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I. PREFACE

The Knight Commission has been an independent voice advocating for the alignment
of athletics programs with their universities” educational missions. Although it does
not hold official authority over the various organizations involved in the
administration of intercollegiate athletics, many of its recommendations have been
adopted by the National Collegiate Athletic Association (NCAA), institutional
boards of trustees, and other important governing bodies.

The Commission’s landmark 1991 report, Keeping Faith with the Student-Athlete: A
New Model for Intercollegiate Athletics, proposed a new “one-plus-three" model for
intercollegiate athletics - presidential control directed toward academic integrity,
fiscal integrity, and an independent certification process to verify that integrity.
Indeed, the “one-plus-three” model provided a roadmap that the NCAA and
university presidents used to implement academic and governance reforms over the
past two decades. Its research, reports, and recommendations on issues of concern
have consistently won the attention and interest of the national media as well as
those responsible for policies regarding the management of intercollegiate athletics at
all levels, from individual campuses to major conferences.

Despite the progress made with presidential governance and academic reforms, the
escalating costs of competing in big-time intercollegiate sports, especially at Football
Bowl Subdivision (FBS, formerly Division IA) institutions, have remained an
intractable problem. As then NCAA President Myles Brand observed in his
December 2008 NCAA President’s Report, “athletics spending has increased in
recent years at a pace that ultimately is unsustainable.” Or as Nathan Tublitz, a
university professor, remarked in an article in the Eugene Register-Guard: “What's the
justification for a public university directing 60 percent of its capital expenditures
over an entire decade toward a non-academic auxiliary unit whose annual budget is
only eight percent of the entire university?”

These circumstances made the need for a new study addressing the increasing costs
of intercollegiate athletics especially urgent. The current project focusing on FBS
university presidents and their views on the financial state of college athletics and
the implications of the cost pressures associated with participation in the FBS comes
at a critical time. Universities in the FBS experience these pressures most acutely, and
the Commission has not conducted presidential-level research since the early 1990s.

The research with the 119 FBS university presidents was completed in two stages.
The first, consisting of quantitative research, was conducted from March 18 to May
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20, 2009. Ten-minute telephone interviews were completed with 95 of the 119 FBS
university presidents, a participation rate of nearly 80 percent, extraordinarily high
for a research study with any leadership population, but especially for one involving
presidents of major universities. It should be noted that during the 2009-10 academic
year, one additional university has become an active FBS institution, bringing the
total number to 120.

The second phase consisted of qualitative telephone interviews with FBS presidents
who had completed a quantitative interview and agreed to participate in a follow-up
discussion. Of the 95 presidents who completed quantitative interviews, 67 (71
percent) volunteered to participate in a follow-up interview. Twenty-two interviews
(roughly the number designated in the study design) were completed with this
group, with the interviews lasting an average of nearly 45 minutes. This research was
conducted between June 10 and July 8, 2009.

The extraordinarily high participation rates of FBS presidents as well as the
considerable time and interest they were willing to devote to both the quantitative
and qualitative phases of the research suggest beyond any reasonable doubt that
issues and concerns regarding the financing of intercollegiate athletics are viewed as
matters of profound consequence for the leadership of these universities, which
represent many of the most distinguished institutions of higher learning in the
country.
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II. RESEARCH DESIGN AND METHODOLOGY

A. Quantitative research with FBS university presidents

Ten-minute telephone interviews were completed with 95 of the 119 FBS presidents,
for a participation rate of 79.8 percent. Interviews were conducted by executive
interviewers using Computer Assisted Telephone Interviewing (CATI), which makes
possible randomization of lists, carefully controlled skip patterns, and other steps
critical to the collection of accurate, unbiased data. Respondents were assured that
their answers were completely confidential and would only be reported in the
aggregate.

To ensure the highest possible participation, Knight Commission Co-Chairs, William
E. “Brit” Kirwan, Chancellor, University System of Maryland and R. Gerald Turner,
President, Southern Methodist University, wrote to all FBS presidents, announcing
the study, explaining its importance, and urging their participation. Art & Science
Group then contacted each president to schedule an interview. In some instances, the
Knight Commission contacted presidents who did not respond to interview requests.
These efforts helped achieve the very high participation rates realized.

The research instrument was developed in collaboration with Amy Perko, Executive
Director of the Knight Commission, Knight Commission members, and the
Commission’s Research Advisory Group:

« Dennis Kramer II, Graduate Research Fellow, Knight Commission on
Intercollegiate Athletics

« Janet Lawrence, Associate Professor, University of Michigan, and lead
researcher of the Knight Commission-sponsored study of Faculty Perceptions
of Intercollegiate Athletics

« Ted Leland, Vice President for Advancement, University of the Pacific, and
former athletics director, Stanford University

« Jeff Orleans, former Executive Director, Council of Ivy League Presidents

- Welch Suggs, Assistant to the President, University of Georgia

« Jane Wellman, Executive Director, Delta Project on Postsecondary Education
Costs, Productivity, and Accountability

« Andrew Zimbalist, Robert A. Woods Professor of Economics, Smith College

Prior to fielding the research, the instrument was tested in a number of interviews
with former FBS presidents in early March 2009. Appropriate modifications were
made based on their suggestions.
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The high percentage of FBS presidents who completed interviews ensures that the
sample and the research findings accurately represent the views of presidents across
a number of important variables, including athletic conference, region of the country,
and levels of athletic success. Another key variable used in the analysis was an
institution’s membership in an equity or non-equity conference. Equity conferences,
so called because conference champions receive automatic bids to the highly
lucrative Bowl Championship Series, include the ACC, Big Ten, Big XII, Pac-10, Big
East, and SEC. Notre Dame is included in this category given their preferential BCS
qualification status. Equity conferences have the most lucrative television contracts
and have access to other substantial financial benefits not enjoyed by non-equity
conferences. The independent military academies are included in the non-equity
category. (For ease of reference, in this report presidents of institutions in equity
conferences are referred to as “equity presidents,” those of institutions in non-equity
conferences as “non-equity presidents.” Similarly, institutions in equity conferences
are referred to as “equity institutions,” those of institutions in non-equity conferences
as “non-equity institutions.”)

Analysis of the data incorporated extensive subgroup analysis by these and other
variables. Statistically significant findings of note are included in the report.

The research findings have been discussed at length and additional analyses
completed with Knight Commission staff and the Commission’s Research Advisory
Group. A summary of the initial findings was presented by Art & Science Group and
discussed at the May 12 meeting of the Knight Commission in Washington, DC.

B. Qualitative research with FBS university presidents

Twenty-two in-depth qualitative interviews were conducted with FBS presidents
who had completed a quantitative interview and agreed to participate in a follow-up
discussion exploring in greater depth the questions covered in the quantitative
research as well as other issues suggested by preliminary findings from this research.

As noted above, 67 of the 95 presidents who completed quantitative interviews
volunteered to participate in a follow-up discussion. While the original study design
allowed for completion of 14-20 qualitative interviews, 22 were actually completed.

Selection of the presidents to be interviewed from the larger list of those who
volunteered was made with the advice and consent of the Knight Commission and
its Research Advisory Group. In making these selections, careful consideration was

ART & SCIENCE GRrROUP, LLC 4



given to ensuring a wide range of perspectives; hence, presidents were interviewed
with varying levels of experience and at a variety of FBS institutions.

As shown in the table on the following page, of the 22 presidents interviewed, eight
were current or former members of the NCAA Board of Directors at the time of the
interview, and 12 of the respondents had at least six years of experience as a
president at any FBS institution. The respondents tended to be from public
institutions (18 of 22), and the athletics budgets they supervised are roughly equally
spread across low, middle, and high ranges. Finally, as presidents from equity
institutions have more control over policy matters for the entire division, a greater
proportion of these presidents (14 of 22, or nearly two-thirds) were included in the
qualitative phase of the research.

The discussion guide for the interviews was developed in collaboration with Amy
Perko (Executive Director of the Knight Commission), Commission members, and
the Commission’s Research Advisory Group and was informed by preliminary
findings from the quantitative research. Appointments for interviews were made by
Art & Science Group through direct email or telephone contacts with each
president’s office.

The interviews were conducted by the senior partners of Art & Science Group:
Benjamin Edwards, Richard Hesel, and David Strauss. Respondents were assured
that their answers were confidential and would be reported without attribution and
in a way that would not reveal their identity. To ensure that presidents spoke openly
the interviews were not recorded. However, extensive notes were taken so that
comments were transcribed accurately. Unless otherwise noted, presidents’
comments recorded in this report are direct quotations with only slight modifications
made to disguise the president’s identity or correct minor grammatical
inconsistencies or self-corrections.
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Key Characteristics of Presidents Interviewed and the Institutions Represented

Conference Affiliation of Institution Represented by President

ACC 3
Big 12 2
Big East 1
Big Ten 2
Conference USA 2
MAC 1
Mountain West 2
PAC-10 4
SEC 2
Sun Belt 1
WAC 2
Independents 0
Equity Status of Institution
Equity 14
Non-Equity 8
Athletics Budgets of Institution Represented by President
low tier 6
mid tier 9
high tier 7
Years of Experience as President of an FBS Institution
5 years or less 10
6 to 10 years 7
10 years or more 5
Number of Presidents Representing Private or Public Institutions
Public 18
Private 4
Number of Presidents Who Are Current or Former Members of the NCAA Board 8

of Directors
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III. EXECUTIVE SUMMARY

The following provides a summary of key findings from the quantitative and
qualitative research.

A. THE DILEMMA OF REFORM

It is clear from the quantitative and qualitative research that presidents recognize the
need for reform; few, however, are sanguine about the possibilities for positive
change. What was striking in many of our findings was the lack of any clear idea of
the best way to effect change or the most appropriate entity to move reform efforts
forward.

While the quantitative research revealed strong presidential support for studies of
policy changes regarding a number of concerns, such as the number of coaches and
athletic contests, the qualitative research revealed a sense of powerlessness to effect
the kind of change that is needed at the conference and national levels to contain the
athletics arms race and address critical issues regarding sustainability, such as
rapidly escalating coaches’ salaries. The quantitative research also shows that a high
percentage of presidents who believe that sustainability is problematic for their own
institution or for their conference or the FBS as a whole believe that sweeping change
is necessary across the FBS.

In sum, presidents would like serious change but don’t see themselves as the force
for the changes needed, nor have they identified an alternative force they believe
could be effective.

While serious problems are recognized, beyond limited actions they can take on their
own campuses, presidents are at a loss to describe solutions that will address the
broader FBS problems. The following are chief among their concerns:

+ Presidents believe they have limited power to effect change on their own
campuses regarding athletics financing and the larger problems it has created,
much less for the FBS as a whole. Indeed, nearly three-quarters interviewed in
the quantitative research believe that athletics presents unique challenges as
compared to schools, divisions, or other parts of the university when trying to
control costs.

«  While antitrust exemption and other political solutions have some appeal,
these are seen as political impossibilities by many FBS presidents.
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«  Outside sources of income for intercollegiate athletics, such as extremely
lucrative television contracts, have diminished presidents” authority over
athletics and their ability to influence reform.

«  While there is some satisfaction with the steps taken by their conferences,
there is also serious doubt that the conferences will make decisions or take
actions that are against the self-interest of the most successful conference
institutions.

A majority of presidents interviewed in the quantitative research favor studying the
following policy initiatives to explore how these might help control costs and make
FBS athletics more sustainable:

+ Reduce the number of coaches and sports-specific personnel for revenue-
producing sports (supported by rough two-thirds of presidents).

« Reduce the number of contests for non-revenue producing sports (supported
by roughly two-thirds of presidents).

« Reduce the level of financial commitment required for FBS membership
(supported by over three-quarters of presidents).

« Change BCS and NCAA revenue distribution policies (supported by nearly
two-thirds of presidents).

B. SUSTAINABILITY

Based on findings from the quantitative and qualitative research, it is clear that the
question for a majority of presidents of equity and non-equity institutions alike is not
whether or not the current model is sustainable but, given the forces at work, how
long it can be sustained.

In terms of their own institutions, two-thirds of FBS presidents expressed confidence
that, considering current trends in athletics revenues and expenses, athletics
operations are sustainable in their current form. However, this confidence was not
extended to other institutions in their conferences or to the FBS as a whole. And even
in the context of their own programs, nearly half of all respondents (48%) expressed
concern that the current outlook will affect the number of varsity sports their
institution can retain in the future.

In the qualitative research respondents voiced broad concerns regarding the
sustainability of all athletics programs in the face of what a number of presidents
described in the qualitative interviews as an “arms race” that is driving up costs for
athletics programs and creating tensions that cannot be clearly measured in other
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areas. These concerns were shared by a majority of those presidents interviewed
regardless of their athletics programs’ financial outlook.

Issues identified by presidents as key factors in the accelerating costs of competing at
the FBS level include the following:

« Increases in coaches’ salaries and privileges as well as the increasing costs of
the expanding number of sports-specific personnel.

« Commercialization, including TV contracts and other corporate interests
which have injected substantial revenue into intercollegiate athletics.

« Costs of building more and better appointed facilities.

Presidents also identified a number of challenges associated with the increasing costs
of FBS participation, chief among them,

- Difficulties in balancing the athletic budget and keeping costs under control.
This pressure is increasingly felt by non-equity presidents, two-thirds of
whom reported a concern about the proportion of institutional resources used
to fund athletics on their campus.

+ Insidious and growing cultural divide between academics and athletics in
which athletics is in an increasingly privileged position. This has created
mounting tensions and concerns about conflicts with institutional mission and
values.

- Growing imbalance between the “haves and have-nots” both within equity
conferences and between equity and non-equity institutions. Presidents of less
competitive institutions feel that their programs are being unfairly exploited.

« Concern that competitive and financial pressures created by the “arms race”
are having an increasingly negative impact on student athletes.

« Challenges for some programs to continue to be competitive or even to
maintain their Division I status.

C. IMPLICATIONS OF INCREASES IN COACHES’ SALARIES AND SPORTS-SPECIFIC
PERSONNEL

When asked about salaries across FBS institutions nationally, an overwhelming
majority of FBS presidents (85%) indicated that they felt compensation was excessive
in the context of higher education for football and basketball coaches.
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The qualitative research suggests that presidents see the issue of coaches’ salaries as a
key contributor to the “arms race” in intercollegiate athletics. Coaches” salaries are seen
as the greatest impediment to sustainability. In addition to placing strains on the
institutional finances, increases in coaches’ salaries and, to a lesser extent, increases
in the numbers of other sports-specific personnel required for the athletic enterprise
in the FBS were seen to create a public-relations challenge with regard to other
internal and external university constituencies.

Presidents are pessimistic about their ability to control these costs. A majority (56%)
feels that as the use of private monies to compensate coaches has increased, their
control over these salaries has decreased. A majority of presidents do not support
attempts to change federal legislation to allow some level of control on coaching staff
salaries. This seems to be tied to presidents” skepticism about the political possibility
of intercollegiate athletics being granted an exemption from anti-trust legislation.

D. BUDGET PRESSURES PRODUCED BY INCREASING COSTS OF OPERATING
SUCCESSFUL ATHLETIC PROGRAMS

Quantitative and qualitative results suggest that the increasing costs of operating
successful athletic programs, especially in the current economic climate, present
serious challenges to FBS presidents. For presidents of non-equity institutions, which
operate with far less athletics revenue, these challenges are especially daunting.

Most presidents reported making athletics budget cuts in the most recently
completed fiscal year, and a significant number anticipate continuing declines in
revenues through next year. A majority of presidents (62%) believe the recession has
affected athletics budgets at the same level as other units of their university. Key
factors associated with the recession’s impact on FBS campuses include the
following:

«  The recession affected both public and private funding sources.

« Most universities athletics budgets reductions equated roughly proportionally
to cuts being made in other units of the institution.

+ Presidents have largely delegated responsibility for determining details of
budget cuts to their Athletics Director.

+ Despite widespread concern over financial stresses created by the “arms race”
and exacerbated by the recession, the most common sentiment expressed by
presidents regarding current levels of spending was their desire to increase
revenue rather than opt out of the system or push for systemic change.
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E. CROSS-INSTITUTIONAL BENEFITS OF SUCCESSFUL ATHLETICS PROGRAMS

Despite the concerns expressed by presidents regarding the pressures placed on their
institution through its participation in the FBS, competing at this level is seen to carry
considerable financial as well as less tangible benefits. Although a number of
presidents are aware of scholarly research questioning the relationship between big-
time athletics and non-athletic benefits, personal experience plays a much more
powerful role in defining presidents” attitudes toward athletics than do the results of
these studies.

A significant majority of FBS presidents believe that athletics success provides
substantial benefits to their institutions. These include tangible benefits such as
increasing applications, quality of the student body, and donations to the university.
Presidents also see indirect benefits stemming from athletics success, including
enhancing school spirit and raising the profile of the institution with regard to the
general public, public officials, and other university presidents. Some of these latter
benefits are seen to provide leverage for more concrete benefits such as helping to
generate higher levels of giving and helping to attract more and better qualified
students.

Presidents do not view fundraising for athletics and academics a zero-sum game, in
which financial gains for athletics programs are made at the expense of the academic
side of the house. Despite research suggesting that athletics are taking a larger share
of donations, some 80 percent of presidents expressed the belief that athletic
fundraising does not take from the same pool of money that would otherwise go to
general university fundraising.

F. TRANSPARENCY

With regard to the financial information currently available, a majority of presidents
(95%) agree that they are confident in the accuracy of the financial information they
receive from their athletics departments, with a vast majority of these (82%) being
very confident. Presidents expressed lower levels of confidence regarding the
financial information reported by their peer institution (61 % were “somewhat”
confident this information was accurate).

Their confidence in data currently available notwithstanding, nearly 8 in 10 presidents
agree that greater transparency of athletics operating and capital costs is needed.

Many presidents, particularly those at public universities already required to comply
with state standards regarding financial data, are convinced that their programs
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currently practice transparency, although some acknowledged that not all
information is readily available. Furthermore, there is a lack of consensus regarding
what constitutes transparency and a recognition that it is possible to game the system
regarding the nature and appearance of financial data. That said, generally,
presidents agree that standards should be set regarding reporting of individual
institutional data so that measures are consistent.

Nearly 9 out of 10 FBS presidents have reviewed the NCAA financial dashboard
indicators for their institutions. The NCAA is viewed as a key player in providing
even greater transparency, particularly in a way that provides a reliable basis for
cross-institutional and conference comparisons that would be available to the media
and general public.
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IV. FINDINGS FROM QUANTITATIVE AND QUALITATIVE RESEARCH

This section provides a summary of the major findings from the quantitative and
qualitative components of the study. The presentation of findings from the
quantitative research is intended to provide a broad understanding of the attitudes
and perceptions of presidents of FBS institutions regarding the financial state of
college athletics and the implications of financial pressures associated with
participation in the FBS. These findings can be taken as representative of the attitudes
and perceptions of all FBS presidents.

The qualitative findings are based on 22 interviews with FBS presidents (of whom
roughly two-thirds lead equity institutions). The findings presented here are
intended to give voice to some of the nuances of presidents’ perceptions as well as
emotional content that may have escaped the quantitative research, either because of
format constraints or because of timing — the qualitative research was fielded after
the quantitative research and was designed to raise issues not addressed in the
quantitative research as well as to explore the quantitative questions in greater depth.
(For a more detailed summary of the results of the quantitative research as well as
the complete quantitative research report see Appendices C and D, respectively.)
With regard to this last point, it should be noted that the impact of the financial
pressures brought about by the current economic downturn on institutional budgets
were likely more pronounced when the qualitative research was conducted (June-
July 2009) than when the quantitative research was fielded (March and May 2009).

The findings are organized around several key themes that emerged from the
quantitative and qualitative research. The first section describes the dilemma of
reform — presidents” assessment of the need for reform and the entities that are best
placed to effect real change. The second section describes presidents” assessments of
the current struggle for resources within FBS institutions and their perceptions
regarding the causes and consequences of this “arms race” (as it was described by
many presidents in the qualitative research). The sections that follow address
presidents” perceptions of key issues related to participation in the FBS and the
consequences of the attendant financial pressures. These include increasing costs of
coaching-related salaries; other budget pressures produced by increasing costs of
running competitive athletics programs; the cultural divide between the athletic and
academic enterprise; the benefits presidents see accruing to their institution because
of FBS participation; and the importance of transparency at the conference and
institutional level.
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