties are strong as are our people links. Let’s hope strong performances by the Pacific island nations will enable a South Pacific team in Super 12 along the lines of the West Indies in cricket.

If you can’t beat them join them.

European accession will help Romania and trade is helping Georgia. And for all the emerging rugby nations – increasing your standards by taking on fiercer competition is good for you even if you are just making up the numbers (this shows how rugby after all is just like trade).

CER – Closer Energetic Rugby across the Tasman.

And the All Blacks? Always a chance when they are practising their religion on mass. This year is 20 years of the Closer Economic Relations (CER) between Australia and New Zealand and it has proved to indeed be the “Bledisloe Cup” of trade agreements. According to the Department of Foreign Affairs and Trade (DFAT), two-way trade with New Zealand has expanded more than five fold since CER was signed in 1983, with an annual average growth of seven per cent over the past decade. CER has helped both of us in trade and in rugby.

4. How will RWC 2003 help Austrade?

So how will all this rugger bugger activity help Austrade? Rod Macqueen’s presence alone has helped the organisation in terms of the lessons coming from rugby that can be applied to international business in terms of negotiation, team work, networks, coaching, vision and strategy. This has directly helped us in our own version of “Bill” (the RWC trophy) – the mission to double the number of exporters from 25,000 to 50,000 by 2006/07.

Our mission to double the number of exporters will enable Australia to grow our export base to bring about economic and social improvements to the benefit of the Australian community. As Austrade, research has shown, exporters are natural leaders in the business community in terms of innovation, performance and labour market outcomes. Exporters, on average, pay higher wages, provide more job security and are more profitable than non-exporters. The benefits of exporting ‘spill-over’ to the rest of the economy. 

However, to grow the exporter community. Austrade needs to:

· Increase the intention to export

· Improve the export success rate of ‘successful intenders’

· Increase the opportunities for ‘accidental exporters’ (who make up 50 % of all new exporters)

· Increase the number of born globals

· Enable more irregular exporters to become regular

· Provide more opportunities for Australian businesses to go global through means other than traditional exporting – such as joint ventures, strategic alliances, licensing, franchising and FDI.

How does this work in practice? I usually use Australia’s most high profile exports – our Hollywood stars - to illustrate the point but maybe we could try rugby stars as well. 

First, successful intenders.

The ‘Successful intenders’ are like Russell Crowe. They intend to make it, are incredibly determined (even aggressive), well prepared and can be flexible in their roles they play (from a gladiator to a mathematical genius). Perhaps in rugby terms, the equivalent is Michael Lynagh who has exported his skills to Saracens in the UK, Bennetton in Italy.

The ‘Accidental exporters’ are like Paul Hogan. ‘Hoges’ was a rigger on the Sydney Harbour Bridge who did comedy to his fellow workmates in his lunch hour. During one of these performances, his talent was discovered and he was on his way to a hit TV series and then Hollywood fame with ‘Crocodile Dundee’. Like with Paul Hogan, there is export ‘talent’ out there waiting to be discovered even if it is by a random act.

In rugby terms, David Campese was a sprinter in Queanbeyan but then discovered by junior rugby coaches. A very ‘lucky’ accident if ever there was one for the game of rugby.

The ‘Born globals’ are like Frances O’Connor. Born in Oxford, to Western Australian parents,  Frances were able to acquire dual citizenship and could therefore pick up roles in the UK and Europe that may not have been available in Perth. Born global exporters look at the global market from day one. An example is Melbourne-based Lochard industries that provide airport-monitoring systems. Lochard knew that there were a limited number of airports in Australia so they targeted overseas markets straight away. In rugby terms, we have Patricio Noriega, born global in Buenos Aires.

‘Irregular exporters’ are like Guy Pearce. He’ll do a Hollywood blockbuster one year and then will come home to Australia to do a play in his hometown of Geelong or an Australian-based film. Some exporters operate this way – only targeting overseas markets at the low points in the Australian business cycle.

In rugby terms, we have Joe Roff. Overseas to France one year, back in Australia the next.

Finally, there are companies that don’t export in the first instance but instead for a ‘joint venture’ with a foreign partner. The joint venture strategy is similar to Nicole Kidman’s experience. Nicole may have had a strategic alliance with a foreign partner to start with but she is now a success in her own right. And we are all proud of her for it. Many Australian SMEs enter foreign markets in the same way – via a joint venture or strategic alliance.

In rugby, we have the Eddie Jones – Mark Ella joint venture – let’s hope it is a winning formula for RWC 2003.

5. Conclusion.

In conclusion, I hope I have demonstrated that there is an economic side to rugby, where it be the economic benefits of the event itself, the trade aspects of the contenders or in the economics of networking and the power of schmooze.

The contenders are like their respective economies – often hard to 

pick – but Australia, New Zealand and the economies that make up 

the UK (especially England) are hard to go past, followed by France.
So drink up and enjoy RWC 2003 – your country needs you to help to 

do your bit for our Balance of Payments!
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