Australian Government

Australian Sports Commission

Governance and Commercialisation in Sport

61

) »

L. A

ausport.gov.au




Good governance practices are back on the
agenda and important for the financial
health of sport.

* If not, why not?

* Annual Sports Performance
Review (ASPR) Process

* Risk on investment assessment
Includes governance risks

 Mandatory governance
standards

* Ministerial support
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Dollars are on the line...

Run sports our way or lose funding

EXCLUSIVE

PATRICK SMITH

lwu

NATIONAL sporting arganis-
ations that do not comply with de-
tailed new Australian Sports Com-
mission guidel will jeop

today by the Sport Mmsster Kate
Lundy, are designed to ensiire the
adoption of best practice across all
sports and are 3 clear indication
that independent commissions
arethe favoured mode!

it s a document critical to Aus-
tralian sport as the ASC recogmisas
90 codes and outlays more than
$120 million in funding 60 of them

The power of the ASC was
underiined n 2005 when the AFL
capitulated after a threat to with-
draw govemment funding was is-
sued if it did not sign the World
Antt-Doping Agency accard

These new guidelines cancen-
trate on independent governance
and buss pratocols,

their federal government unding
The guidelines, under review
since last year and to be released

The revision of the guidelines,
first introduced in 2002, won)d ap-
pear to put rugby union in particu-

tar under close scrutiny and to a
minor extent cricket and tennis, as
well as other non-compliant
codes. Rughy union 1s adminss.
tered by the traditional but out-of-
favour federal delegate system
and wrighted voting according to
state packing order. Judging by the
guidelines, rugby appears to be
No lonthe government'slist of re-
calcitrant sports

Rugby is run by a board of eight
and 14 delegates representing the
states and termtories, That is well
removed from the model suppornt-
od by the ASC which advocates
five to nine directors, all indepen-
dent, with power to make external
appaintments to fill skill gaps and
should be reflective of key stake-
holders but not at the expense of
the expertise of the board.

Australian Rughy Union chief
executive John O'Neill has pub-
licly favoured 2 remaking of the
sport's governance yet there ap-
pears to be little momenturn with-
in the sport to change It would re
quire state delegates voting them-
selves out of power. Rughy union
received more than $1.2m fromy the
ASC last year as well as the gaad-
will of the fanding body

Senator Lundy told The Austra-
fian the guidelines were "3 shot ac-
ross the bow' of sports reluctant or
slow to move towards contempor.
ary gavernance. She warned a risk
of losing funding “was always part
of the conyersation”

However Lundy stressed the
government would prefer that
sports shoald act of thelr awn wol-
ition. "It 12 an opportunity for all

Federal Government

allocations 2011-12
Sport Annual grant
Paralympics $13.61m
Swimming $9.45m
Cycling $7.56m
Rowing $7.19m
Hockey $6.86m
Soccer §3.58m
Netball $3.05m
Cricket $1.62m
Tennis $L44m
Rugby Union $1.22m
Auctralian Football  $L17m
Rueby League $511,660

Sports to invest in their own fu-
ture,” she smd. "Good governance
dnives good outcomes These
guidelines will strengthen Austra-

lian sport and make it strong and
resilient.”

Senator Lundy said the govern-
ment wanted sports to improve
their transparency and that sport-
ing bodies, not just athletes, were
role models for the community

“'A modern governance struc-
ture is the basis for making the
critical connection between elite
professional sport and community
sport, where millions of Austra-
lians live their own sporting

dreams” Lundy said. " The govern-

nent is laying out the bullding
blocks of best practice in sporting
govermnance and we arc confident
thas will help.”

Tennis Australia felt the power
ofthe ASC when in 2004 the sport
queried why it was only the 22nd
highest-funded sport. The ASC's

then chief executive Mark Peters
said it was because of a kack of per-
formance on gourt. A subsequent
review ako found its governance
model cumnbersome and compro-
mused and tennis funding was un-
der furtherrenewed scrutiny

This October the last state-
based member will leave the
board For It to be an independent
commisson however, it must still
remove the right of the states to
nominate board members. The re-
vamped governance model has
also ensured an improvement on
the court with Australia having its
best year in & decade and jle most
sucvess ful Australian Open.

Tennis Australia’s chief evecu-
tveSteve Wood saud thechange ta
2 contemporary model was
lengthy but rewarding “'We still

have some work to doyet," he said
1n 2003 seccer was revamped in
the wake of the Crawford report
One recommendation was to es-
tablish the A-League under Jic-
ence to the FFA and run by an in-
dependent commission (chazrman
Frank Lowy) Crawford noted that
soccer at the time was “nat en-
dowed with the expertise to oper-
ate a finzncially viable and sue-
cessful national competition™

Cricket Australia has pushed
towards an mdependent commus-
sian but has not fuliv committed,
clayming every state be rep-
resented on the “independent
board"

Board composition, their roles
and powers i3 the first of six prin-
ciples that are at the heart of the
government guidelines.
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The AFL led the way, now other major
_ == | sports have realised the importance of
Apstralian Sports Commission governan Ce and are Changlng
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There is a correlation between those NSOs
_ &= | to adopt independent boards and increased
Australian Sports Commission r eV e n u e

¥, A E)
At

s i

- i X

ﬁ

e

2004 2005 2006 2007 2008 2009 2010 2011 2012

ausport.gov.au




The revised Sports Governance
e Principles put good governance back on the
Australian Government
Australian Sports Commission a ge n d a

Al

Australian Sports Commission
Sports Governance Principles

Principle 1: Board composition, roles and powers

Principle 2: Board processes

Principle 3: Governance systems

! J

Principle 4: Board reporting and performance

March 2012

Principle 5: Stakeholder relationship and reporting

Principle 6: Ethical and responsible decision making
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_ The revised Sports Governance Principles
focus on setting and monitoring strategic
mmmcoennen | direction, and developing skill-based
T boards.

* Board elected Chair (1.6)
 Nomination Committee (3.9)

* Non-financial reporting (4.4)
« Stakeholders (5)

ausport.gov.au



NSOs should adopt “if not, why not?”
.-tustm]ian-ﬂ-mt'rn ment e p (@) rt | N g

Australian Sports Commission

* Where do you depart from good
practice?

 Why?

* Let your stakeholders decide If
that's reasonable...
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As major revenue source, the ASC is a key
stakeholder

« Make decisions based on risk to
Investment

* Does the NSO’s governance
pose a risk to investment?
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s To help mitigate risk, mandatory
governance standards have been

Australian Government

;\uxtranan Sports Commission I n t r O d u C e d

* Non negotiable

* Initially for 7 highest funded
NSOs (risk 20% cut)

e Focus on:
— Structure

— Behaviour
— Reporting
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The Principles remain the guide to good
.-tustm]ian-{i-um'rn ment p r aCt | C e

Australian Sports Commission

* Use them
* If not, why not?

ausport.gov.au



More important than government funding,
good governance promotes alignment,
wmmsprscmion |- AQ1l1ty @and commercial revenue growth

ROI / \
— = - Delivery — = -

Research & Evidence

Culture & Leadership

Governance
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WHAT ARE THE CHALLENGES?
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The Australian market place

Australian Government

Australian Sports Commission

« Competitive market with over 16 branded and promoted junior sport
products

* Increased access to technology that is driving awareness, business
modelling and training of deliverers
« Changing delivery models such as:
— 3" party provider
— Professional deliverers
— Targeted and branded products

« Shift towards offering pay-to-play programs and products to address
declines in Club Memberships

« A shift to commercial partnerships rather than traditional sponsorship by
national and international companies I.e. co-branding and marketing

« Governance reforms across sport enabling growth, national delivery and
Investment

ausport.gov.au




&% | Crowded Australian Market

Australian Sports Commission

Australian broadcast market
~ * 4 Football codes

« 13+ Domestic codes

e 16+ International

* AFL 6+ million spectators

Australian sport market

* 75+ sports offered to the community
« 20+ targeted Junior engagement products
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Big getting bigger

Australian Government

Australian Sports Commission

2012 Revenue

AFL

Cricket Australia
Tennis Australia
NRL

A-League

ARU

$- $100.0  $200.0  $300.0  $400.0  $500.0
Million
Supporting industry

$2.6 Billion boost
2013

AFL+ARL+ARU
Est. $646.6m 2013

Sport Betting
$325m 2013

Source: IBISWorld report
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CSIRO Megatrends

Australian Government

Australian Sports Commission

A Perfect Fit - personalised sport for health and fitness

From Extreme to Mainstream - The rise of
lifestyle sports

 More than Sport - The attainment of health, community
and overseas aid objectives via sport

° Everybody's Game - bemographic, generational and
cultural change

* New Wealth, New Talent - Economic growth and
sports development in Asia

 Tracksuits to Business Suits - market pressures

and new business models
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Australian Government

Australian Sports Commission

Current sports participation

95%

Motivation to Participate

84% 88% 82% 80% 77%
11 8 6 7
19 11
18 15 15
21 21
33
34 32
27 22 =

Total Population

Q. How important are each of these thinas to whv particioate in each of these sports?

Aged 5-15

Aged 16-29 Aged 30-44 Aged 45-64 Aged 65-75

Il Fitness [ ] Relaxation [ | Social [ ] Competition

O

Base: Total Particibate in Sport: n=9.247 gemba
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Awareness of Products

Australian Government

Australian Sports Commission

Awareness of Grassroots Programs
(% Adults with Children Aged 5-15)

|—
68
=== |_arge gap to remainder of the sport products
40
%
29 27
22
19 19 16 15 b
10 10 7
’LmleAthletics’LeomtoSwlm' Auskick Nippers ) In2Cricket ) Hot Shots ) Active After i NetSetGo  Aussie Hoops KidsIRYoihlon' Kids to lSmuIl Sided i Try Rugby ) Hook In2 ) SurfGroms ~ Get Into Golf

School Kangaroos Football Hockey
Communities
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Population Growth

Australian Government

Australian Sports Commission
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Technology

Australian Government

Australian Sports Commission

Use
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_#& I supplier v Market Driven

Australian Sports Commission

Supply Driven

Traditional delivery

Eroding market share

Market Driven

—

Product Innovation
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New and developing

DISCOVER o
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MACRO ENVIRONMENT

Communications
Australian Government

Marketing Events

Australian Sports Commission OBJECTIVE

E-Capability /S MEASURES

Financial
performance

Programs/
Engagement

Membership

Game Culture and Facilities
develspment Governance [eaionin " o
X i % performance
Organisational 2 Management
development Pay4Play % effectiveness
High
__________________ Performance PURPOSE g T T
Product z Program
development IP/Data by effectiveness
csny Research 3 sport
» i rf
Targeted Delivery and evidence 3 pevionmance

groups base

2
o
%
-
)
z
(=)
Z
D, Marketing
»

Organisational

Ticketing/ impact

Hospitality

PR/Comms

Licensing/
Merchandise
Gambling

Broadcast/
Media

Sponsorship

Events

MACRo ENVIRONMENT
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Club Health Check

Australian Government

Australian Sports Commission

Incorporated: Incorporated:
sub committees with one organising Unincorporated
report to a board committee
532 1182 203
Total - 1917
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Critical Success Factor Results

Australian Government

Australian Sports Commission

Vision and Mission
Workforce

Risk Management
Policy & Procedures
Planning

Compliance

Committee Management

Membership Services

0 1 2 3 4 5 6 7 8 9

ausport.gov.au




Bowls Australia case study

Anstralian Government
Australian Sports Commission

* 16 Community Development Officers
(CDOs)

— Metro and Regional areas Australia wide
* Currently conducted 1,023 assessments
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