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Ilow the commissioner's oflice nccepted this challenge was deseribed
in the testimony of Leslic O'Counnor.

Well, it was canstantly thrown back to Judge Landis and myself; "if you don't
lika the farm system, why don’t you come up with something that will eet the
necezzitics thal we are under?”’  And [ always maintaimed that that was really not
our job, Tt was theic own job.

But the pressure got so great that I Goally devoetod a consideraibde period of
time to study of the problem, and I erme up with this doeorment that you hand
me, * * * That was sent to the ball clubs by the commissioner on Junuary
25, 140, with a transmitial letter which iz short, and T will rend it if voo dan’y
mind, 4w

“To AU Major and Minor League Clubs:
"“"I'he enclosed proposat sulbimits a plan for najor and minor-lengue cooperation
in the development and advancrment of plavers, for eatablishiug as to players'
acquisition freadom of eompetitian and equality of apportunity for all clubs, and
for nssisiance to minor leagues. It s $he result of long observation and stady of
these problems and seeks to safeponrd and advanes the legitimate rights and
interests of Lho elubw, leagues, plavers, ancd the public in baseball's operation.

Y Plensa give it careful and thorough consideration and let me have your views

and suggostions as pronptly as may be possible,
Y Very truly yours,
“Kexusaw M. Laxors, Commizsioner,”
L * L * * * &

It reecived the support of quite o few minor-league elubs; but as far as the
mujor-leagie clubs, whose nceeplance of it was absolutaly essentinl, the only
thing that I have sver heard was the comment Hy twa elub owners, one of wham
denounced it as anarchistic and the other as socinlistie,

¥ - * * 3 * *

This proposal inveives nothing at all except the adaptation of praclices which
have been in effect in baseball for generations on . cooperntive basis fustead of an
individual bnsis. It does not require the severance of any ownerships of farms,
but the severnnce of such ownership weild resul: from the {act that it would take
away all incentive fur.h:win[: farms, * * % ngbody would e intlo farms for
the purpose of controlling ballplayers, becaunse this plan would absalutely prohibit
their controlling ballpluvers.

The fundamental evil in connection with the eontrol of ballplayers, as it has
seened to me in my contact with the game, is that, rightly or wrongly, the clubs
feal that they must take care not merely of their present-day needs, but they
must enst themselves in the future and safepuard their playver supply for the next
5,0r 10 years; and, consequently, they feel obliged 1o eonirol hundreds of ball-
players,

My personal view is that all that is necessary is that there be constantly avail-
able a source of plyers to which any olub may go whenever they need playors,
and this program was devised on that theory,

L Ll * Ll + L L]

I was of the opinion thot the prograin of developing ballplayers for higher
service and for the baseball urganization s a whole ecould be sccomplished with
the expenditure of very much less money, T estimated that this plan would
aave major-league clubs a million dellars o yeart  (The plan s weprisded in full,
hearings, p. GO1-GN1)

Under this plan, proposed by the commissianer’s oflice, a1l players
remained on the free and open rarket, eligible to be promoted by
any club of higher classification which could use their services, Minor-
lesgrue elubs, instead of being subsidized in hit-or-miss fashion through
farm systems, receiverd Trrmlunl-[,-(i subsidies from n central fund.
Receipts for the sale of players in excess of this subsidy went to the
selling club.  Branch Rickey termed this proposal “fantastic and
impractical.” *  Larry MacPhail testified that he thought the plan
would savoe the majors o lot of money and that its objectives were
desirable.?

i [{earns, pp. 69-641,
¥ Hleartigs, p, 1047,
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THE DEPRESSION IN WAR YEARS

The thirties were lean vears not only for the minor leagues but also
for the majors. Irom 1931 to 1940, inclusive, not a year elapsed
when at least five clubs did not lose money. The following table,
prepared from financiel data supplied by major-lengute clubg, shows

the number of clubs with profits and losscs in ench of these YeRrs:
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Many clubs sold themselves into the second division or else sought
loans fram the lengue in order to stay in operation.  Connie Muck,
owner of the Philaddlphia Athletics, was forced to sell nine of his
players to other Amertean Lengue clubs, 1932 to 1933, for £590,000.
His club dropped from first m 1931 (o last in 1935 and 1936, Wil
Harridge and Ford Frick testified to the subconunitice that both the
American and the Nations] League had to extend loans to second-
division clubs unable to meet their financial obligations.  In several
instances, notably the Boston Braves, Philadelphia Phillies, and the
St. Louis Browns, these loans were written off during corporate reor-
ganization.’

Paid attendence during this decade pluced in bold reliel the ana-
chrounistic distribution of mijor-lengue f{rnnchises smong the larger
cities. Delroit, with a club which was no more successful than the
St. Louis Cardinuls, outdrew the Cardinals, 2 to I, The Yankees
outdrew the St. Louis Browns almost 8 to 1. Kven the lowly Phillies
attracted 75 percent morve paying fans than the Browns.

The maldistribution of major-league clubs is perhaps best demon-
strated by the following table, which shows the average league stand-
itg and the total puid attendance for each of the 16 major-league
clubs, from 1931 to 1940.

A vsriga S0-yeiaTr

sanding l allenitunce Rank
1. i, Gy, s 1
® 2
3 4
3 12
1.2 3
3.4 [
1, 11
1. I
4 7
] 5
&, 9
L 4
5 13
&, 14
A, 16
¥ 15

P Oearings, pp. 113 and 052,

20043 2—052

&



76 QRCANIZED BASEBALL

Further evidence on the plight of the St. Louis Browns is provided
by comparing the attendance during this period of the 24 clubs in
the highest minor leagues (“AA™). Al clubs but Sueramento ju the
Pacific Const League; all but ‘Toronto in the International League;
and all but Louisville and Teledo in the Americnn Association at-
tracted Taore paying customers than the St. Louis American Teague
elub,  (Complete attendance tables for the major leagues and the
three Inrgest minor leagues ave reprinted in the Appendix, pp.
1617-1618.)

Past owners of hoth St. Louis clubs renlized that their franchises

“woere loeated tnon city large enough to support only one major-lengue
club.  And both attempted to move,

In 1932, the St Louis Cardinels considered transferring their {ran-
chise to Montreal, Canada, but the plans were dropped because of
the costs involved ¥ Later in the depression, Sam J_greadon, owner
of the Cardinals, attempted to transfer his franchise to Detroit.
Although Detroit was already representad in the American League,
it, lied v mietropolitan population 1 million lavger than St. Louis and
was  better equipped to support two elubs than the Mississippi
metropolis.  However, by Major Teague Rule 1 {0}, such a move had
to meet the unanimous approval of alt major-leacue elubs. The
proposed shift wbhorted when Frank Navin, president of the Detroit
Awericen League Club, informed Breadon he would veto the entry
of 1 Nntional League rival?

The Browns made the next effort to correct the delieate “St. Louis
sttuation.”  In 194}, Donald Barnes, president of the Browns,
started plans to move the franchise to Los Angeles. By the baseball
code then in effect, Barnes needed to seeure unanimmous approval of
the American League and majority consent from the l\’ut.ionu.'l {engue,
Furthermore, he had to compensate the Los Angeles club for the loss
of its territory and pay the Pacific Coast League u nominal $2,500,
Philip K. Wrigley, who owned both the Chicago Cubs and the T.os
Angeles clubs, agreed to sell his Los Angeles franchise for $1 miilion.
Civie leaders in Los Angeles guaranteed to underwrite the difference
in attendance if it fell below 500,000, which was four times what the
Browns had been drawing in St. Lows,  The Cardinals agreed to puy
$200,000 to help finnnce the move and to assume the Browns' lease
on Sportsman’s Park which had 3 years to run at 835,000 a year,
Conferences with airlines oflicials and the Amertcan League schedule
maker assured Barnes that the plan wias feasible.  All that remained
to he done was Lo secure the necessary vote of approval from the major-
lengue elubs, which Barnes intended to do at the Chicago meetings,
December 8, 1941, Pearl Harbor eume first, and the enfive project
was dropped.

The Pacific Coast League sought to foreclose any revival of Barnes’
plan by adding a new restriction to the mujor-minor leegue ngree-
ment. By this amendoment, Major-Minor League Rule 1 (1) now
forecloses major-league invasion of minordeaguc territory without
paying damages to hoth the club and the minor league affected,

¥ Hearlnga, p. 1035,
Hearivga, p. 1000,
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POSTWAR PROBUERITY AND MORE BASHBALL WARS

The popularity of professional baschall went into temporary eclipso
with World War I[, but sommencing with VJ-day 1945, organized
baseball witnessed & new boom which dwarfed any previens period
in the game's history. Major-league attendance rese to 20 nullion
a vear, twice the prewar rate, and the number of miner leagues in
operation reached n new peak of 60 Major league profits averaged
4 millon dollgrs annually, 1946-49.
= Tho postwar period also brought the first challenge since the Federnl
Lesgue of 1914 15 to organized basebull's monopsony position in the
murket for baseball players.  In 1946, Don Jorge Pasquel, millionaire
president of the Mexican League, an associztion not affilinted with
organized basebull, sought to employ players fromn the major leagues
and touched ofl what is known as "“the Mexiean League war,”  Sena-
tor A. BB. Chandler, who had heen named commissiouer in 1945 fol-
lowing the death of Judge Landis, sought to hinlt the exodus of players
from the majors hy announcing that any player who jumped his
conlract or his reserve clavse would be blacklisted for 5 years, De-
spite this threat, 18 players left major-league clubs for the Mexican
League,

Ford C. Frick, present commissioner of baseball, recited the fucts
of the Mexican League wor sod summarized the sanctions taken
against players who jumped to this “outlaw’ league:

The Crarrsan. Do you recall Commizsioner Chandler’s snspension of approxi-
mately 18 players who broke their condracts or jumped their reserve clauses and
signed with the Mexiean Lesgoe in 10467

Mr, Fricx. I de,

L L * * * - "

As I understand the thing, these men were approached during the winter snd
were oflered contruets to piny in the Mexican Leagne,  Some of these confraets
were accepled,  In the instance of some players, 1 know Lanier and Martin and
Klein, at least, hnd alreandy signed contracts for the 1946 season, It was net the
so-called reserve, they had netually signed 1346 contraets, and they jumped to
Muexicn,  OFf course, this immediately became n matter [or consideration by the
commizsioner, and the sommisstoner, after some consideration, and I suppose on
the ba=is of rule 15 ag it existed ab that time, rided a B-year suspension of those
players,

My, GorgstEIN. Some of the playvers woere not under contract at that thne?

AMr, Frick, Some of them were not, 1 am sure CGardella was not, except on
resepve contvact,  As ta the others [ am not sure, but I am sure Gardella was
not, he had not actuadly signed his eangract, I am not sure about Maglic,

The Croatusan. Was thare any precedent for the commissioner declaring these
men ineligible for 5 yenrs?

AMr, Frics, That' 1 cannct answer,  There have been precedents, of coumsy,
of barred ballplayers. As we all know, there were certain players barred by
Judge Landis for other misconduct, ‘There were many cases of so-called contract
jumpiniz at the time of the Federal League war,  That was before my entrance
into baseball, 1 have never read the documents on it, and whether or not players
at that time were declared ineligible 1 do not know, I am sure none of them
were given i 5-venr suspension. [ am quile sure of that.

% : * " * * * *

[ think thig should be pud on the record in connection with the things we are
telking aboit alsa: that before the G-year suspension was made, before these men
were set down, they were given a chance to come back, and one of them did, you
may reesdl. All of them hiad notification of the situation, what was involved, -
and were invited to come back without penalty,

. Hiwnidgs, Who gave them that invitstion?
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AMr. Fmies, The commissioner pefore he announced the 5S-year suspenslon,
pave them that right, and ene player, Mr, Vern Stephens, at the time with the
St. Louis Browns, pow with the Boston Red Sox, did return snd was reinstated
and continned to play.

- * * * * ® ®

The Cualnyan. On what authority did the commissioner declare confract
jumpers incligible?  Was that rule 137

Mr, Fuiek, I would guess on rule 15,

The CHamrMan, Now rule 153 was amended, was it not?

Mr, Frick. That is true,

The Crnarryman, When?

Mr. Frick, After the inetigibility,

The CHataman. And a second clause—-

Mr, Frick. The exact date—ruls 15 wos amended to'back up what the com-
wissioner had done— the 5-year HII:":IH'.IINiO]).

The Caarymax, Then we have thia situation; tho commigsioner inflicted s
penalty of 5 years.

Mr, Fuicr. Yes.

The Coairman, And there was no rule which indicated the penslty of 5 years,

Mr. Frick, Not epelled out a3 a penalty, that is true,

The Cwamman, And then after the pennlty was inflicted the rulo was changed
to provide for & penalty of incligibility for 5 years; {a that correet?

Mr, Govpsreis, Mr. Chairman, may I introdues into the record the photo-
static copy of minutes of tho joint major league mesting of Sugust 28, 19467
1 belicve, Mr, Frick, that you were present ot that mecting?®

At this meoting, James Gallagher, general manager of the Chicago
Cubs, introduced an amendment to the major-league rules which
would support the action taken by Mr. Chandler. The relevant
portions of the minutes of this meeting read as follows;

Mr. GaLvacnenr, * ¥ ¥

I amn not proud of authorship or anvthing. I just thought we cught to take
some action to let the plavers know, I thirk this is far more valuable than any
suits or anything else, .

The sight of I:\!icku_v Owen sitting on his farm or starting the races ot the
Springficld Fair will do a lot mere to discourage Stan Musinl from going to Mexico
next winter than any suits we may file on the reserve elause. ’

Mr. O'Coxsor, ['second Mr, Gallagher's niotion,

Commissioner CaaxpLer. Jim, Bow about referring it to the rules committee,
beenuse you have got & provision-——

Mr. Garvagurar. I move that the rules committce be tnstructed to amend
rule 15 to provide a 5-year penalty or H-vear ineligibility for a player wno vio-
lates his contract or reservation, and that he shall not be cligible to apply for
reinstatement. until the end of 5 vears, and then only if he has heen away from
the outlaws for at least one full year, :

Commissioner CRANDLER. All these in favor say “Aye.”

(There was a chorus of ayes.)

Commissioper Crnanprer. Opposed, *No,"

(There were no votes to the contrary. )l

Former Cominissioner Chandler justified his ections by the fact
that he felt bound to stop players from leaving clubs, which under
“baseball law’ il not State or Federal law hed title to their services.

Mr. KraTina, When was it that Gardella jumped?

Mr. Crraxprer. In 1946, T puess,  Yes: the spring of 1946, And he jumped
the reserve cluuse, He had not signed a contract, He jumped the reserve,
And Mr, Lunier, of the Cardinals, nod Mr, Martin, aod others had already signed
their contracts, and they jumped. So the cominissiouer was fmeed with the
proposition of diseiplining voung men who had viclated the provisions of their
contract,

The Cuatgman. And they violated the condition of the contract in some
instanees, but violated the veserve clause in others?

Mr. Coaxpren. In the Gardelln casa it was the reserve clause, DBut it was
elegrly up to me vither to discipline thern or not to do anything about it, in which
1# Hegrings, ?p. 260,
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event, T think-—this is a guess—that 23 or 30 fellows would have jumped their
contracis,

S0 I thought T was bound to do something to try to stop it. I talked with
them, as I always did, I sdvised with many ballplayers just as I advise with
my own sons, you understand, and 1 feel proud that they have come to me with
their troubles. Somctimes these club owners make statements in the paper that
undo all the things you are doing. Of course, you cannot tedl them all what you
are doing. I had one ballplayer on the way back to his club, and his club owner
said he had no place on his club for him that vear, So he turned avound. I
talked to hiz mother, and I talked to himn, snd he was headed for Mexico.

S0 1 sent for him to come back, and told him that I was going to (alk to him,
Then when the man =3id there was no place for him he went back the other way
sud went to Mexico,

MNow, if T had =aid “T will just suspend vou 1 yesr for jumping,” he would
have said “Well, I can take a chance on it fur & yvear and go down and get what
money there is for a year and then comoe back."’

S0 I had to make an arbitrary rule and [ nade it with caveful consideration
of the belicf that I should say & yoars, ¥

The only legal action taken against the Mexican Licngue by organ-
ized baseball was inconclusive. The New York Yenkees obtained
& temporary injunetion to restrain Pasquel Mrow induecing Yankeo
players to repudiate their eoulracls (Americon Lovgue Baschall Club
of New York v. Jorge Pasquel, 187 N, Y, Misc. 230 (May 20, 1946)),
but failed on o subsequent motion to strike the Mexican Lesgue’s
defense that the plavers’ contracts and rules of orgunized buseball
werg—
monopolistic, inequitable, unconscienable and apainst the publie policy of the

State of New York and the United States of America 188 N. Y. Misc, 102, Novem-
ber 25, 1946),

The case became moot wheh Pasquel, tiring of paying high salaries to
players reluctant to jump, stopped his raids on organized bascball.

TFew of the Mexican League jumipers found conditions south of the
border to their liking. Mickey Owen, who jumped Drooklyn reserva-
tion to become a player-manager in Pasquel’s cireuit, quit the Mexican
League after being fired as manager ond returned to this country in
midseason. (Pasquel subsequently sought damages for Owen's alleged
breach of contract. Paxquel v. Owen (87 Ked. Supp. 278, U. S. D, C.
Mo., November 18, 1949).)

Disillusioned by the DMexican FLeagne, the blacklisted players
applied to Chanfhnr for reinstatement. e refused.  When they
sought to organize independent barnstorming clubs to play exhibition
gumes, they found all parks controlled by organized bascball closed
to them. Professional players Liesitated to play with or against the
Mexican jumpers for fear of the ineligibility rules being extended to
them also. George Trautman, president of the national associntion,
reluctantly admitted these facts to the subcommittee, as is shown in
the following questioning by counsel:

Mr. GorpsTrin, Naw, seotions 20,09 and 30,10 of the pational agrecment state
that “No club shall parmit games Li be playved i parks owned or controlled by it

in which a club or clubs eaptaining or playing any disqualified player shall par-
ticipate.'”

It furtner savs that vielations shall subject each ofender to fine, suspension, or
other penalty in the diseretion of the president of the national pasocjation,

Ilave you any idea how long thnt rule has been on the booka?

Mr. TracemaN. Asleng as [ can remember; as long as I have been in barschall,
[ think.

1 Hearings, p. 237,
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Mr. GoLpsreiy, Now, was this rude inveked to prevent the .\_Iq.\'icml Le.-,%
juempers from playing exhibition games after their roturn 1o the United States
o * % " . * *

Mr. Travesax. [ de not recall if we did.  But [ thdnk, in reply to the question
of & club or two, we checked the list to find out whether any of these players op-
poscid a player on the ineligible lizt, and I think in a couple of instances, as I roenll
i, we c:‘\lm‘l their atiention te that rule.

Mr, Oopsrein. | see.  Now, specifically there was read bere the other day
from page 44 of Max Lapier’s affidavit, in the seeond cireuit conrt of appesls, nis
statement regarding the refusal of the Des Moines elub to allow tne use of its ball
park after its contract had been signed.  And I wondered if that in any way ye-
lated fo any action by your oflfice ar the office of the national asseciation purauaot
to rules 30,09 and 30.107 .

Mr Tuaursmax. Not from our oflice, T do not helieve. T am not certain about
that.

Mr. Goupsrein. Do von happen to know whether Mickey Owen was one of the
ineligible Mexioan Yeague jumpers?

Mr. Tuavemax. Yes; I think he was,

® - * & F = &

Mr. GonpstriN, Do you happen to know whether Mickey Owen orpanized a
sermnipro teain in 19477

Mr. Travesan, T think he did, ) .

Mr. Gorpsrein, And were #1] the minor league parks closed to this team?

Mr. Toavrsan. I think they were. At least, eluba were put on notice that the
playing in their parks of ineligible players wonld subject them to the penaltics s
provided for in the particwar regulstion that you have just road. o y

AMr. Goupsteix. Now, I would like to submit for the record, Mr. Chaivman, if
I roax, some correspondence which had been made available to us.

- * w * * * &

Thers is & series of correspondence, n letter dated July 10, 1947, from pou o
Commissioner Chandler, to wlhich you, Mr. Trautman, attnched 4 copy of this
in(‘;lliry and 2=k for his comments. X ) )

Then Compissioner Chandler's reply of July 14, 1047, to you in which he sovs:

A iekey Owen iz on the incligible 151, and i evidence is produced to show that
sligible players are playing with or agaipst him in any coutest in organized base-
ball, tnese plavers will Becotne ineligible vnder the rdles. T wonld hiave nothing
to do with Mr. Owen's activities ontsde of arganized hasebnll," .

Now, after receiving Mr. Chandler’s lotter, swhat action i any did von 1;\'.:_4'- with
regard to the appearnnce of Mickey Owen's team?  Our record dees not disclose
any further correspondence frorm you on that matter,

?\h’. ‘Travrwan, I do oot recalll®

'The only places where the Mexiean League jumpers could find emi-
plovment were with remote semipro leagues (Mickey Owen roaanged
the Winner, S. Dak.. semipro club in 1948, according to the testimony
of Ross (. Horning, hearings, p. 363) or with foreign lengnes, At
first, the most. popular haven was the Cubun Professional Baseball
Lenguc.  Among the players who signed with this league for the
winter senson, 1946 47, were Mux Lanier, Lou Klein, and Fred Martin,
inelizibles from the St Lonis Cardinals, and Nap Reyes, an ineligible
from the New York Giants. Anxious to hire other hwminaries from
organized baseball, Dr. Sanguilly, one of the backers, attended the
joint major league meeting in October 1046, and sought permisston to
sign professionnl players for the winter season. s plea was denied,
and when it was discovered that his league was employing ineligible
players, it was deelared “outiaw.”’ ** Players from organized basebali
who signed with the Cuban League were themselves declured ineligible
for playing with other inecligibles.  Commissioner Chandler told the
suhcommittee that the 5-year ban was also imposed upon Coach Mike
Gonzales, of the St, Louis Cardinals, who went to Cuba, his homelund,

N Dearlogs, pp. 200-221,

W Unless ot perwize fndiesbed, Gacts on the Crtan Leagns ans based on the testlmony of George Trautm i,
hesrlegs, pp. 187-175, and Clark Grifith, beariogs, $p. 3755,
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toTmanage one of the four outlew clubs,
thet we objected to.” ¥

In competition to the outlaw Cuban Professional League, the
Cuban Baseball Federation was formed, with approval from organized
baseball to employ eligible plivers from the UUnited Stutes,  This
venture cost its sponsors $100,000 and failed before the winter senson
ended,

When Dr. Banguilly of the Cuban Professional League again applied
for recognition in 1947, orgnnized busebull was more receptive, [Fear-
ing that the Cuban League might turn to an allisnce with the Mexican
League, the major leagues voted to permit the Cuban League to use a
limited number of their players who had less than 45 days’ major
league experience. The Cuban Lengue could use pative Cnbans under
reserve by clubs in organized baseball without restriction. In return,
the Cubun League promised not to ciaploy the Mexican League
jumpers in the ensuing senson. ' The national association entered an
agrecrnent, July 7, 1047, in Chieago, recognizing the Cuban Profes-
sional Baseball Leapue ss an “uneclagsified afliliate.”?  Under this
agreement, the national association gave the Cuban League permis-
sion to cmploy 32 players with 4 years or less professional experience,
provided that the clubs reserving such pliyers gave their consent.

The National association entered simdur agreements with the
Pannma Professionnl Baseball Lengne, Decomber 1, 1947, the Vene-
ruela Professional Buseball League, August 1, 1945; and the Puerto
Rico Profession:l Baseball League, April 5, 1048

George Trautman, president of the national associstion, deseribed
the present relations between organized basehull and these “unclassi-
fied awliliates” in the following eolloquy with subcommitice counsel:

Mr., Govpsreiy, * * * Now,is it your understanding that 1his working
wrranpement betwenn organized baseball and the Caribbean leagues has worked
out satisfactarily for both parties?

Mr, Travrsax, With some onfortnnate incidents, that is senecnlty true, and
we have been commended for a good-neighbor poliey in that direetion,

Mr, Gotparsi. Are these leagues still restramed from using incligible players?

Mr, TaavTtyax, Yes,

Mr. Gouostein, Now, these four agrecmenls mention nething about muatual
recognition of plaver contracts or the nights to reserve players,  Is thers any such
understanding with thesse leagues? :

Mr, Travursman, They have s regulation amooy themselves that players that
they hiave 1his year they reserve for the following vear, if the player is invited to
return,

Mr, Gotosrein. I orpanized baseball free Lo sign their plavers to play state-side
in the surmmertime? s

Mr. Travruax, Oh, ves,

Mr, Govtvarein, Doed that mean that ergenized bazeball ean sign any of the
playera of thess lengues, but they can sige players of orgnnized baseball only with
the appraval of organized baseball?

Mr, Travraan, Thatis right. OF conrse, Phey limit the nuinber from orpanized
basebal thal can play on each elub down there,

Mr. Gorperrmn, Bat any that they do sign would have to be with the approval
of organized baschall? ’

Mr, Twaursan, Except native nationals.

Mr, Govrnerery, On the other hand, you do not have te have their approval in
order to sign their players?

Mr. TravTMAR. No¥

“He was running the thing

M Rearings, p. 238, i

1 Caban resenfimen? agaimil he exclesfon of feeliglble plagers partioniar)y native Cubans, from the
Winter Lewngon b {ndicated by sn editorial from Bohem s, reprinted, bearliogs, p, 230,

i Eahihiy, 13-4, hearings, p. 23,

1 Exhihits §2-8, 59-0, and 2-0, bearings, pp. 204-238,

W Learines. Tim Xie-Ten
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With one more avenue of emploviment cut off, several of the ineligible
Mextean League jumpers turned to the Quebee Provineinl League,
described by Mr. Trautman as “a haven for fugitives from baseball,”
This leagne, too, finally came o terms with organized baseball und in
1949 was accepled as n elass C minor leagne®

Don Jorge Pusquel terminated his player raids on organized base-
ball after the 1946 senson. e retired from the dircetion of the
Mexiean League it favor of Dr, Iiduarde Pitman, who undertook a
reorganization to put the league on n self-paying basis. Instead of
tuking players froin organized baseball, the Mexican League discov-
ered its own players were being indueed o jump to American clubs
by scouls of clubs in organized hasehall, 'l'f\is situation led to a so-
called nonaggression pact between Pitman and Coramissioner Chandler
in March 1949, Chandler deseribed this agreement as an orel under-
standing:

Mr. Gowpsremww, Now, would yon miud telling us something of the sircum-
stances or the arrangements which led to the end of the Mexican war in terms
of arrangements with Dr, Pitman?

Mr, Coaxprer. I had a meeting with Dr, Pitman  * * = Innn attempt to
meke peace betwesn the countries, he did come to Cincinonti, and wo had a
canversation; we just talked togethor,  And while we got no sontract or ArTATIEE-
ment—I did nat think we cauld make ane—we did agree to respect each other's
contracts, It is ns simple as that. I think we aught to, anyway, If you found
out Lhet o fellow was under contruct to somebody alse, vou just did net raid him.
And so we agreed.  And that understanding, ns far a3 I know, has been kept,?

Following this conference, Chandler sent the following telegram to
George Trautman, president of the National Association:

Any players under contract to Mexican Baseball League of which Dr. Pitinan
is president oy not be gigned.  Any player reserved by Mexican Lenpue follow-
ing; 1948 season may not be signed.  If Mexican League bas no reserve clause our
clubs are atliberty to sign players not under contract to Mexzican League clubs.d

On receipt of this telegram, Trautman notified every minor league
elub of this understending,

The effect of this agreement on players' freedom to transfer belween
arganized baseball and the Mexican Leagoe was deseribed to the sub-
cotmittes by Mr, Trautman.

Mr, ‘Travrsan. ¥ * * That sart of arcnnpgement, if vou want to call it
that, or understanding, prevails today by merely this,  [f we get a letter from the
Mexiean Lengne, and I think they have brought some order out of chatas, that
ope of our elubs has enused a Mexican piayer to hresch his contraet, we immedi-
ately investipnte, and if (hat s found 1o be true, our club is notified that that
player must rovert; he has no approvable contragt, * *  * [ would say that
we recognize the sanctity of their contracts and they recognize the sanctity of ours,

¥ " & L - » L]

Mr, Gornszein. Mr. Trautinan, do veu happen fo kuow whether under thia
declaration arrangement, the rules g5 to draft and waiver apply to the Mexican
Lenguel  In ather words, the draft aud waiver rules of the National Ascociation?

Mr. Twavruan, Oh, na,

Mr, Gownpsrin, o that the only way a player in the Mexican Lieague could
enter organized basebnll would be if his contract were purchased by a elub in
vrganized bazeball?

Mr. Travtman, No.  There is no machinery for that, The enly waw a playver
under a Muoxienn contract would come into the National Aswaeiation wonld T as a
frec agent, Moexico would need to releaze him and our elabs aipn bim e o free npent.
i But [ da not helieve the declaration of froe ageney would come from
Mexieo without some compensation.

M Hearlngs, 7. 440,
N Hoarngs, p. 303,
" Hearlnga, 31, 223,
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Mr, Govosyrin. Does that mean that if a pliver was now
Leagus and his club did not wish to sell hiuy, there
renching the major lengues?

Mr. Travruaxn, That is right & = %

Mr. Gonnsrers. Mr, Trautmasn, in Article 11 of the N
Agvement, it states the objectives of the wminor leagues *
nby cetives reads as follows: )

“To promcte and protect e interests of minor league basehball players and
ampires and to seeure ta them advancemesd in their profession comnionsurate
with their skill and expertnoss

Now, do you believe that that exohange of declurntion: * = % by the
Mexiean Leaguc ond organized basehall affords the plavers of tho Mexiean
Leagus a chunee for advancement in their profession into the inajor leagues?

Mr, Travrsan. That machinery is not very well oijed,® )

with the Mexienn
would be no chaneo of his ever

ational  Associntion
% One of these

After leaving the Mexican League, some of the plavers blucklisted
by Commissioner Chandler pleaded to have the S-yvenr boveotl Jifted,
Others instituted court actions for treble damges and reinstatement
under the Sherman and Clayton Acts, Chandler informed Mickay
Owen, one of the players seeking reinstutement, that he would not
consider such aetion unless all antitrust suits against organized hasc-
ball were dropped.  The litigation-minded players were unwilling to
accept this proposal,

The first_antitrust aetion against organized baseball was brought,
by Danny Gurdella, blacklisted player of the New York Giants, The
second was by Lanier, Martin, and Klein, former plavers of theSi. Louis
Cardinals. Judge Goddurd of the district court in New York City
dismissed the Gurdella suit for want of jurisdiction over the subject
matter:

Notwithstanding that there zemns to me 1o be a elear trend toward a broader
conception of what consiitutes intorstate commerce than formerly in view of
the expanding and changing conditions sinee the decision in the Federnl DBage
Ball Club case, I feal that a5 the eirenit eourt of appesls of this cirewit regards
Federa! Bese Ball Club v. National League as authority, this eourt mast do so
(Gardelin v, Chandler, 79 Fod. Supp. 260, 263 (. C. 8. I N. Y., July 13, 1948).

On appeal, this decision was reversed and the ease remanded on
the grounds that the issue of whether haseball was in interstate
comnerce was sufliciently in donbt {o warrant a trial (Gardella v.
Chandler, 172 Ved. 2d 4027 (C. . A, 2, Feb. 9, 1949),

Organized baseball failed to have the Murtin suit dismissed for
failuce to serve Commissioner Chandler (Martrn ot al. v, Chandler et od.,
85 Ied. Supp. 131 (D. (0, 8. . N, Y, Julv 8, 1949, Motions
for injunctions pendente lite by plaintiffis in both snits to restore them
te eligibility were denicd on the ground that plaintii’s rights to rein-
statement depended on disputed questions of ll;uv and faet, (Marten v.
National League Bascball Club, 174 Fed. 2d 917 (C. C. A, 2, June 2,
1949} and Gardella v, Chandivr, 174 Fed, 24 910 (C. C. AL 2, June
2, 1949)).

Three days after the eirenit court of appeuls rofused to order the
reinstalement of Gardella, Martin, Lanier, and Klein, Commissioner
Chandler offered to reinstate all of the Mexican ineligibles. Chandler
deseribed his actions to the subcommittes in the following tertns:

Mr. Cpaxprer, * * *+ QGardoda seeid us ond then Martin and Lanier

sued us, and I wes under some pressure fromm dhe club owners and the lawyers

;10 put the fellows back. But I'would not da it unti) the eonrt said [ did not
wye 1o,

1 Hearlngs, np. 225 227,
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They had rsked for a mandatory injunction which would have required the
commissioner to reinstate them, After they went down there and the thing
wag not us good as they dhought it was, they were sadder and wiser, you under-
stand, nnd they came back and wanted to play.

The judge seid, if you recall it, in his opipion in the Muartin and Lanier case,
that be would not require the comrnisioner to put thess young men back into
fosit-ions that they had voluntarily vacated. Then, Congressman, when he said

did not have to put them back, I put them hack, jusi as soon as I gob to the
place where [ thought [ would not liquidsate the commissioner’s offier, because
if the court said I had to put those icﬂowﬁ back, the power of suspenaion of the
commissioner would hinve been gone; at least, I thonght so, and [ thought that
would have been o retreat,

I thought what I did at Arst was not only necessary but I had to do it under
the circumstances.

So when the court zaid he would not require me to put them back then T put
them back. They said they were sorcy they went, and I was sorry they wenl.
And it ig no fun punishing kids like that, a lob of good kids, Tt was not all their
fuult., Some of them wanted more money and Lhey counld not get it.  Some of
them thought they conld get more money down there.

* 4: ' « * ® ®

The CratrMax, Was there any rule on whiclh you could ground your decision
{or reinstatement?

Mr. Cuanprer. No, sir.  As far as [ know, it had not come up hefore, Mr,
Chairman. Later the club owners passed a rule approving it, you understand.
As you know, they passed a rule which just exactly undertook (o put into the
rules what 1 had done.

Mr. Wirson, [ take it that after you felt that the court had upheld your power
of suspension, you could nfford to be magnanimous,

Mr, Coanorer, Congressman, I thought that I could not only afford to be, but
1 thought I was bound to temper justice with mercy * * *3  (The complete
text of Chandler's reinstatement offer is reprinted in the hearings, p. 343.)

The Gardella and Martin suits never reached trial, Players in

both actions agreed to withdraw their complaints for an out-of-court
settlement.

PRONBLEMS ARISING FROM TERRITORIAL RIGHTS

Organized baseball since World War II has not been without prob-
lems arising from the anachronistic distribution of clubs among the
larger cities of the continent. Membership in the two major leagues
has remained the same as in 1903, Los Angeles, which in 1900 was
one-fourth the size of St. Louis, had more than twice the metropolitan
population of the Mississippi city after the war and was the third
largest eity in the country. Still, St, Louis had two major leagues
and Los Angeles had nope. Baltimeore, Montreal, and San Franeisco,
with populetions greater than either Washington or Cineinuati, were
unrepresented in the major leagucs,

Average league standings and total paid attendance for the 16 major
league clubs from 1941 to 1930 illustrates in part the unequal compe-
tition, both on the {ield and in the player market, caused in large part
by the varying metropolitan population in the 10 major league cities:

 Hoearings, pp. 353000,
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Cms Leagus stamcing | attendance Rank
Amrrlcsn..... 1. 18, 35, 309 1
| Batpomal oo .. [N ] B, 7, 37T 9
o 25 13, $03, 5§59 3
Amrrican 3.2 12,71, R 2
£ da. .. i 3.8 101, 1, 68 5
........................ rF ECSERT ] FRTR . T AR 4. 0fl 17, ARE a7E 4
Bnrlon,  coreinn one. chmeanas| Malbmmal ... 4.EQ 7, 131, 529 11
Olmclpnedd. . ... e v ceeeae I e 540 B HE4, WL 15
:‘-: ew York. ..., 510 10, 0T, O G
Pietabnargh. . 516 &, A, (e b
Chlcagn. . & 4 7, B, e 7
1. Learls, 5 46 3, 338 4n 16
\:l'.wll1tfﬁh & b B VL5 418 12
Chileago.. .. . : i 590 7, b9, 300 10
Fhlladsiphia, . . .| Maltooal, , .. &.15 £, 539, 0 1%
T (TR Amerian, ... 575 L D | 14

Because of the general prosperity of this decade, only one club faced
perennial financial difficulty.  ‘That elub was the St Louis Browns,
From November 17, 1947, to July 1, 1951, the club engaged In 14
player sale transuctions in excess of $25,000, selling 20 of its hetter
players for $1,290,000 in cash and the contracts of 28 lesser-known
players.  During this period, it made no purchases of pluyer contracts
In excess of $25,000. Financial statements of the American Lengue
?lduiine that the league loaned an additional $300,000 to the DeWitt
f;gt{)eg? to help keep the Browns in St. Louis. (See uppendix, p.

While the American league clubs Lave been subsidizing the Browns
through loans from the league treasury or the purchuse of player
contracts, promoters in Baltimore, Milwaukee, and Los Angeles have
indicated their desire to locate mujor league frunchises in those cities.
Mr. Leonard J. Roach, representing civie interests in Los Anmeles
went before the major league meeting, Julvy 7, 1947, with a l'e?luesl,b
that the major leagues consider placing a franchise in that city, At
this same meeting, the Pacifie Coast League, the most flourishine of
the three AAA minor leagues, petitioned for recognition as a third
major league, , Tho Roach bid was tabled.  In response to the Pacific
Cog‘str League's request, the major league executive council consisting
of Commissioner Chandler, the two major league presidents, and two
majorleague club owners, went to the west coast to stud y the situntion,
Unable to agree ps to & course of nction, the committee never submitted
g report. Yord Irick and Mr, McKinney, then president of the Pitts-
burgh club, prepared their own report for the National League. In
this report, they declared that the Pacific Const Le

o - ] arue was then
qualified to he a third mailor feague but that the major leagues should
consider admitting clubs

rom the west. coast in pairs if proper appli
; ‘ ‘ ) } west coast in T appli-
cation ever be made  The National League in 1947 twice adopted
motions to this effect, hut the American League refused to concur,

't Hearings, p, §2.

¥ Heariugs, p. 722,
1t Exhibit 4, hearings, pp. £8-91.
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VI. Kconosic AvaLysis or ORGANIZED BasEnaLL

A. THE PRODUCT

Baseball clubs have severnl sources of revenue. But their prod-
uct upan which practically slt of their revenue diveclly or indivectly
depends is & game. The product is 2 game between (wo clubs,
Jpreferably evenly matched, with the outeorue of that game in doubt,

Kach championghip game ts part of » lavger drama, the pennant
race.  Najor lengue elubs play 154 chawpionship games each scason
plus from 20 to 40 exhibition games before and efter the ehampion-
ahip season,

The principal source of revenue for professional bhaseball clubs
has always been admission receipta.  The 16 mujor league chubs in
1050 took in over $24 million from this source, nccounting for three
fourths of theie revenue. These figures do not inelude that share
of mtte receipts from the all-star games, the world series, and regular
championship games which go direetly to one of the major league
offices or the commissioner’s office or excise taxes collected on behalf
of the Federal Government.  Gate receipts from the 1950 werld serics
and pll-star games were about $1.1 millien.

Reported minor league paid attendance in 1950 was 34.7 million,
or ahout $29 million in gate receipts.  Gross peid admissions {exelud-
ing excise taxes) in 1950 for el organized baseball were about $55
million.

The second major souree of revenue in orgauized basceball is con-
cessions--the “peanut privileges.”  Gross seles in major league parks
in 1950 of concession items were about 88 million.  Beeause sevaral
clubs lease their concession privileges to separate firms, income from
this source is reported ut a net figure in the tables prepared by the
subecommittee.®

The third-ranking and most rapidiv incressing source of revenue
i3 from the sale of radio and television rights,  ‘This hrought almost.
$3.5 million in revenue to the 16 major league clubs in 1950, over 34
million in 1951, Receipts in the minor leagues from this source
are negligible,

Other sources of income brought the major league clubs over 82
million.  These include park rental, sale of score cards, skoteh books,
pictures, and mementos, and the sale of edvertising in the Lull park
or the clubs' publications.

Estimated gross income of all professional baseball clubs 1w 19530
was about $82 million. This figure does not include iuterclub trans-
fors guch na the sale of plaver contracts, which eannot realistically he
regarded as income for organized baseball as a whale,

The three major sources of revenue of professional baseball clubs—
rato recoipts, concessions, radio and television— -are all keyed to the
maintenance of competition on the ball field, Concession sales and
gate receipts obviously depend upon the size of attendance, which
in turn depends largelv upon the keenness of the competition be-
tween the tweo clubs,  Radio and televiston receipts nlso depend in
lurge part upen public interest in the ball ganies und the equality of
competition in those ball games,

As o result, baschall clubs are both partners and competitors,
Partners because cooperation is essentinl for the exhibition of base-

W Heardinire nn 007 ancacdly e YA 1040
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ball games; and competitors, becnuse the success of those games
depends upon the enrnest desive by both home and’ visiting club to
gel the better of s opponent,  They are also competitarz for the
most vital factor in the production of baseball games—baseliall
players,

This feature, in the eyes of most withesses, distinguistied organized
basebell and other professional team sports from other industries,

Teatified Ford C. Frick, present eommissioner of haseball:

Professional baseball entertains the public by the playing of & prearranged
regular schedules of league games between indepondently owned cluhs, The
public interest and patronage, upon which plavers and owners depend for their
livelihood, demands fiest & good contest an the field and good competition nmong
the clubs in s league, and, secondly, the nnguescionable integrity and honesty
of the game and s pacticipants.  Without such competition and integrity, public

patronnge will be lost and professionai Luscbali, as a means of livelihood for thou-
sands, will ceaso Lo exist,

Pnsabadl clubs, as T have said, are Loth competitor on the feld and partners
in business.  Ordinary industry does not face the probiem of this dual relatjionship.
In baseball competition is the end in itself.  What the publie puys for and demands
is & competitive contest,  To exeite interest tha contest must be reasonably equal
and. uncertain as to resnit.  This feature alone distingulibes baseball from
ardinary inidustry,

* * " " L3 x [

Fach elub must be out to win, At 4he same time, some equelity to competition
must be presorved,  The elibs have attempted to achieve this--and by and
large they have achioved it—by the basceball rules and regulntions of which the
reaerve rale is one, @

IFor the erention of exciting baseball eontests, buseball entrepresieurs
have had two slternatives.  They could create competing clubs under
comman ownership or under geparate ownership.  If under common
ownership, the corporate munagement could shift its player employees
from club to club in order to mamntain balanced competition on the
ball field. If under separate ownership, baseball promoters are
geparated by the corporate entity frown shifting playing personnel from
club to club in the interests of keeping clubs of cqual strength.

Both methods of organization have their obvious draw-hacks, Tf
competing clubs are placed under single management, baseball clubs
may be evenly matched, but the integrity of the games will be seri-
ously questioned by the public. On the other hand, if competing
clubs are separately owned, differences in finnneinl resources and
managerial scnmen may lead to an unbalanced distribution of player
strength among competing clubs.  {lowever honest such contests
may he, they may be so lopsided that public nterest will lag.

To meot these two draw-backs, the cconomic organization of
organized baseball has evolved compromises between the two alterna-
tives,  In order to preserve the mtegrity of the game, compeling
clubs ave independently owned.  But in an effort to obtain a measure
of equality of competition on the field these clubs nre parties to a
sories of agreements which regulate their competition in the market
place.

In the 80 years sines the first professional baseball league began,
the industry has pursued an uneven path between the polar extremes
of coopcration and competition,  Sometimes this path has veered too
cluose to cooperation and has raised the cry of “syndicate buseball”
from the game’s faithful followers, At other times, the path has
vecred toward tho absence of restraints and resulted in the ery-of

yHearingn, pp. 34-15,
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“DBresk up the Red Stockings,” “Break up the Yankees,” or whatever
club has succeeded in transforming its financial superiority into over-
whelming and depressing competitive advantage.

The compromise brtween untrammeled private initiative end com-
mon managerment is dermonstrated by the MacPheil draft of the
major league steering comuittee report of 1946:

Professionsl haschall is a peeulisr and complicated industry. Mast of us like
ta think we run our own orgrnizations and thit it is our initiative, expericnce, and
ahility thet bave been respansible for success, This is true, of course, LW soME
extent, :

But to a grester extent, we are in business with 7 and sometimes 15 aclive
partners, This part nership, and the agrecment among thae partners to cooperate
in the business of baschall, ennatitute a monopoly. ur counsel do not belisve
we sre an illegal monopoly (bocage our partnership arrapgement and cooperative
pgrecpents are NecessaTy in the promotion of fair compatition and are therefore
{ar Lthe best interests of the publie) but we are a combination, and as such, the
policies and rules and regulations adopted control every one of us in the operation
of our individual businesses. . .

In considering the extent to which baseball funclions as an entity, compire a
mejor-league club with ¢ large mot.mu-gi.ncture carporation. They iso?-h operate
and maintain plants and have a product to sell, They have similar public
relations and personnel problerss, and both are dependent upan publicity, But
Metro-Coldwyn-Mayer, for inalance, hires whorm it pleases and makes whatever
pictures it chooses to make. They show the pietures where and when they
plense. They do their own planning, visualize their own needs, and detormine
for themselves the most advantageons faturs colirss for their business. RKO,
United Artists, Parnmount, and gthers are competitors, not pariners. .

While the Detroit Baseball Club also operates ita own plont, sets up its own
accounting systems and handles its own finances—baschall 1atls the Detroit Club
whom it tnay or inay not hire, wheru and when it wiil play ils _t;a‘lnr.hs,lv.'hat pro-
portion of its incoms it may retain, and, in greai degree, dotermines its policics
and eontrols its employees and pubiic relations ™ .

3. THE MARKET

In the exhibition of professional baseball guries, the 400 corporations
united by agreement into organized baseball have a virtwnl monopoly.

“Professional baseball games’” ave exhibitions performed by players
whose sole or primary occupation is the giving of such exhibitions.
The exact nuniber of professional haseball clubs outside of organized
baseball is not known.  The only such clubs within the United States
in 1951 known to the subcommittee are members of the independent
Ameriean Negro Leagune. Other clubs, known as semiprofessional,
also sell baseball exhibitions, buf their players usually rely upon some
outside oceupation for their living. Actual receints from such
semipro games are not large. _ :

Of approximately 400 professional bascball clubs in organized
baseball, only 13 compete in the same city with another club for
public favor. Boston, Chicago, los Angeles, Philadelphia, and
St. Louis each have two clubs i organized baseball; New York has
three,  Wherever possible, these clubs schedule their home games 50
as not, to compete with their intracity rivals. ' .

The principal competition faced by clubs in orgenized baseball is not
from other professional baseball clubs, either inside or outside the
association. 1t is compelition from other professionnl sports—irom

prateur spectator sports such as college foothall, college basketball, .

ete.: from other spectator amusements such as the motion pictures

————————

1 Heartngs, - Y18
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and the legitimate theater; and from all other recreational activities
such as participant sports, reading, radio, and television.

No matter how this larger mavket is defuned, organized baseball has
fuced increased competition {rom other ficlds.  Thut organized base-
hall is well aware of this fact is evident from the following interclub
memerendum prepared by P K Wrigley, president of the Chicagro

Cubs, during the consideration of candidates for the oflice of
commissioner:

_ Competition from otlier forms of reereation has become a factor of grout
imporiance over the last 32 vemrs. At the titne the commissioner's office was
started, thepe was relatively little in the way of organized, aggressively promoted
recication, sports or otherwise, The mavies were in their infancy. I'Jl'his wag
before the days of big chains of movie houses seating thousands of people and
before the days of soiund pictures. There wers only s couple of million car owners
in the entire country and no paved highways, and putomobile vacation trips nnd
week-end outings were limited to & small percentage of the population, whereas
today mere than 35 milllon families own ears. '

The craze for golf that was Lo attraet millions of devotees had not yet begun.
The big bowling alleys with their thousands of leagues were undeveloped.  Horse
racing was _llml_l.'.-r.l to a very few States and was undeveloped and unprometad,
Aside from boxing, there were no professional sports to speak of other than base-
ball.  Pro football, basketball, and hockey on an organized scale were things of
the future, as wis big-tie eollege football. ) J

Radic consizted of one experimental broadeasting station, and television was,
of course, unheard of.  In short, baseball hod sdmost no competition to speak of
and the club owners tended to feel that inasmuch as baseball was the national
game, sttendance would come to the parks automatically and without effort

except to have a winning tenm.’t

Despite the entry of new forms of recereation over the past 35 years
organized baseball has mannged to hold its own in the entertsinment
field. Tstimated personal consumption expenditures, 1929-50, sup-
plied by the Depariment of Commerce, indicate that the relative
popularity of orgenized baschall increased steadily from 1929 to 1948,
Since that time, the sport has shared the recession of all spectator
amusements, although not to the same degree as some of its
competitors, i

In 1929, professional baseball received 0.39 percent of the con-
sumers’ recreation dollar,  This share incressed stesdily to 0.62 per-
gent by 1939, dropped to 0.29 percent during the midwaor depression
rose to a postwar perk of 0.68 percent in 1948, and receded to 0,49
pereent in 1950, '

In the area of speetator amuscinents, organizged bascball competes
with the motion-picture theaters, the legitimate theaters and opera
entertainments of nonprofit organtzations such as symphony ovches-
tras, professional foothall, professional hockey, horse and dog mcing
college foathall, other amaleur spectator sports, professional boxing’
professional wrestling, automobile rneing, carvivals, eircuses ad
other “commercial smusements,”’ ’

Estimated personal consumption expenditures for admissions to
these specified spectator amusements, 1929-50, are given in table T
It will he nofed that while organized or professional basevall has
mainteined the edge consistently among professional team sports, it
never has surpassed college football in gate recéipts. Likewise, it
has always ranked behind the motion-picture theaters, the legitimate
theaters and opers, and entertainments of nonprofit organizations.

% Hearlogs, p. 3,
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The motion-picture theaters, the giant of the spectator amusement
field, witnessed an increase in paid ndmissions from 1929 to 1950 of
73 pereent; while the legitimate thesters and opera aetunlly withessed
& decline of 1 percent. ~ In contrast to this, paid admissions to horse
and dog race tracks hos inereased 1,675 pereent; to professional foot-
ball games, 1,043 percent; to collee football gaimes, 357 pereent;
to all “commercial: amuscinents,” 258 pereent,  The increased ox-
penditures for professional baseball has been 226 pereent; for amateur
spectetor sports, 210 percent; for professional hockey, 132 percent;
and for enterteinments of nonprefit organizations, 113 pereent.

Baschall's relative position in the speciator amusement market
Lt visen from 1.86 percent in 1920 to 3.31 percent in 1950,

If organized baschball has any consumer market, doninance in the
field of recreation or spectutor amusements, it is only within the nar-
row market of professional buseball itsclf. [n that market, organ-
ized basebusll is, and for 70 years continuously hus been, exereising
virtuplly complete dominance.  Beenuse of the extent of competition
from other forms of enterteinment, baseball has had little if /Ny
apportunity to_exploit its position throngh higher consumer prices.
Comunissioner Ford I'rick testified that the real price of professional
bnseball ndniissions is as low today ns it ever has been sinee befors
World War I and is 40 percent below 1933, when in the midst of the
depression baseball owners generally refused to reduce admission
prices.™

G THE INVESTOR

A frequent assertion mude by witnesses before the suhbcommitieo
wus that organized baseball was not o business but s sport.®  Obvi-
ously it is both, This econunon assertion, however, does reflect one
of the nnique features of the hasehall mdustey, It is not governed
solely by the profit motive. While it is dificult to generulize, the
evidence indieates that organized baseball is an anomalous  con-
glomerate of investors, some of whom seek their return in profits but
& majority of whomn are primurily interested in » return of “psychic
income’™- o winning club,  The extent to which nanggement de-
cisions arc bnsed on profit. considerstions and the extent to which
such decisions are based on pennant aspirations varies considerably
from elub to elub und from Jengue (o lengue,  Frequently thess twin
motives lead to identical results; but often they do not.,

Ford Frick testified that at least 10 of the 16 club owners who own
major league clubs aro men whose fundamental business interests
lic outside of professional basehall:

With them baselsll is an gvoration.
they are lnterested in hasebal) as o gaine

a'living and thay are wall aware that the
Ju=tify st as aninvestment,

George Trautiman, president of the National Associution, reported
that in the minor leagues, out of 2,287 officers and directors of miner
league clubs, only 201 could bo classified us making their living as
buscball executives ™  Bonneau Peters, president of the Shreveport
Club in the Texns League, reported he had received neither salnry nor

They arc primarily in baseball because
- ‘They are not dependent upon it for
financial return froin baseball doea not

H Heéarings, p. 41

# Ees, 0, g, tatlmony of Ty Cobb, besrings, PR V-1 AL B, Chaosdier, keadngs, p. 257,
I Henrings, p. &, .

i Hearings, p. 153,
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dividends in his 14 vewars with the club, e estimated that 90 percent,
of the clubs in the minor leagues were started by persons who were
in professional baseball because they liked the game snd not because
thoy wanted to make any money.™

The number of stockholders i major league clubs varies from 1
to 1,219, In most cnses, corporate menagement control is exercised by
O person. .

In the Ameriean Liesgus, Thomas A, Yawkey owns all 1,500 out-
standing shares in the Boston Red Sox and Watter O. Briggs controlled
all 10,000 shares in the Detroit Tigers*  The Chicrgo White Sox and
the Philadelphia Athletics are family corporations. Mrs, Groee
Reidy Comiskey owns 3,094 shares, or 414 percent, of the 7450
shares in the Chicago White Sox.  The rest of the stock is divided
equally among three other members of the Comiskey family,  Connie
Muack holds 302 of the 628 outstanding shares in the Philadelphia
Athletics. TRoy Mack and Karle Mack hold 163 shares apiece.

The 1,800 shares in the New York Yankecs are divided equally
between Del K, Webb and Daniel R. Topping.  Of 74 shareholders in
the Cleveland Tndians, two have holdings greater than 10 percent.
Ilhs W, Rvan, president of the club, owns 492 of the 3,000, shares;
Nathan Dolin, 347, The Washiniion Senators have 37 stockholders.
President, Clark Griflith owns 5,569 shares, 29.3 percent of the 19,400
shares outstanding, 1. Gabriel Murphy and Marie M. Murphy own
3,925 shares apiece.  Although the St. Louis Browns are owned by
1,219 stockholders, one company-—the BBC Corp., with mansgement
control excrcised by Willlam Veeck—holds 206,250 of the 261,782
shares outstanding.

In the National League, the number of sharcholders in each corpora-
tion and the largest interests are as {ollows:

. Largest bolding

Share: Sbharescmt- | L el
Ciub naldess standing

Name 1 Amount
11 NP, | 15 | 3.4 | Loufs Jusepn, and Charjes 1,20
1 ferint,

Brocklym. o .oooeiiceoo 1 13,000 | Walter 38, O Malley........ &, by
01 T1 ] <= [ N ‘Ml 10,000 | Philip K, Wrigles .. .o...... T 08
Cinefastl_ ... wEd e L A4 5000 | Powedl Crozhey, Ie .. ... 4. B3l
o T T L AL, 75L | Homoe . Sloneham. ... o, 54
Phifadelplbn .. . ... oo = 47,000 | |, R, M, Cospenter, Sr..__| £ N TH
FIabargl. oo n T_f‘m]!- Joho W, Galtceath, .. ..., | & ARG
8t Lounis.. ... i 1,537 i Fred M, Zalgh. ... ..... ! 1, 4

e -

Of the 16 major-leaguce clubs, only Chicago, Philadelphia, St.
Louis, and Washington in the American Feague and St, Louis and
Brooklvn in the National League are controlled by persons who owe
their livelihood primarily te organized baseball.

H
D, PROFITABILITY OF ORCGANIZED BaSEBALL

Generalizations on the profitability of clubs in organized baseball
are extremely hazardous, chielly because of the many variables in-
volved in such an economic analysis, The earnings picture in the

¥ Hearlngs, pp, 760-761,

¥ \With the death of Mr. W, O, Briggs, Juunary 17, 1952, control of tha Detrodt Tigere passed to hin son,
Whalter O, Brivgs, Jr, Now York Times, January 18, 1052, p. 27,
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minor leagues today is quite different from the majors.  Likewise, the
level of profits fluctuates widely aceording to the p{mse of the business
eycle, the size of & club’s market, the playing success of its team, and
the relative motives of an owner for pecuniery reward or a pennant

“winner.

Most witnesses appearing before the subeommittec believed that
few major league clubs provide attractive investment opportunities,
This-is typified by the following colloquy between 1>, K. Wrigley,
president. of the Chicago Cubs, and Congressman Hillings: V

Mr. Hinuangs, For the most part, though, most of the major-leapue tenns
make money; do they not? 5

Mr, WricLey. Speaking from my own experience, the mnewer is “Na.!' It
rnakes a bare living.  Averaging it out Tor 36 years, it has Leea in the black, I
think it has averaged about 5 percent oo investment over a Ad-year perind 3

The example Mr. Wrigley cites-—the Chjcago Cubs—is illustrative
of the aversge major-league club.  Over the 3l-yeur period from
1920-30, the Cubs earned 32,613,456, or $84,305 a year, whieh ranks
therm ninth among the 16 major-league clubs, A few clubs, favored
by their choice locales or o head start on the farm system, earned two
or three times this amount. Others have usually shown a deficit3?

The finaneial study prepured on behalf of orgzanized baseball by
Arthur Andersen & Co., Washington accountants (hereinafter refersed
to as the Andersen study) reports the consolidated net worth of the 16
major-league clubs to be about $20;000,000 at the end of 19509 Con-
solidated major-league income in 1950 was about $765,000, a return
on capital of only 3.83 percent. During the preceding 4 vears, how-
ever, the picture was much different. Consolidated earnings avergyed
more than 20 percent per annum, a record unequaled in modern base~
ball history. Profits ciimbed from $1,212,000 in 1945 to $4,887 000 in
19?6; 54,866,000 in 1947; $3,237,000 in 1948 and $3,252,000 in 1949.

o gage maojor-league ewrnings on return from investment is
however, misleading, ~This is due partly to the fact that some clubs
(notably the Tloston Red Sox, whose hooks show a negative net worth
with ligbilities exceediug the book value of assets) are finnnced lnlrg(al};
by lowns from the majority stockholder. In addition, clubs follow
widely divergent practices in evaluating both player contracts and
franchises.  Although these intangible assets account for a large share
of a club's going value, moest elubs value them at & nominal amount,
Because of the difliculties in determining accurately the return on
investment, the subcommittee has based most of its annlysis of earn-
ings on the percent; of profit from gross opernting income—the profit
margin of the sales.dollar, ’

Except during the depression of the early thirties and the lean years
of World War I, the profit share from the consumer dollar in the
major leagues has compared very favorably with other industries.

During the Golden Twenties, carnings ranged between 10 and 25
percent of gross operating income.  This period of prosperity ended
abruptly in 1931, and in 1933 the major leagues showed a 23.2°pereent
loss on gross sales.  After three losing years, the majors returned to
the profit side of the ledger in 1935,  The high point of the 1930s
was 1939, baseball’s centennial year, when 6.9 cents of the stles dollapr

# Hearlngs, p. 750,

# Zep Incoma snd Dividend Sumuery, Malor Teapues, 192)-5), b 16
« Hearities, p, 151, ] » 53, beaciogs, pp. 1598-1001,
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epresented net profit. The war brought another recession which
euched its depth in 1043 with o 2.2-percent less,  The dip was brief,
wowever,  Profits in 1944 were the highest since 1930, Two years
ater, in 1946, carnings approached the $5-million mark, representing
v 17.4-percent, margin of profit on gross operating income,t

Thus, whether regarded as return on investment oy as the profit
nargin on gross operating income, the earnings of the mejor-leagus
lubs, viewed collectively, have not been meager. ' :

To conciude, however, that through the years the major leagues
wve been profitable in no measure detracts from their standing as a
sport. If anything, it illustrates that sport and business are not
ncompatible; the major-league owners can provide healthful enter-
;ainment to the American public without sserificing their personal
cesources. ‘The record of major-league earnings is encouraging to the
fan, for it is essential to the stubility and growth—indeed, the very
axistence—of the sport he follows, _ _

1t is significant to note that the lion’s share of major-league profits
have been retained in the enterprise. During the 192(s, investors in
major-league clubs were rewarded in dividends with less than & third
of total earnings. The only periods in which dividends equaled or
surpassed earnings were the 1031-37 depression end 1943. Since
1944, more than 80 percent of major-league profits have been plowed

back into the enterprise,* The amount of earnings realized by in-

vestors in the major lengrues through capital gains on selling club
assets or stock is unknown. : ]
The over-all profitability of the major leagues by no means typifies
each of the 16 big-league clubs, Their earnings vary radically, not
only in any particular year but also over the long run. Consistent!
rofitable clubs are those located in New York, Detroit, Cleveland,
?’_ibtsburgh, and the St. Louis Cardinals. These seven clubs averaged
over $80,000 in net profit from 1920 to 1950, inclusive. In the
middle bracket are the clubs situated in Chiecago, Washington, and
Cincinnati, ‘The poorest clubs, averaging $35,000 a year or less, are
the St. Louis Browns and those clubs in Boston and Philadelphia.
The most profitable professional baseball enterprise is the New
York Yankees. From 1620 to 1950 the Yankees earncd approxi-
mately $8,500,000, moro than six other American League clubs com-
bined. Blessed with the largest selling area in organized buseball
and guarded from competitive intrusion by “territorial rights,” the
Yankees wore able to accumulate the wealth which brought them the
best of player talent and 17 pennants during this period.  This steady
succession of pennant-winning clubs, nourished by one of the strongest
farm systems in organized baseball ® has made the Yankee organize-
tion & perennial monecy maker. Since 1946, profits have averaged
£600,000 & season, ] o
The St. Louis Cardinals have been the most lucrative enterprise in
the National League. Their profits since 1920 have reached $6,000,-
U In compiling thess mminge fgaees, the subcornmlites tied the follewing adaptallms o the fnanzls)
maberial mgmitlrd by thi male-league cjubs, Coocettlons’ [noomes was reperied ab net [n ordur 1o fara.
vide uniformily smeag the clithy, scmn of whom apedals timir own cancessione, sama of whow keasa them
to Indepemdent coneerns. Tmnsucilons B player conlmeds were repocied of pel ecppadituzes alter do
duellng Inoome (romn the sale of sueh contriels from the cost of eontimet parchases, Operating |osses for
811 hﬂ!d.fm‘lr:: wora (eporled 5a pet expard fures, sithough o & *h-.w;.rm:: the moajogs’ ferm clula medle smal]
roflts, Consclildsled Incodae stalemenis far the Atneclos and Narions) Lesgues for 1005, 1505, 1500, 1946
Pw.ﬂnd 15680 ap In tho repord of tho henriogs, Bp, W7, eb poq. Tha reader thould consalt theds for & fu!l'
woderatanding of Lhe methedalogy smployed bi‘ too mabeammmnittes fo Lhis anslysia

# Heq Coamlidated Mulor Lesgus Insame, Divldends, and Retained Enmings, 1950-50, heatings, p. 1509,
¥ 'T'he Yankees spond nn the aversge alinget §1 milion s year oo player dovelopment,  Blearings, p. 873,

ORGANIZED BASEBALL 1 159

000, Unlike the Yankees, this record i1s not attributable to the
fortuity of a favorable franchise protected by territorial-right re-
strictions.  The St. Louis area, with two clubs to support, has the
poorest attendance potential in either league. The success of the
Cardinals lies solely at the feet of one promoter, Branch Rickey,
whose success with the farm system revelutionized the structure of
organized baseball.  The flow of player talent which the farm system
channeled through the St. Louis Cardingls brought the club an en-
vighle record of pennants and cuabled the management to realize
substantial profits by the sale of surplus players to other clubs. One
St. Louis sportswriter estimated that from 1922 until 1941 the Car-
dinals received $2,000,000 from the sale of player contracts to other
mejor-league clubs.* In the light of other avatlable iuformation, this
estimato seems reasonable.  'The club’s profits during the same period
were ghout $2 250,000, Thus, about 90 percent of the Cardinals’
profits during thig 20-year period acerued from the sale of excess talent
produced by the farm system, Most major-league clubs, in comnpari-
son, show annual net losses in player-contruct transactions.

The earning record of most other major-league clubs closely follows
the relative attendance strength of their franchises, Detroit, Cleve-
land, and Pittsburgh, with clubs in large metropolitan areas in which
they enjoy complete monopolies, have grossed over 33,500,000 in
profits aptece from 1920 to 1950. Washington is not far behind.
The New York Giants and Brooklyn Dodgers, although competin
in the same league, have fared well in the attendance stronghold o
Greater New York. The two Chicago elubs also have done well in
the second-largest city in the United States. The Cincinnati Reds
have met the ﬁandicap of & small metropolitan area with reasonable
suceess,

The other five major-league clubs, howeser, huve found it diflicult
to keep puce with their richer rivals und still show a profit,  St. Louis,
Boston, and Philadelphia have been unable to provide the patronage
necessary to support the two clubs in each city during the lean years,
Unless aftluent backers were available, they have been forced to sell
players to make ends meet, thereby jeopardizing their future playing
strength and popularity., Both the Philadelphia Phillies and the
Boston Braves have everaged small deficits since 1920, The Boston
Rad Sox have cost its backers over $2,000,000, and the profits of the
Philadelphia Athletics have been small, especially when the depression-
forced sale of its 1929-231 American Learue champions is taken into
consideration, The St, Louis Browns have shown n small profit
through the yesrs, but only beeause of mase liquidation of its player
assets in recent vears, Uunder the ownership of Plil Ball, and after
his death by his estate, 1920-36, the club was not profitable. In fact,
with the exception of small profits in 1929, 1935, and 1940, it had an
annual deficit from 1927 fo 1941, inclusive. Ifrom 1947 to June 15,
1951, the Browns netted $1,296,000 in player transactions with other
major-lengue clubs, enabling its management to transform a $500,000
deficit into a $600,000 profit,

Most clubs do not pay regular dividends, either because of an
absence of sufficient earnings or a desire to strengthen their competitive
positions. The two Boston clubs have not declared a dividend in

i Sid Kewner, “Buasoball’s Raps-do- Riches Fulnr‘y—{'lm Mards,” & Lonla BtarTimes, January 15-21, 1946,
Peter 8, Crailg, Organdzed Dazebal?! (thesl=, Obarfin College, 1951), ppn, 187-158,
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over 30 vears; the two Philadelphin (:llihs in 20 years, The only
significant dividends by either the New York Yankees or the D.et.nlj_lt-
Tigers since 1931 woere prompted by the SllOl‘l-*]lVed‘ IFederal llx){clls—
tributed-profits tax.  The present mansgements of Cleveland, Pitts-
burgh, and the two St. Lonis clubs also lmvc’ foregone uny regular
dividend policy, at least through 1950, W nghmgtu;l, Brooklyn,
Cincinnati, the Chicago Cubs, and the New York Giants, on the
other hand, spparently are following as regular n dividend policy as
their enrnings will permit. o

The sole income of most basehnll imvestors netive in corporate
management is selaries.  Average payment oif‘ﬁulurms_ to club officers
in recent yewrs has heen $50,000 per club. The preference given to
compensation through officer salaries rather than dividend peyments
is llustrated by the following summary of the past 5 vears:

Pagmends made to stockholders of ell major-league clubs
B R s S ———
I LH4 i il l K ] 1HE | 14844

- S e e e —_—

| |
) ETAR COD | EAAn, 008 4 §TI0L 00O | i, o | T8, 000
(20, 400 M D l A3k, 000 | i, G ] Yoz, i)

Halarlos and boonses. ... .o .
s T R T A e O e

Sowme major-lewguoe club owners serve without compensation, relying
solely on other business interests for their income. A few, however,
have received substantial stipends, the highest in the past 5 vears
heing $133,000, mcluding Bonus, received by one National Teague
Club officer in 1940, _ ‘

Farnings in the minor leagues, by sharp contrast wu,lrx the majors,
have Deen meager or monexistent in reecent years. The 0_\"(:('~1111
financiul plight of the minor lengues is well documented by George
Trautman, president of the National Asseciation, in the following
testimony before the subcommiitee:

Minor-league baseball is far from a prefitable sport, A survey was made of the
results of the 1950 operations and with 18 leagues, having a total of 1dd clubs
reporting, it shaws that 65 percent of the clubs reporting operated at aloss,  The
following &= a further break-down of the figure:

P Number of | Noaher of
MNaaar et of A b ey
Classlficnd lims Yeagues c'ul:wL]-!J]!-;:,!nl;iuu Ilni'lrll.ljtlitnll.-i;”
i
1 ] &
1 i}
F4 (€3 1
il 1 hit] m
) 1 | B
Sy | i 40 | =
141 R T Bt s et A= e e SRy I J ] ml §7

The aperation of a minor-dengne club is most assuredly ne bonanza,  In {act,
with n great many of thin it is mether o case of keeping losses Lo n minimum rather
than making or expecting ta make a profii.

* L] * L] & L] -

It must e remembered that the ctubs in the lesguaes of lower c!nsgifjcalxq'n fire
mainlained and fnaneed by publicspirited citizens who faks a civie pride in
having a baseball tenm represent their community fer the purpose of providing
‘wholesame recreation for the men, women, and children of the community,
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These clubs are not operated on o basis of finaneial gain and the records show
that throughout the yenrs a majority of them sustain finaneial losses more often
i

than they break even * &

Mr. Trautman's conclusions as to the losses ineurred thronghout
the minor leagues are confirmed by available financinl datn.  ‘The
Andersen study reports losses in every classification but double A for
1950.  ‘This is supported by studies prepared by the subeommititee
staff.  Although the response (o the subcommittee's requests  for
financial records from 1946 50 was incomplete, especially in the lower
lengmies (classes B, C, and D), the reports are complete emough 1o give
significant vesulis.  Tn 1946, all elussifications shaved in the postwnr
sports boom.  Profits for the 24 AAA clubs were $885,000. Euch
lower classification ulso showed net profits, although not as large,
The triple-A leagues continued to operate in the black until 1950,
when sharply reduced attendunce, apparently aggravated by the
Korean war and radio and television, brought combined losses of
$1,413,000. The double-A leagues, which melude 16 clubs, have
constituted the only classificetion with an annual profit since 1946.
The 30 clulis in four class A leagties suffered net losses in 1947, 1948,
and 1950, The B and C clubs hinve showed annual deficits since 1943,
and the I} chubs sinee 10474

F. FACTORS INFLUENCING FINANCIAT SUCCESS

The weather vane of financial success in baseball, particularly in
the major leagues, is puid attendance.  Practically all of the mijor-
league club’s revenue may be traced directly or indirectly to the
number of funs passing through its turnstiles, Revenue coming
directly from paid admissions to exhibition und champlonship gumes
comprised 74.1 percent of major-league income in 18050, Concession
purcheses by these fans wecounted for another 9.2 percent.  And vedio
and television receipts, which largely depend on o club’s poplarity
with the fans, brought another 10.5 percent of the gross operating
income.  "The remaining 6.2 percent wes derived from park rentals,
park advertising, and other miscellancous sources.

Factors infleencing paid attendance arc almost as immeasurable s
they are diverse. They inclade general economic conditions, tho
price of admissions, the nmnber of compeling amusenent industries
i the area, the size of the consumer mavrket, the size, location, and
condition of the ball park, the popularity of individual plavers on tho
club, the weather, the time of day games are scheduled, the number
of chumpionship games played, the closenesa of the pennant race,
and the playing success of the team.

‘he priees of admission have remained substantially the sume for
vach type of seat sinee 1920, hut the delinitions of each eategory
(“"blencher,” “pavilion,” “grandstand,” “reserved,” and “hex’) have
been changed periodically o as to rajse the average price of ndmission,
In 1920, the prices ranged from 50 cents for a blegehor sent, 1o Si
for a grandstand seat and $1.50 for » box seat, all prices inclnding a
10-percent Federal “war tax.”  These prices remained fixed ab this
level in succeeding yoars when the oxcige tax was removed, but went
up 10 pereent in 1932 when the Federal Governinent, agein imposed
the levy, In 1944, when the Federal excise tax rose to 20 percent,

1 r!.-xrmgs.ﬂﬁl-p. 15::__1:.1’{-.:4 .

L}
4 P h grmiial mes
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admission prices rose accordingly so that the clubs’ share remained
the same as in 1920. DBy 1950, the prevailing rate schedule was as
follows (20-percent Federal tax mcluded):

Bty e T o e e e e m e m e ameem—am e mm—— o m £0. 60
B e o R e e s e e e e 1. G0
GrandlaR i o e e S R T e e e e T 1. 25
J 3Tt e e P PPl e et P U g B o R Lol 1 LIS 1.80
PR e niimamam s m—————— e e A e e L 2.00 and up

Bparting Mows, Apr. 14, 182, p. 3T,

The average price of admission, however, increased at lenst 60
percent. from 1920 to 1950. Except for o brief dip during the first
verrs of the depression, the average price of edmission to major-league

all games (gate receipts divided by the number of paid admissions)
was 51,00, Federsl taxes included, This rose graduoally to $1.10 by
1039, S1.20 by 1943, $1.40 by 1946, and $1.60 by 1950,

The consumer demend for mejor-league baseball gumes has been
reletively inelustic, Rises in prices have tended to depress the number
of major-leaguc customers but over-all gate receipts have increased.
Price reductions caused by competition from independent baschall
clubs or other amusement media have been nonexistent since before
World War 1. :

CGiross peid admisstons to major-league games are clogely correlnted
with the gross national product. In 1920, when the gross national
product (GNP) was $03.18 illion, fens paid about 39,100,000 to see
the 16 major-league clubs play their chumpionship gatnes. In 1950,
when the GNI had tripled (5282.63 billion), gate receipts also tripled
1920 levels, reaching ebout $28,000,000 for the two leggues, Krom
192040, the average gross national product was about 8586 hillion.
In the same period, American League gnte receipts for an ordinary
pennant ricee averaged $4,300,000 and the National League, about
$4,200,000. Tor every change in the GNP of §16 billion, American
League receipts tended to fluctuate S800,000 and Nationsl League
receipts, $700,000.

The two most evident exceplions to this general pattern were the
carly depression yesrs and World War [I. The efiect of the depression
was delayed at the major-league box office, 1930 receipts, in fact,
exceeding the level of any previous year, 'The loss of players to the
Armed Forces and the diversion of public intercest resulted in & mild
recession in paid admissions during the eritical war yesrs, 104244,

By triul and error the major leagies have found a 154-game season,
commencing in mid-April and closing around COctober I, the most
satisfactory. The Natioual League scheduled only 70 games (three a
week) in ifs first season, 1876, Gradual extension of the schedule
preduced ever-incressing revenues and quieted owners' fears that
daily pames would reduce consuiner demand.  The present 154-game
schedules{22 gaumes against cach lengue rival) became entrenched in
1604, The higher mivor leagues now also follow a 154-pame scheduls
after extensive experimentation with a higher number of games. Both
thie American Association and the Internationel League employed 168-

me schedules until the depression of 1933, The Pacific Coast

eague ebandoned its 180-202-geme schedule in favor of 154 in 1951,

Paid attendance is highest on holidays, week ends and evenings,
The growth in attendance, both major and minor, over the })ast half
century has generally accompanied the increased mumber of Sunday
and night games on the playing schedule. The National League
forbade its members to play Sunday games until 1892, but when the
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burrier was removed few clubs were in e position to profit thereby.
Of the 16 major-leagne clubs at the turn of the ecentury, only 5—
those in Chicago, St. Louis, and Cincinnati-—could play Sunday con-
tests, [Elsewhere, State or loeal blue laws limited clubs to weekday
guines.  The last blue-law barrier in the major leagues fell in 1933
when Pennsylvania voted to permit Sunday baseball games, Today,
Sabbath and holiday games draw the greatest erowds.  In an attempt
to maximize this attendance, mnjor—ﬁ'cnguc clubs generally schedule
double-headers on these dates,

Night games first eame into vogue in the minor leagues around 1930.
Their introduction helped soften the effects of the depression, and, in

‘the opinion of many, saved the minor leagues from destruction,

Today, practically all minor-league games are played under the are
lights, From 1935-48, night baseball was introduced by 15 of the
16 major-league ball clubs. Only the Chicago Cubs do not have
lights teday. The number of night games played ot home by each
club varies from 14 {o a0, with 25 being the average.

G. ATTENDANCE YARIADLES AMONG LEAGUE CLUBS

Price levels, genernl economic conditions, the length of the playing
schedule, and the number of heliday, Sunday, nns night games in-
fluence the general level of league attendence, But for competing
clubs, the variables are greatly multiplied.

The scating capncities of their parks, varying accessibility of the
stadiums, differences in the comfort afforded by these parks all tend
to upset any attendence equilibrium smong competing clubs. The
most important fector, however, which generates against equal eco-
nomic conditions and hence equal competitive opportunities on the
playing field is the wide discrepancy in t-[l)le size of major-league clubs'
sales marksts, The three New York clubs, sharing & metropolitan
areg containing almost 13 million persons, liave ranked 1, 2, 3 in
Americen or National League attendsnce strength sinee 1919, Detroit
with & metropolitan population of almost 3 million has 1 major-league
club to support; St. Leuis with a metropolitan population of only
1.7 million has 2 clubs.

The 1950 census figures for metropolitan population and the 1948
fizures for metropolitan retail sales offer an epproximate gage of the
market areas for the 16 major-league clubs,
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The paid attendance ranking of 10 of the 16 major-league clubs is
identical with the ranking of retail sales in their metropolitan areas,
Actugl paid attendance for the major leagues, 1931-50, were as
follows:

AMERICAN LEAGUE Nariowan LEagugs
New York_ __ . .__.__.___ 24, 270, 007 | Brooklyn. ..o . .__ 18, 835, 811
Detroit_ . _________. 20,514, 230 New York_____. [ 17, 602, 906
Cleveland . _ __________._. 17,151, 489 | Chicago__ . ___________. 17, 437, 680
Boston._._______________ 15, 3565, 033 | Pittsburgh_______________ 12, 674, 878
Chieago_ .. _________.___ 11,554, 119 [ 8¢t, Louis_ ___ ____________ 12, 575, 872
Washington. - ... ... 10,622 602 | Boston_ ... oo ___.__ 10, 802, 895
Philadelpbia. ... _.___ 9, 699, 370 | Clacinneti_. . ... __.__ 10, 744, 503
St Lowds_ o __________ 4, 609, 998 | Philadelphia_ . _ - _______ B, 538, 752

Of the six clubs without identical rankings, the Boston Red Sox
and 3t. Louis Cardinals had teams which perennially were pennant
contenders; the Chicago White Sox, Philadelphia A’s, and Phillies,
hud perennial also-rans. A large share of Cleveland’s attendance
came from thickly populated aveas adjacent to its metropelitan
district such as the Akron-Canton area,

To compete favorably for player talent, a major-league club must
haye finanecial resources which equal those of its league rivals. This
would mean ideally that each club would draw one-eighth of its league
attendence. The St. Louis Browns have not reached this level since
1922, the Philadelphia A’s since 1932. In the 33 years since World
War I, the Boston Braves have drawn 12.5 percent of league attend-
ance 2 times; the Philadelphia Phillies 2 times; the Cincimnati Reds
9 times; and the St. Lows Cardinals 10 times. In contrast, the
Yanlkees have never fallen below that mark.  The Giants and Dodgers
have dropped below 12.5 pereent twice each; the Detroit Tigers only
four times; and the Chicago Cubs five times

In order to measure the actual attendance strength of exch major-
league franchise, the subcommiitee used two difierent methods, Both
are attempts to eliminate the variable of clubs’ playing performance,

The first method assumes that the average club, finishing in fourth
and a half place in the league standings, would normally draw 12.5
percent of league attendance and that for every variation of one place
in the standings the average clul’s share of league attendance would
fluctuate 1.5 percent. By these two assumptions, the average first-
place club would draw 17.75 percent of league nttendance and the
evernge fast place club would draw 7.25 percent.  Comparison of sueh
estimated shares of league atiendance with actual attendance vields
the following results for the decade, 1941-50: 4

Attendance strength, 16 major league clubs as measured by probable share of league
alfendanee for an average fintsh n the pennant race, 1941-50

AMERICAN LEaGguxs Natrowar Leacur

- Percent Pereent
New York . _________.__. 16,34 | New York ... ________._ 18. 06
Detroit_ .. ..___ 15 42| Breollyn . .. . _______. 15. 56
Clevelnnd . ... .. ___. __ .o 1407 Chieago._ . ___._______. 1547
Chieago_ . _ . ___ . ________.__ 12,29 | Pittsburgh_ . ___________._ 13,457
Philadelphia_ _________________ 1L 91} Philadelphia___ . ____________ 11, 35
Boston_ .. _ . _ . _._______.. LML 84| Boston. ______________________ %70
Washington __ __._________.__. 1L 5| Claeinpati- .. ________.__ 9 57
St Lowis_ oo oo 66518t Louls____________......... 872

T A nunn fgurey of the pereent of league atteudance for vach major Ieague, 160151, appear in the hoarings,

PP- 1534-1535.
[T e
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The second method used as the norm actual attendance percents
over the past 40 years. Comparing the share of league attendance
for each club with thai club’s average won-pnd-lost percentage for
five dates during the pennant season (June 1, July 1, August 1, Sep-
tember 1, and the end of the season) vielded a definite pattern which
Is illustrated by the graph appearing at page 1593 in the appendix.
Threc-year averages of each clul’s attendance variation from this
norm appear in the graph appearing on pages 1595-1598 in -the
appendix. These graphs should be consulted in connection with this
discussion,

According to this second method of analysis the attendance strength
for the major league clubs, 1941-50, was as follows:

Asignicany Leagor NaTioxaL LEAGUE

Pereent Percent
New York_ o ... 16, 84| Chiengo_ . ___ 13. 59
Detroit . ... 13. 60| New York_ .o _______________ 15 46
Cleveland .. ___ _____________._ 156 6 | Brooklyn___ . . ___. Sudekl 15. 38
Chicago ..o 120AV[Pittsburgh_ L. _______ 15. 36
Bostii oS e v | £2. 00| Philadelphio_ o ____________ 11. 64
Washington_ _ _ . o vonoo oo 11,67 | Cineinnati._. .. ________..__... 990
Philadelphia. __ .o oo o _C 10. 65| Boston. . __ . _________________ 8 8>
Bt Lowis_..____.____ . ______ 74005t Lowls_ .o _________.___ 9. 98

These tables indicate that for the St. Lonis Browns to equal the
Yankees’ paid attendance, they would have to win twice a3 many
games. The Browns have been the poorest drawing club in the
American League, even discountling their inferior playing record, every
vear since 1926. The Yankees and the Detroit Tigers, on the other
hand, ranked 1-2 every year from 1919 until 1947 when Cléveland
also became an attendance sironghold.  In the National League, the
St. Louis Cardinals were the poorest drawing club from 1933 to 1947,
They now rank fifth, thanks chiefly to extensive use of night baseball.
The New York Giants, Brooklyn Dedgers, and Chicago Cubs ranked
1-2-3 in attendance strength in the National League from 1919 to
1946. Since 1947, they have been joined by Pittsburgh as the [our
strongest franchises in the National Lengue.  The recent rise of Pitts-
burgh, a one club city, s atiributable to its population growth, its new
progressive management, and its popular hero, Ralph Kiner,

The disequilibriuin in cconomic competition among rival major
league clubs caused by varying market potentials is not linited to paid
attendance. It permeates every major source of major league income.
Clubs holding the richer franchises are able to field stronger teams
which make them greater attractions in exhibition games and in
championship gemes away from home. Larger market areas also
enable these clubs to net greater concession sales and outstrip their
wesnker rivals in radio and television income.

These facts are demonstrated by the following analycis of the 16
major league clubs for the 1950 scason:
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Average Tereent of Pervent of
I‘H:E';:';\ leagun nt- | Differenco | Ieapao | Difference
P tendanco recalpls
y mn League! Percerd Pereent Prreent Pereend Pereent
B i s ST 181 718 6.7 24.6 48
g 217 L] A A L o 15.9 =Rl +3.5 1§.6 4-.7
Clevaland._ ... .. LY 189 +4.2 17. % +2.8
Beston_ . .6 14.7 4.1 13.8 -8
Chicago... 0.9 8.6 ~1.3 8.3 —-1.!
Washinpto 1L6 ;i —3.3 ;3 —T. :i
Philadelphia - | ; ~4. . —1.3
St Lonl‘:{'-.. e 8.3 2.7 =54 4.3 —4.0
vali Leagn i
N i einhin wo|  we|l -4l el 20
Brooklyn. . . 145 14.3 — 3 16. 6 +21
Phtisburgh. 4 9.2 14.0 +4.8 13.8 +4.5
E I11.6 14.0 +2.4 12,5 +.9
.1 3.1 -1.0 13.2 —. 9
12,4 2.1 -3 12.8 +.4
13.8 11. 4 =24 10. 8 -3.0
Cloncinnsti_ . .__ . b 6.5 | —3.0 7.5 —2.0

. 1On June 1, July 1, Aug. 1, Sept, 1, sod the elosing day of tho season, 1950,

|
I
i

In 1950, the New York Yankees received more revenue from every
major source than any of their seven competitors. Their gross revenue
was $4,200,000—51,200,000 more than their nearest competitor and
$3,500,000 more than the St. Louis Browus. It was no accident,
therefore, that they could spend 33 percent more on their club than
any rival, or that their profits were the highest in either league, or
that they won the American League pennant and the world series.

Iiven when out of first place, clubs in rich franchises have been
able to'gross larger revenues and maintain higher budgets with a view
toward future building. In 1946, when the Yankees finished 17 games
behind the pennant-winning Boston Red Sox and 5 gnnes behind the
Detroit Tigers, they grossed 50 percent more receipts than either
club and spent almost 50 percent more than either club. Their net
profit almost doubled that of cither Doston or Detroit, )

In the National League in 1946, Brooklyn and St. Louis were tied
for the pennant at the end of the secason with 98 victories aplece.
Gross operating income for the Dodgers, however, was 32,700,000,
eompared to $1,800,000 for the Cardinals, A year later, Brooklyn
won the pennant. At the bottom of the 1946 National League
standings were the New York Giants, but the gross opersting income
and operating expenses of the Giants were second only to the Dodgers.
A year later the Giants finished fourth. )

Fhese examples of the competitive advantages open to clubs in
the richer franchises could be multiplied ad infinitum, The inequality
of playing competition, engendered by franchise disparities and the
farm system, is perhaps hest demonstrated by a summary of the
pennant winners in both leagues, 1920-51:

Aserrcan LEaGroE NarioNal LEsGuE
New York . o ______.__. 188t Touls_ ..o . _____... 0
Detroit . ... 4| New Yorkeoo oo _____._ B, 5
Philadelphia_ .. - ______. ______ 3| Chieago._._ - ___..... 5
Washington_ ___ ... __________ 3| Brooklyn____ . __ . ________._ 4
Cleveland .- . ______ .. __.______ 2| Pittshurgh_. I ... 2
08tOn o oo i Cipetnnati__ .. ________ .. 2
Bt Louts. ______. e Ui Philadelphia_ ... _____ 1
hieago._ . . ____ e OlBoston__._ oo ... 1
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- Philadelphia and Washington won their pennants before the heyday:
of farm systems when they could securve new talent from the minor:
leagues without having substantial minor league investments. Since:
1934, both clubs have been out of pennant. contention. The successes.
of St. Louis and Cincinnati, on the other hand, are attributable to
head starts in mass-production farm systems. Since World War 1T,
both clubs have been on the decline, as all their competitors are also
in the farming business. New York, Detroit, and Cleveland have
won all but two American League pennants since 1934. They promise
to be the “big three”” over the years to come under present baschall
rules relating to the farm system, territorial rights, and the division
of gate receipts. In the National League, Brooklyn, New York, Pitts-
burgh, and Chicago may be expected to eapture most of the penunnts
over the coming decades unless other clubs can secure outside invest-
ment to offset their poorer franchises.

H. CONFLICTING MOTIVES OF INDIVIDUAL CLURS AND THE LEAGUE

Each club and its fans want the best team they can get. Other
{actors being equal, the club maximizes its share of league attendance
aceording to the playing success of its teem, Records over the past
40 years indicate that the ordinary club will draw 11.80 pereent of
league attendance if it averages .500 in its won-and-lost percentage
throughout the season. As its playing record declines, so does its
attendance. The ordinary club averaging .473 in the pennant race
will draw 11 percent of league attendance; .440, 10 percent; .400, 9
percent; .341, 8 percent; and .305, 7 percent. Conversely, as its
playing performance improves, attendance likewise improves. The
ordinary club averaging a won-and-lost percentage of .522 will draw
about 13 porcent of league attendance; 543, 14 percent; 561, 15 per-
cent; .580, 16 percent; .610, 17 percent; 620, 18 percent; and .625, 19
pereent.  Thereafter, the share of league attendance appears to fall off
somewhnt for continued playing improvement, perhaps due to the
ehsence of strong rivals,® _

The correlation between club playing success and club profits shows
g similar trend.  I'rom 1920-50, profits averaged $82,000 per club per
year. A club with an average won-and-lost percentage of .423 tended
Lo break even for the year, Clubs with poorer playing records usually
lost money, unless they sold player contracts to rival clubs to make up
the operating deficit. Clubs averaging .500 in won and lost percentage
reperted average profits of $62,000; 550, $103,000; 600, $208,000;
$30, $272,000; .700, $297,000. Thus, while share of league attend-
ance tends to decline when a club wins the pennant without close
competition, its profits tend to keep increasing. This is probubly
due to the fact that a club with such playing success can reduce
expenditures for player replacements without fear of losing its com-
manding position, -

Club owners desire as good a club as they can acquire for two
reasons—(1) the pleasure and prestige of becking & pennant-winnin
team, and (2) the improved financial strength of the club which Wnﬁ
either yield higher profits or provide additional working capital for the
future maintenance of the club in a high-renking position. That these
motives vary somewhat from club to club is evident from financial

i Hearings, p. 1563,
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records. Some club owners, notably that of the Bost.()':} ]Rc‘d 9::,
appear lo prefer immediate playing success to f:mui\unrr‘ 51:1(,6, t\ile
Others, appear to be primarily gonccrned with earnings, ev (.,ﬂ‘ b the
cost of o certain degree of playing suceess. But in most{ cases, tho
pwin motives of profits ml\d pennants run hand in hand, and invarmnly
hos wnagemnent decisions, '
bo'lll';lzpflagl; of zu?y particular club ulso wanl as good a team ;lSi 1.’)(35:?\1\.)']0
not only for their own present enjoyment but. also \)’(',(‘,;‘thf-_‘. t 1(.?1. l‘ut('l;f
that the better the attendance, the betker the team’s huture pm?p:‘,b, =
Joernings mean that the mansgement can unpl‘civc the{r (‘fmlna(; ‘mzn
the pan( and, nequire new players to replenish the .sm‘en%'t: 1 (3 t u,‘ ‘L“ n
Each chub owner, guided by the two motives of bac king a llu.ml! &
winner and maximizing his relative carmngs, wants as e;nrm o -iab
club as he can put on the field. Obviously, ‘howevc?, {:ul}g, ,(?Fib L(i gir
can win the pennant.  The other seven contenders are Ce t with 1{1
smuller comparative shares of league siteudunce. : (;n‘bcqu.ojtwyl;
to the degree that they truil the penmant-winning clu )1, t.r}(,yr ,')-dlqu('mv
fingncial and competitive disndvantage in suceeeding playing qﬁ;n.‘i"‘i,t.'
11 » leppue wishes to mantam equal cmn].w,t.u)l?nl lt.tfl.ﬂﬂg‘g‘l'h (‘I)zut,
membera, it will be interested in equality of fingneie dtcaguu,e;. Dt
sinee equality of financial resourees s lttl'gel}(l{l%})erl etl)r ?pg to;\c}urd
plaving competition, the lengue us » whole will be T(t) ay &0(111 Joward
adopting mensures whieh will promote such com;]){: 11)0{:1 t {“ e bal
field. Playing inequality on the other hand wi u).('.t ,0 f”ill o
inequality which in turn will tend to augment the (l‘l.‘.:pﬁll y of playing
competition and drive the weaker clubs to 111301\'(;!183,‘.“ | olaving
This analysis assuimes that a lu?gu.u in fact c'ieﬂsu'u,hj equa tpl {,) ri
competition ninong its menbers. Ihis ussump.lmil 13 h]up})orl‘letwi‘,eqs
comparison of estimated major league gale !‘(:(',l(:lpth(i\ 17? 1tt lﬁuc,c(t){l.l;m;
of the penunut race, after eliminuting \':11‘1111.101js ulL'rrlo orrdnﬂioﬁ
national prosperity. Sueh comparison reveals @ 1{”,\ ]c‘ elntio
hotween closencss of the pennant race, as measured by t 1‘1, T-Loi tqg
elnl’s average won-and-lost percentage, and 11t-ug110-ngul;(,'ilf],.t. n?mu
Under given economic conditions, » league mll take m,o p“lc-i(‘—(l‘c)qli ore
ente receipts if its winning clnb averages 575 in wor-nnd-lost ;Y '
Conture than if it averages 730, Tf league gate rccexptslm. n Y f_ulu1
when the pennant winner _avew}gcd 650 in ganes W(;n)nn(ll 051112\ 22(‘(0
equal $10,000,000, variations in the closeness of the pennant race
would tend to yvield the following resuits:
Pennunt winners' average
won and loat perceni-

Pennant winners” averuge

Fr A A won and lost pereent-  gooecrague
g ag

ngel galt rerelpds Iigl':k—{)()nl‘il]\lt‘d safe TEstiTas

i P et %1%, 000, 000 - - 310 g?]g ((J]gg
58S ... - ___-- L,600,000 T S
Bo0 TTI I O1N400,000 ) BT0 e 9. 600. 000
S CTTTTT1L, 250, 000 680 006,000
wo0. I ITTITTT 4, 100,000 a0 TN v, 200,000
B0 .- ... 10,800,000 o0 1l 9,000,000
820 TTTT0TT 10, 6uo, 00D 725l 1ITIII . 8,600, 000
R 10, 400, 000 RO L.l .. 8,000,
B0 - 10, 200, 000

i v i in yeara of closc

ror-all lopeue profits have been relatively lngi}cr in years ,0 close

peg]\\;:\J races, ALrnm-iunn League profits toppe‘d 33_1“,100,(}00 fl}\ 051‘11]35:

in the 1920's—1920, 1022, 1924, 1925, and 1926, _ Each year {111. ! m")-

was marked by closely contested pennant races, Durmg } r:: gtca(:
decude, National League profits exceeded $800,000 on seve
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slons—1920, 1921, 1024, 1026, 1027, 1928, and 1930, Tn each SEAS01n,
the outcome of the pennant race remained in doubt until the closing
weeks of the season,

Tarter years have also followed this genernl pattern.

The conclusion is inevitable that there are two competing motives
hetween the individual chib und the league of which it is & member,
The individual club, looking to immediate pennants and profits, is
interested in sequiring as powerful o teaw as it ean,  For clubs with
poor franchises or weak teams, this weuld indicate that they would
favor rules restricting the power of money to acquire new players,
Clubs with the richer franchises or stronger teams would tend to favor
a complete absence of restraints so that they could use their financial
advantage to acquire winning tenms in the future,  On the other hand,
the league, looking to the success of all eight of its membears, would
favor rules wiich cqualized the plaving strength of all its clubs,

I. METHODS OF EQUALIZING COMI'ETITION

Ozanized basceball has used several different wpproaches in its
attempts to equalize competition, These include (1} the reserve
rule, (2) player limits, (3) preference to weaker clubs in the waiver
ane draft rules, (4) division of gnte receipts between home and
visitlng cluh, and (5) plaver salury limits.

The reserve rule, by glving each club exclusive right to enter new
contracts with its players, inhibits the moneyed clubs from acquir-
ing all of the best talent, Comparison of pennant races before and
after the adoption of the reserve amnply Mustrates the initinl effective-
ness of this rule in achieving its purpose. The pennant winner’s won
and lost percentage in the 1870°s nveraged clese to .800 renching 899
in 1875, From 1881 to 1900, the National League champion’s won-
and-lost percentnge was less than 700 in &l but 4 vears,

The restraints imposed by the reserve rule precluded competition
in signing experienced major-league players, but it did not stop
wenlthier ¢lubs from accumulating the better players.  Richer clubs
could outhid their wenlker competitors for new players and keep
playvers under contract in excess of their existing needs, depriving their
competitors of these players and keeping them i “cold storage” for
their own future use. ‘The wealthier clubs could not only outhid
their rivals in the acquisition of players from minor-league chibs but
also purchase desivable players from weaker confederates in need of
working capital.

The reserve rule tended to equalize competition on the ball field
by precluding vompetition for players” services.  But it also ereated
a new market, w macket in players' contruets in which the club with
ereater financial resources onee more was able to secure the sdvantage
over its wenker rivals.

To restrain competition in this artificiully created market for player
confracts, organized baseball established player limits which immpose
a ceiling on the number of players any one club could control.  The
impetus for these player limits is well illustrated by the following
remarks of Branch Rickey at the 1021 joint major league meeting:

We want rules that will have a tendency to equalize the strength of the tenma
and minimize the power of the money-making elubs, Whenever we raise the

Himit to where & club ean purchase many players to the disadvantage of other
wluby, that tends not to equalize the plaviee o e T
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The ceffectiveness of the playver limits to restrain the power of
money-making clubs has been vitiated by the rise of the farm system,
Although originally used as a method for weak clubs to secure inex-
pensive player replacements (e, g., the St. louis Cardinals and
Cincinonati Reds), the farm system today provides the rich clubs
with another maethod for acquiring control of player talent. The
greater & club’s resources, the more players in the minor leagues it is
uble to control, either divectly through ownership of minor league clubs
or indirectly through working agreements and optional assignments.

The draft and waiver rules also huve tended to equalize playing
strength to the extent that they give each club an equal chance in
the nequisition of players at noncompetitive prices.  With the adop-
tion of the Ebbets plan. in 1921, the wenker clubs were given first
preferenee under both of these rules.  1f mwore than one club desives
to claim a cortain player on walvers, the elub which is lowest in the
league standings gets preference.  (Major league rule 10 (b)) Like-
wise, the weaker clubs are given priority of cholee in drafting plavers
from the minor leagues.  (Major league mile 5 (e).) The effcefive-
ness of both the draft and wailver rules is, however, limited by the
presence of numerous exceptions.  Only a small part of the players
in the minor leagues are eligible for the draft in any one year, and
requests for waivers are revocable even after a rival club files its
claim. (Major league rules 5 (f) and 10 (i).)

The earlicst uttempts to equalize playing competition were in the
neture of riles which tended to cqualize the financial strength of
competing clubs. The National League in 1877 inserted o provision
in its constitution by which visiting clubs were guaranteed 30 pereent,
of gete receipts,

Because of differences in metropolitan population, clubs in the more
fuvorable markets of New York, Detroit, Pittshurgh, Cleveland, and
Chicago enjoy larger paid attendance than their competitors.  If the
home club could retain 100 percent of its gate receipts, the disparity
in fingncial strength enused by chance location of clubs would be the
greatest. This is truo because each club plays 77 ganes in ils own
park and only 11 in the stadium ol each of its competitors, Absolute
equality of potential earning power through gate receipts could not
be achioved without giving 100 percent to the visiting club,  Neithoer
extreme has ever been employed in the major leagues. The closest
any maejor league has come to equal finencial opportunity was in
1892, when it voted to give visiting clubs 50 percent of #ll 25 and 50-
cent admissions.  Since few clubs in that era sold many tickets at
higher prices, this rule guaranteed the visiting elub about 40 percent
of gate receipts.  This rule has remnined unaltered over the past 60

ears. But, since the average admission price in the major leagues

as increased to about $1.35 (not including taxes), the visitors’ share
is much less today. In 1892, 40 percent of mnjor league revenite
came from road gemes.  This dropped to 21 percent in 1929, 14 per-
cent in 1950. The home club todey retains over 80 percent of its
gate receipts and 100 percent of all other income—radio, television,
concessions, ete, A '

These restraints designed to promaote economic and plaving com-
petition among clubs in the same league are farther from secomplishing
their purpose today than at any time in the past half century,

S

ORGANIZED BASEBALL 107

Not only has baschall law progressively failed to accomplish equality
of competition, but also it has setively thwarted this objective, T'ke
prescat distribution of major-league franchises has been frozen since
1903 by organized baseball’s rules preserving territorial rights. In
1916, the Baltimore Federal League Club desired to buy the St Louis
National League franchise,  move which would have strengthened
both leagues.  The move was vetoed by other Nationsl [League elubs
und the Baltimore Feds unsuceessfully took their ease to the courts.
In the early thirtics, the St. Louis Cardinals desired to move into
Detroit, » eity which could better support two big league clubs, The
Detroit Tigers” owner blocked the plan® In 1941, the St. Louis
Browns commenced plans to move to Los Angeles,  The war inter-
rupted the transfer,* and amendment of the baseball code made any
such transfer after the war a finavcial impossibility. (See, e. g,
major-minor league rule 1) Any one of these moves would hive
tended to promote playing equality. All were thwarted in their
ncipiency by the progressively tightening rules on territorinl righte,

The succession of ﬁﬁreath-laking pennant races since the close of
World War IT is not traceable to any improvement of the baseball
code,  Rather it hos been due to the entry of new capital into fran-
chises formerly depressed by the viclous cycle of inferior population
areas, low attendance, low receipts, poorer clubs, and still lower attend-
ance. Notable examples of clubs revitalized, temporarily nt least,
by the influx of new investment are the Boston Red Sox, the Phil-
adelphin Phillies, and the Clevelund Indians.

J. THE MINOR LEAGUES

The economic problems of the minor leagues differ from those of
the majors in two lnportant respeets, ‘The minors have been much
more sensitive to changed economic conditions and shifts in consumer
demand. Iurthermore, their existence has usually depended upon
finnncial help from clubs in higher classifications, especially the major
leagues. '

The major leagues were prosperous throughout the 1920%. The
minor leagues, however, reached their attendence penk in 1023 and
thereafter witnessed & gradual but steady decline which beeame pre-
cipitous with the depression, The incrensed popularity of the nuto-
mobile, the motion pretures, und sports such as golf diverted consumer
interest to other channels,  In auddition, the diversification of sports
in the 1920's uppurently reduced the numnber of investors who wera
interested in promoting minor lesgue ball.

The minor leagues reached new attendance heights in the later
thirties, lurgely as a result of the wniversal adoption of night base-
ball.  Txcept for the wartime vecession, this relative stability con-
tinued until 1949, when minor league attendance reached sn all-time
high of 41,805,000,

Today, however, the minor leagucs face another crisis. Television
has made substantial inrouds on consumer demand for professional
baseball games.  Whereas this new media has created new incomo
sources for the majors, its effects ure all detrinental to the lower
leagues, Attendance in the minors has fallen off 33 percent in the
past 2 years. :

N Hearlngs, pp. 95, @8, 1038, 1008,
% Hearlugs, pp, 8, S0-081, 1036-1057,
20082—52—8
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The minor leagues obtain financial assistance through two chan-
nels—(1) The sale of player contracts, and (2) the farm system.
Independent minor league clubs rely chiefly: on the sale of player
contracis to balance their budgets. A majority of minor leaguo

clubs, however, receive financial assistance through connections with-

major lengue farm sysiems, 1f they are associated by working
agreemnents, they retain a limited degree of financial independence.
If they are owned outright by major league clubs, the parent club
assumes all financial obligations.

Proponents of the farm system claim that their institution has
been the savior of minor-league baseball. Actual figures cast some
doubt on the accuracy of this claim. The share of major-league
receipts which has subsidized the minor leagues has remamed sub-
stantially unchanged over the past 40 years. Only the method of
subsidization has changed. TFrom 1909-13, major-league receipts
equaled about $20,500,000. Durimg the same period, the 16 major-
league clubs spent about $1,895,000 for player replacements from
the minor lengues either through the draft or through direct purchase
of player contracts (annual reports, National Commission, 1910-14),
This represents about.9.2 percent of majorleague income. The
testimony of August Herrmann, chairman of the National Commis-
sion, in the Baltimore IFederal League case confirms this conclusion
(record on appeal to the Supreme Court, pp. 689-690, Federal Buseball
Ctub of Bealfimore v, Nationel League (259 U, S, 200 (1922)). In
1929, 9.1 percent of major-leaguc income went to the minor leagues;
in 1939, 7.0 percent; in 1946, 4.5 percent. 'In the depression years,
1033 and 1943, minor leaguc subsidization was higher—13 to 16 per-
cent of gross operating income. And the 1950 decline in minor-
league atiendance ouce more sent the figure above 10 percent to
12.4 percent.

Until 1950, the net cost to the major leagues of owning minor-league
subsidiaries never exceeded $400,000; 1933 and 1943 appear to have
been the costliest years. In normal times, however, the major leagues
have operated their minorJeague subsidiaries at a profit; from 1939-
42, 1944-47, and 1949, the not flow of funds was not {rom parent
club to subsidiary, but from the minor affiliates to the majors.  Pur-
chases of player contracts, meanwhile, have shown a constant decline.

The sudden reversal of miner-leapue prosperity has saddled the
majordeague clubs with substantial economic burdens.  Ifarm losses
in 1950 zoomed to $2,678,000, fur in excess of any previous vear;
1951 probably was just as costly, ,

Subsidization of the minor lengues through purchase of player
contracts and through farm systems has been haphazard and in
many instances disruptive of competition among clubs in the same

minor leagues, Income from the sale of player contracts accrues

only to minorlengue clubs with major-league prospects. Likewise,
minor league clubs with working agreements have readier access to
player talent and o source of revenue which is not open to their rivals.
The minor-league clubs in the most favorable position are those
entirely owned by the major leagues. Their operating budgets
generally far exceed those of independont clubs.  Finsnecial reverses
which would cripple the independent club are readily asbsorbed by
the ferm club’s major-league organization,
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K. THE FLAYERS

By curtailing competition for players’ services, the reserve rule
inittally reduced player salaries. Onee the baseball industry stabi-
lized, however, player salaries tended to increase. They have not,
however, kept pace with the increased receipts of the game.

Simce the adoption of the first reserve rule in September 1879, the
share of major-league clubs’ expenses going for team salaries has
exhibited a continual decline. In 1874, the Boston Red Stockings
spent 39.5 percent of thieir expenses for team salaries™ This in-
creased steadily to 68 percent by 1878, dropped to 54 percent In
1880, the first year the reserve rule was in force. The Philadelphia
Phillies spent 54 percent of their 1885 expenses for team salaries,

By 1920, however, team salaries accounted for only 35.3 percent
of major-lengue expenses. This share has continued to drop, reaching
32.4 percent in 1939, 28.9 percent in 1943, 24.8 percent in 1946, and
22.1 percent in 1850, ]

Where have incrensed cxpenses gone if not to the players who
produce the games? Initially, funds were diverted for the construe-
tion of grandstdnds, first wooden, later of steel and concrete. Other
funds were diverted to the minor leagues for the acquisition of new
players.  This portion of expenses hias remained fairly static at about
9-12 percent over the past 40 years, Most recently, the diversion
of funds has been directed chielly to the one free market left in obtain-
ing new player talent—the signing of free agents, Each major league
club employs a large stafl of scouts to search the Nation for young
talent. They hold try-out camps; they spend large bonuses, some-
times as high as $100,000, so thet a promising young player will
choose their farm system in preference Lo that of a rival club.

The testimony of Earl Nelson, treasurer of the Chicago Cubs, and
A. G, Lawter, comptroller of the New York Yankees, mdicates the
degree to which major-league expenses are now channeled into the
scramble for untested young talent.

Date submitted by Karl Nelson indicates that from 1945-50, ihe
Chicago Cubs spent. $1,200,000 on salaries and expenses of scouts,
farm management, and bonuses paid to free agents.  Combined team
replacement expense was $454,550 per year, considerably more then
was spent for team salaries® A, G. Lanicr reported that the New
York Yankees, 1046-30, spent S1,220,000 for scouts and hasehall
schools, $615,000 for honuses to free agents, and a total of $4,022,356
on team replacement.®  Such expenditures in 1949 and 1950 were
greater than the gross opernting income of the St. Lonis Browns and
about twice the amount that was paid to the players on the New
York Yankees.

The only player benefieiaries of this diversion of funds from direct
player salaries Lo the aequisition of new players are those who receive
the bonuses, only a small number of which ever succeed in reaching
the major leagues.

The effects of the reserve rule and the farm system in narrowing
competition for players to a select few is well illustrated by the

8 Hearlngs, p. §71.
M Heatinis, p. 871,
 Hearings, p, §73.



110 ORGANIZED BASERALL

following exchange between Branch Rickey, proponent par excellence
of the farm system, and subcommittee connsel:

Mr. Ruexry. On the point of manopoly, T eannat innagine o more wiid seramble
in the field of competition for the serviee of young players or old ones, If it
were to come to it eventually that 16 major leapue clubs owned all the players
if that were to Le the case, there wonld be 1he wildest competition you conld
imaging, I nmn sure, ou the part of wll 18 of them far new materinl. - [t would
ereate A comnpetitive ficld in the directjon of produetion of material for elubs even
mare tense than it is al the present time,

" » P * » * ¥

Mr. SrEvENs. But, Mr. Rickey, in terms of acquisition of players, where would
there be competition exeept in the signing of the freo agents? You sayv all other
players in baseball would be ewned by the 16 major league clubs,

Mr. Ricrgy. All the plavers in the frec ageney, if that were true, if the minor
leagues were owned by the I6 majors, if all of them were, Then the free agents
would not o anywhere exeept to one of the 16 clubs, would they?

Mr. Srevess, That is right.  But what I am saying is, or asking you, is it not
true that the competition smong the 16 major league elubs for plavers would be
limitad Lo the signing of free apgents, the new young rookics?

Mr. Rickwy. That is correct.  And that has led to the greatest rmonace we
have, perbaps, which s an adinitted evil, * * * the bonus (hearings, pp,
450-991). .

Territorial rights or the division of territory among clubs in organ-
wed baseball also has had its eflect, on player salaries. Where there
is prosperity, player salaries are higher, and historically prosperity
in the major leagues has been Limited to the richer franchises—those
in Now York, Detroit, Cleveland, and Chicago, for example.®

Actual player salaries in the lower minor leagrues (classes B, C, and
D) are lower today than they were in 1929, In the higher mineors and
the majors, salaries have increased, bus not, in proportion to the growth
of wages in other recreation industries, or, in fact, all industries
combined,

‘The salary range in the major lesgues in 1951 was from a minimum
of $5,000 to & maximum of $90,000. The mean was $13,288; the
mediun or average salary was $1 1,000.* Total team salaries {pluyers,
managers, and conches) in 1950 were $6,920,900 in the major leagrues,
an increase of 84 percent over 1929, 1In COMPArISON, WaZes in recren-
tion industries other than motion pictures increased 91 percent from
1929 to 1950, and wages in all industrics increased 114 percent in this
pertod ™ Figrures for the major leagues do not, however, include
the players’ world series share or their benefits under the pension plan
installed in recent years.

In the Triple A leagues, the average {median) salary in 1951 wag
3850 a mont.{)n. In the Double-A leagues, it was $600 o morth; in
the A leagrues, 8350 & month; in the D leagues, 5165 o month.* Be-
cause the average 1951 solaries in the minor leagues closcly parallel
the uctual salary limits imposed by the National Associtlion Agree-
ment, the subcommittee, felt justified in us'ng the annual salary
limits ns a basis for comparing minor-teague salaries, 192950, Salarios
in the AA leagues have demonstrated o 2-percent gain in that period,
but in the lower leagues, present salary levels are below the 1929 level.
In the A leagues, they are off 3 percent; in the B leagues, 18 percent;
in the C leagues, 13 percent; in the 1) loagues, 7 porcent.”  These
comparisons do not cover bonuses which acerue to the benefit of a
few players,

* Bee table of major lewgue salaries by ¢lubs. Henrtngs, p. 1010,

# Hearlugd, p, H,

# Hinrdegs, p, 1611,

W TEearings, p, 965,
% Hearlngs, p. 964,
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VIL Tre Resunve CLaose

The reserve cluuse is popularly believed to be some provision in the
[;lnyer_ contract which gives to the olub in organized bhaseball which
h‘rst signs plu}:n'r 4 continning and exclusive right to Lis services,
Comlrlussmrmr Friek testified thut tlis popular understunding was
essentially correct. ! He pointed oul, however, thut the reserve clause
I8 not merely & provision in the coutract, but also incorporates a
reticulated system of rules and regulations whicly enable, indeed
require, the entire baseball organization to respect and enforee cach
club’s exclusive und continvons right to the services of its players,
[t is therefore clear thut it would he jmpossible to understand the
reserve clause without alse muking a stndy of the many relevant ryles
of baseball.  Such an analysis, however, will be more meaningful if
it is preceded by a review of the history of the reserve clause,

A. HISTORICAL DEVELOPMENT OF TIIE RESERVE CLAUSE

. The basic principle of the reserve clause was ndopted 8 years hefore
it ever became an aelual elause in the uniform players contract. On
Scptember 30, 1879, the eight clubs in the National League secretly
adopted & limited reserve tule, by which each club was granted exclu-
sive rights to contract with five numei players for the sucereding year,
The original purpose of this rle wis to reduce costs by curtailing
competition for star players’ serviees, Subsequently, this rationals
was supplemented by the view that the rule was necessary hoth to
efualize competition among clubs with unequal resources and Lo
remove doubts as to the honesty of basehall contests by enforeing
pluyer loyalty to his contracting club.® )

In 1883, the National League entered the so-called national agree-
ment with its strongest rival, the American Association.  ‘This agree-
ment gave clubs in hoth leagues the right, to reserve 11 players, which
was the average complement for basehal] clubs of that era. This
pumber was extended to 12 in 1885 and 14 in 1887, us the improved
caliber of play required the enrrying of additional pitchers and
eatchers,

Players had no alternative but to accept these restrictive agreemoents
of the club owners,  All pleyer contracts contained the provision that
the players should conform fo and be zoverned by the leaguo constitu-
tion and the national agrecment.  The players therehy agreed iu-
directly to become ineligible for engugement by any ofther national
agreement elub while under contract. or while reserved for the suceeed-
Ing seuson.

The national agreement was nmended annually.  Beeause many of
these amendments concerned player-management, relations, the
players were obliged to read the sports pages n order to keep nbreast
with the precise terms of their contracts, They scon beeame unwilling
to consent to n contrnct by which they were subjected to conditions
not. mentioned in the confract itgelf. They organized the National
Brotherhood of Professional Baseball Players and through this union
proposed that the uniform players contract be amended to give the
players some protection. Tn November 1887, 2 eommitfeo represent-

H Hearlugs, p. 193,

B This hislarieal surmary of the reserve clauss 13 based on PV, The Exolution of Orpanized B all,
SUFR,
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ing the brotherhood met with a similar committee representing
Nutional League club owners. The committees replaced the obnox-
ious catch-all clause with relevant portions of the national agreement
affecting player rights. The players agreed to recognize the owners’
agreement not to compete for reserved players in retwrn for two
guaraniies: (1) That no more than 14 players would be reserved by
anyv club and {2) that no player so reserved could have his salary
‘reduced. The clause in the contract containing these provisions came
to be known as the reserve elause {(Metropolitan Frhibition Co. v,
Fwing, 42 Ted, 198 (C. C. S. 1), N. Y., 1800},

After the demise of the brotherhood in 1800, the National Learue
and other parties to the national agreement reverted to the practice
of changing the uniform players contract or the national agreement at
their own diseretion,

The reserve clause has undergone frequent change since 1887, The
provisions limiiing the right of reserve to 14 players and forbidding
salary reductions were eliminated shortly after the brotherhood war
of 1890, Adverse court decisions which denied specific performance
of the uniform players contract led to frequent changes in wording
designed to give the reserve clause the ndicia of an option to renew.
The basic principle of the reserve clause, however, remains the same,
Functionally, the clause still represents required approval from the
players of the clubs’ agreement not to compete for their services.

B. THE KESERVE CLAUSE IN THLE PRESENT UNIFORM MAJOR LEAGUE
PLAYER'S CONTRACT

The provisions of all major league player contracts are in tdentical
form. 'The major league rules spectfy that all contracts between
major league clubs and their players shall be in a standard form
determined by the major league execative council, and that—
no club shall make a contract different from the uniform contract or a contract
containing a nonreserve clause, except with the written approval of the major
eqague execcutive couneil.d
Each of the 16 major league clubs informed the subcomunitiee that
it bad no player contracts containing any exceptional provisions.

It 1s permissible for a major league club to enter into an employ-
ment contrict which is by its terms binding on both club and player
for more than one season. In a few isolated instances, clubs have
made contracts for 2 or 3 vears, but that is not & common practice.®
When the contract is for oiie season only, as is customary, the provi-
gsion defining the term of employinent reads as follows:

1. The club hereby employs the player to render, and the player agrees to
render, skilled services as a baseball player during the year 1951 inclading the
club’s training season, the club’s exhibition games, the cluly's playing season, and
the world series {or any other official series in which the club may participate
snd in any receipts of which the player may be entitled to share).®
This provision obviously places the player under contract for the

1851 season, or for whalever year is mentioned.

In addition the club is given the right to renew the contract on the
same terms for the following year, provided only that the player's

A ppendlx, beariogs, p. 1125, ¢t seq., Mafor League Rule 3 (a).

L Hearings, p. 45
# Uniform players contract, nppendix, hearings, p. 1245,
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régpecting employment, either present or prospective, between any player,
coach, or manager and any club other than the c¢lub with which he is under
contract or acceptance of terms, or by which he is reserved, or between any
umpire and any league other than the league with which he is under contract or
acceptance of terms, unlesgs the club or league with which he is connected shall
have, in writing, expressly authorized sueh nepotiations or dealings prior to
their ecommencament.,

This rule, together with the provisions quoted-above, deprives

every baseball player, once he has signed his first contract with a
club in orgauizeg baseball and until he is given a release by his emnploy-
er, of any right to elect, or even to bargain about what club he shall
play for.
- In addition to the substantive provisions defining the club’s right
to the services of ifs reserve players, the major-league rules also
contain important enforcernent provisions. Rule 21, for example,
specifies a number of grounds for declaring a player ineligible. Among
these grounds are such matters as throwing ball games, making gifts
to persons connected with competing clubs, and betting on ball games.
Paragraph (f) of this rule states that—

* % % any and all other acts, transactions, practiceg, or conduct detrimental
to baseball are prohibited snd shall he subjeet to auch penalties including perma-
nent ineligibility, as the facts in the particular case may warrant.®

Although breach of contract, or violation of n reservation, has not
generally been regarded as “conduct detrimental to baseball”, or as
sufficient ground for declaring g player permanently ineligible, it
seems clear that the commissioner of baseball would have the power
to so interpret rule 21.7

Rule 15 (&) deals more specifically with contract or reserve “jurap-
ing"”. ‘The first sentence of that rule provides:

Any player who violates his contract or reservation, or who knowingly par-
ticipates in a game with or against a club containing or controlled by ineligible
players or a player under indictment for conduet detrimental to the good repute
of professional baseball, shall be considered an ineligible player and placed on the
ineligible list.®

When Mr. Frick was asked by the chairman to explain in his own
language the effect of neligibility, the following colloquy ensued:

Mr. Frick, Inelipibility in iy own language would be the inability of a player
to play for any club; incligibility to play for a club in organized baseball until
such time as he has been removed from the ineligibile list,

The Crarrsax, 8o that, to all intents and purposes, he js blacklisted, as we
know that term.  Let us not quibble aboui the ferm. That is what it means;
it is not, My, Friek?

Mr. Frier. 1 would not quibble about the term, If you think it is “black-
listed,”” he is blacklisted. :

Mr. GoupsTeiN, Does it not go a little furtler, as long as we are on the subject,
fo the extent that if any player in orpenized haseball plays in a game either opposite
him or on a team with him, or if any ball-park owner who is in organized baseball
allows his park to be used for his playing in that ball park, all of those sctions are
sanctioned against by orpanized basehall?

Mr. Fricx. That is right.

Mr. Govpsters, In other words, there are prohibititions against his partici-
pating with other people or using any facilities of organized baseball?

Mr. Frick, That is right,

* * * * * * -

4 Hearings, p. 50.

1 Appendlx, bearings, p. 1146.
1 Hearings, p. t4.

1 Hearngs, p. 50,
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* CHATRMAN, ) i certain sense, as I take it v
gfé)éaﬁﬁz:&céll,llif f :.naln. ]'Sk ldecla‘:{ed ineligible for the c’:'mscs you lhéj.gg\;{‘fti?clin g‘;;
Jeklisted; he 1s ineligible.~ Anybody who has any relations wi h him, basebs
wise, whether they play with him or allow hi t mannge a ot what L ol
Wllow ins by piaY, Pl with 1 W nm to manage a elnh, whether they
as park, are in turn sanctioned agai 5t d ish.
ments are meted out to them, and they are deci hacligiblon o e punish-
Mr, Frrcx., That is right.l ) clared beligible.

The Cuarrmax, That is as I view it

Mr, Fuicw, That is right.7

'The practical operation of the
application in a specific case.

When Arnold “Mickey” Owen received hi i

' : v Uwen recetved his honorable discharee
%oméhue UlTnt_ed States Navy in 1946, he was under reservation by .tﬁe

roo I_y 1 National Leaguc club.  Unable to reach satisfactory terms
;:’lnh plnetlDoQEgerfs in ﬁ_he spring of 1946, Owen acceptied an offer to

&y 10 the Mexican League, Commissioner Chandler dingly
on April 26, 1946, notified Owen that Hlor nceordingly,

you have heen placed on the incligible list and y
petition for return to organized basehall for & perioj

. Owen quickly became disillusioned with plavin conditi 3
of the border. ~ On July 25, he petitioned C(I))mlt}nis:ioner Chz\?lsdﬁz(;ug}rll
behalf of himself and other Mexican League ineligibles asking that
the suspension be lifted so that they could return to orgu‘n,ized baschall
H1‘s\ il.etit.er \E')as apparently never answered. ' '
Mickey Owen quit the Mexican League in Aurust. rotu is
home in Springfield, 111, and through %m attorngy r’epeat;ge](}iqu{leﬁ
for reinstatement. Chandler’s answer came by way of a press rhelease
announcing that the request was denied. ) ) '

No gaod reason has been shown to the
be lessened or modified.?

Major league executives supported Chandler in his stand. Wrote

Warren C. Giles, now 3 i
_ >, ‘ president of the National Leasue
president of the Cincinnati Reds: crgue and then

It is my own opinion that reipstaterne v i
It s 1t staternent of Qwen at any time pri ‘
‘e.":\}f:;:'nitlon of a substantial part of the 5-year period, and then only ll)y ?gr}gittigg
B l' 1’0 g‘mrﬁd In & mouvetary way by going to Mexico, would he manifestly unfair
Players who put a moral {even if not o legal) obligation ahead of money,

Leslie O’Connor, vice i i Vhi

) : , vice president of the Chieago White Sox wrote to
olﬂer his cong‘ratulntlons. And Jim Galla,ghe;j business manager of
the Chicago Cubs, commended Chandler for his position, noting that
a firm stand on the blacklisting issue would do more to prevent players

se rules may be illustrated by their

ou will nof be permitted to
d of 5 years,™ !

comnissioner why this penalty should

jumping to outlaw leagues than all the lawsuits that could be filed from

Hoboken to San Diego.”

Although advised that he hed a meritorious case if he chose to
sue for his reinstatemont, Owen refused fo institute legal action
For 3 years, he repented his direct, requests for reinstatemont, even
offering to pay a reasonable fine, but without suceess. In the springe
0{ 1847, Owen sought to work out with the Lenvenworth (Klanss
Club,.but.. Clmndle.\r denied permission. Subsequently, he organized
& semipro’club,  The suceess of this club led to invilations from the
Missourt State tournament and the Denver Post tournament. In the

1 Hearlngs, pp. S1-52.

" Appendix, bearings, p. 1276,

" Appendix, heartugs, p, 1278,

! Appendix, hearlngs, p, 1777 .

T Appandfx, hearings, pp. 12791250,
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Missouri State tournament, Owen was stopped from playing after
his ¢lub took the field in uniform and was resdy to play before a full
grandstand,  He wns dented permission to play in the Denver Post
tournament & week before it started.  In both mstances, the prohibi-
tton emanated from organized baseball which controlled the parks.™
In November 1047, Walter Mulbry, sceretary-treasurer to Commis-
sioner Chandler, advised Owen that to play with the outlaw Cuban
League that winter —

would close the door fo your reinststement in organized haseball in anything lesa
thin the H-yvear ban presertly in existence and perhaps for hife??

Owen apparently played no baschall in 1948, devoting his encrgies
entirely to his farm and the solicitation of other ineligible players to
join hun in applying for reinstatement.  In January 1949, he and
seven of the other meligibies, petitioned for another chance to play
baseball, but the request was ignored.  During this period, Owen also
attempted “to bring about an amicable settlement” of litigation
brought by Daniel Gardella nnd others against baseball, for which
services Chandler Inter offered $2,500.°  Final reinstatement did not
enme, however, until after organized baseball had reached pesce terms
with the Mexican League, and the courts had denied equitable relief
to those players secking reiustatement in legal actions,

Although most of the representatives of baseball appearing Lefore
the subcommittee seemed to feel that the punishment meted out to
Mickey Owen and the other Mexican League jumpers was unduly
severe, and that the Mexican League fight represented a unique situa-
tion, the mmcident nevertheless mdicates the extent of the powers of
the commissioner of bascbhall, under the rules of baseball, to invoke
private sanctions against players who show disrespect for the reserve
clause,  Another illustration of the scope of the commissioner's powers
15 pertinent to this discussion of the reserve clause,

After 18 men “jumped” to Mexico before the 10406 season, the
commissioner of baseball ruled that they should be ineligible to play
in organized baseball for a period of not less than § years, The com-
missioner presumably predicated his decision onrule 15 (1) as it existed
at that tune®  The rule then mevely provided that any player who
violates his contract or reservation “shall be considered an ineligible
player and placed on the inaligible list,”  No period of ineligibility
was gpecificd in the rules and there appesrs to have been no precedent
for imposing i penalty of 5 years ™

After the penalty of & years had heen inflicted, the major-league
owners ndopted an amendment to rule 15 (1) which, in the words of
its author:
merely confitins the cominissioner's action on the players that jumped to the
Mexiean League®

This amendment, which is now the second sentence in rule 13 (&),
reads as follows:

Any player who “jumps’ his contract or reservation shall not be eligible to
make application for reinstatement until 4 date 5 years after the date he has been
placed upon the incligible list, nnd he shall not be qualified to apply for reinstate-

" Hearings,

A ppey

1* Acnendix, hearls

B Hearings, v 56, o1, 5eq,

1 Hearlngs, p. 57.
3 Ueéarlngs, po 6o,
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tment in the avent hic has knowingly participated in a game with or ugninst o club
-contnining or controlled by ineligible players or a player under indicl.i:ncul for
~condnet (l.etrlmu_n!ul to the good repute of professional basehall within I ye

prior to his applieation for reinstatement. ! et

‘This rule would quite clearly prohibit a player who had violated the
reserve clause from returning to organized haseball until the end of
his 5 years of exile. Tt would seem equally clear that it wonld deprive
the continissioner of power to exercise any discretion in the mattoer,
_Nevertheless, before the 5 years had expired, and without any elhinneo
having been made in the rule, the commissioner reinstated ol of the
.\-[.cmcun Jumpers.  When asked what authority there existed for this
remstatement, Ford C. Trick, who has since become the cominissioner
-of baseball, responded as follows: ) “ i

Mr. Frick. 'That, sir, T do not know, exce 0INMmisg]
] ) sir, : , exeent the commissioner has verv broad
nuthority to build up or tear apart as 'he secs fit, and I supposce it wns on that
-basis that he figured they should be reiustated.

lh\’: CHAIH\!\'\ Ih)\' the jas 2, | J¢nse (l e L SO
. MAN, Ui, the cominiasioner, in lhﬂt sense, waonld | i i
SUnto h nself? * ’ r Je i t ()f i law

AMro Pricg, That is right.»

As has been indicated by the above discussiond the so-culled reserve
-elavse is much more than a contractual provision that o player shall
render services Lo u particular employer for 2 toug term,  It'includes
not only the perpetual option to rencew found in the contract but nlso
the comprehensive system of rules bu ttressing that option, including
provisions for private sanctions to he collectively applied at the
direction of o powoerful commissioner. These rules of basehall
coupled with the commissioner's wide powers, are particularly inu-
portant in considering whether or not organized baseball is violatine
the antitrust laws, whelher it is in need of any exemption from sucﬁ
-lta}ws, and whether it is in the public interest to allow it any siuch exentp-

1011, '

In view of these facts, it is somewhat surprising t Ir. Fri

blandly stating to the sn’bcommittcc: rprising o find Mr. Fricl

. Frankiy, gentlemen, T don’t see why all the furor about the reserve elause,
Basically it is & long-term confract which is nothing unusual where distinetive
personal services are contracted for, [ read by the papers that Milton Berle has
Just signed snch a contract for 30 years. The only difference in the baseiall

eontract s that the player's salory is renegotiated aunually an the basis of the

serviees rendered the previous senson—subject to a limitation in favor of the
player that the maximum reduction may nol exceed 25 percent.  There is no
limitation on‘the amount of the incrense which may be asked or paid.**
L4 bl v v
. llh’c .li}lr;‘m‘m.[ renegotiation of & baseball player's salary is not the
\{1)_1; Vo« }1_3 mlence between the baseball contract and 30-yesr contract
~ilton fderle is said to have signed.  Among the i rtant differ 3
P part | “h signed. Among the important d:tlmepcc.s
etween them are these two:r First, the many competitors who might
hire .\’[lllOn‘B(zl‘le did not enter into an ngreement with each other
that none of them would hire him, or any other periormer, unless hoe

sipned w 30-year contract containing terms agrecable to all of them,

B M. Berle did not want such u long-term contract, he eould at, least
have negotinted with other prospective employers for u different, L'vpc
of contract. A basebnl! player, however, eanmot practice his chosen
profession by playing in organized baseball unless he aceoptls the
reserve clause.  Secondly, if M, Berle and lus emplover should have
a dispute which they eannot resolve between themselves, the employer

" Heirings, p. 62.
W Hearfings, p. M0
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must rely on the processes of the law for enforcement of his contruet;
organized baseball, however, lias developed an elaborate extra-
judicin] system of invoking private sanctions as n means of enforee-
ment. The concern about the legality of the reserve clause stems
largely from theso two differences between the eontracts mentioned
by Mr. Ivick,

€. THLE RESERVE CLAUSE IN THE MINOR LEAGUK PLAYER'S CONTRACT

All of the minor league clubs in organized bascball are also required
to use s uniforra player contract.  The reserve clavse in this contract
is protected by regulations found.in the National Association agrec-
ment and in the major-minor league rules, which are practically identi-
eal with the major league rules referred to in the preceding section.
The reserve clyuse in the minor league contract gives » club the same
exelusive and perpetual control over its players as does the reserve
clause in the majors.

There are, however, important difficvences between the two con-
tracts which are relevant to an understanding of the effect of the re-
serve clause on the bargaining position of the player. Before detailing
these differences, it should be pointed out that over 95 percent of the
players in organized baseball are in the minor leagues. Although
public attention and discussion is usually directed at the major leagues,
mn terms of the number of players involved the problem is almost
entirely & minor league problem.  Father Francis A, Moore made this
point in the following langunge:

I fes), from the little I have been able to read of these hearings out on the Pacific
eoast, that tao much attention has been centered on the two major lengues, I feel
that the publie is not permitted to realize that the use of the rescrve elavse aifeets
not only the players of the 16 major leagae teams, but also the men on 446 minor
lergae tenms, aceording to the latest data [ eould gather from the Sporting News,
which is quite a group of American ment?

The contrust between major and minor league baseball was also
described by two former minor league players. Ross C. Horning, o
graduate student at George Washington University, made this com-
monkt; )

Mr, Honrniva, The general public, or baseball fan, when he thinks of baseball,
thinks of major leagnes.  He thinks of Joe DiMageio or Ted Willisms.  He thinks
of huge salartes, of terrific baseball parks and heautiful lights and marvelous con-

ditions, hotels, trains. That 15 baseball. Only 5 percent of baseball playvers in
the United States play that way.
¥ * * = + « -
Major lengue baliplayers are the cream of the evop.  They are the best.  There

nre 400 muly‘or league baseball players.  That is about 5 percent of the baseball
players in the United States.  If you add 600 triple-A ballplayers and 400 double-
A ballplayers, they nre not more than 15 percent of the hazeball players that play
i this country, )

Mr. Iivuing, There are niore Members of Congress than therz are major leegue
beschall players; is that right? f

Mr. Honning. Yes, there certainly are.  There are only 400 at one time?

Cy Block, another former player who is now a life-insurance under-
writer, expanded on this thougit. He testified:

Thare is a wide riscrepaucy between the wajor league contract and the mivor
league contract. .

Although baseball is suppesed 1o e under ene head and one contract issue, there
is such a vast difference between the two contracts that it really is ridiculous,

t W Wearings, p, M3
¥ Tenrings, pp. 372-373,
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There are actually 400 major league hlavers i

p]a%ers, whicn is over ‘.)5.pcrcjunt of ﬁ;;{gi)?jllll.ljla} rs andt over 8,000 minor loxgue

oday in any big corporation your corporation seecs tha
Hoyee relationships are on g firng basis, They look out fc
see that they are well setisfied in order to build np their bu
It Is just the opposite.  They just know thut in the major
taken care of, Everything under the sun ig giv
contract. It ia the finest countract v
waiver rule, but in the minor leagues

t your employer-em-
or their employees to
siness, but in basebal]
!nagucs they are well
Cn L0 # mpjor leapuer in his
ou want, except for one minor rule on the
gues, it is just the opposite,*

As these witnesses indiented, it is of course quite clear that the 400
ajor league players are “the creum of the erop.”  Accordingly, it

- - vy £ 2 N =

I{a standard bractice for every player who signs the uniform mn,jor
17344 7 o ) . : 1 ] i 1v]
‘L&D!;OI p_lf;yc,l § contract to represent that he is a uniite individual,
(:;i.pﬂ, sla o.s%)m’f?rlnung services ol a special, unusual, and extraovdinary
¢ mmct}.et. Ihis standard provision is apparently designed to over-
(..mfuc the rule of law that a contract for personal services cannet be
1] 1 r o r .
e ?r(,e(l by a court of equity unless the eniployee’s services are of
such a unigne chamct)cr that they cannot be duplicated. The uniform
l\r;mm leaghe Dplayer’s contract contuins no comparable provision,
~Nevertheless, if a player breaches his contract or his reserve——
the anms ssnctions may be applied against the

; , minor les rer as
applied against the major league player.® nner fengue player as may bo

Despite the fact that the minor league player is as firmly
the reserve elanse ns is the major league play 3
give him comparable protection. i
terminate » player’s contruct beem
skill to stay on the team, the play

. bound by
er, his eontract does not
If a major league club elects to
tse he l.slné)t e:(lhibit-ing suflictent
] or 1s entitied under clause

major league contract to receive 30 days pay. -'I‘hel!gui;o Ifnogut?ﬁ
elause in the minor league contract. George M. Trautman presidoﬁb
of the minor league organization, testified that a minor leajzua player
1s not entitled to any advance notice of termination, and that the
practice 1s not to give him nny notice. ’ .
_ Mr. Stevess, e s entitled to no notice

immediately? '

My, Travtdax. That is right.

Mr. Keatrio., Does that usually b s g i i
Are they T ljoes that ¥ dappen when the contract is terminated?

. ;“d lﬂ.i\UT.\(AN. During the playing season, there are not very many tenni-
ntted.  There are usually assignments made, rather than terminntion, -
* * * * *
Mr, Srevens. Do you know | i ivi
Mr, Sreveng. now the practice us far as giving notice whe i
a t{e;lm}l\ahon? Do they usually give it? ' B notico when there s
MrTRAUTMAN, Yes; they must give written notic i
3 ice to the playoer .
to our office, and the reasons therefor, player, with  copy

Mr. Stevexs, s it given long in innti
TVENS, : long in sdvance of the actual terminntion?

1“\\Ir. ’{.‘_rmu'rhm.\'. No. 1t is given on the date of termination.

Mr. S8vevExns. Just the date of termination?

Mr, TravuTMaN, That inspires the pleyer to Lustle a litle all the time,#

and his contract, may e terminated

* ®

S Hentiogs, p, S5

:'4(.';.1”;%; {:\‘j] reads as fallows:

‘4. (a) The player rapresen by and agrees that ha has sreoptiomsd and
player; l_i'ml: !IIIJ aogvices to bo rendered horeunder pro n '}ll n:p-‘.'r:i:linm‘l]l?s‘gﬁn ::-I
which gives them pocrllar valus which oannet bs ressonably or ade s
law, and that the | i

nnd ability nsn basabal)
i | Bl n:::r:v:ulrdininr}-l character
’ 3T Bleutely oo pansm e g

¥ A SRl Fer's brench of bhls contraet will catse Cha cluh great and ;::':]I:IL'IJ|ll'er;gjl?r;;::;ll;:i:ﬁf:
o ol rq:ﬁlF;.J;- rr'm‘rhﬁslrrhtl. 1|::u“f~|r'1mt" Fat:-i!lw :Ieu:- -.I!-.\.'l.:|1||n l:'llji: shadl b aatitled to fnfunctive aod

M 1 9 piresr teh al Hus confrsct by 1he player, meloding, among ot b 1g

o TN b oo ¥ £, £ GLhars, the Sght
[T.Ill.'llJ.i'l?l Utk player from playing bambal) fur any obher porson or organlestion during the term of Ll;lstczrm-

& Meag lugs, n, 2,

© W Hearings, p. 208,
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Ross (¢, Horning, & former minor league player, made this comment
on the dilferences between terminntion of the contract in the majors.
and in the minors:

Imagine that Ted Williams, for examuple, was hitting 200 on the izt of July.
He would never lese his job. ITe would never be fred, He would always
receive his year's contract.

That is not true in w minor league case: if w jnan was hitting 1200, he would
probably Jose his job on July 2%

Cy Block, another player, felt that this difference was very im-
portant. He testified as follows:

In yvour major leagues if you get a release, if they give you a release, vou are
entitled to L month’s pay. It = a wonderful provision that gives you an oppor-.
tunity to contact other major lesgue clubs or minor league clubs, and you have-
got a month's salary in your poacket to at least hold you up until you get another
job.

Tu w minor league you could be plaving in Podunk and get released in 24 hours,
without pay, and you are stuck. You have just got to go out and get & job on
your own without uny pay,

I do not think they should give a month or such, but at least 2 wecks' pay to-
give you an opportunity to find a joh.®

Another significant difference hetween the major and the minor-
leapire contract is found in their provisions for compensation in the
event that a player 1s injured playing baseball and is consequently
unable to perform his contract.  In the majors an injured player is—
entitled to receive his full salery for the feason in which the injury was sustiained, v
In the minor league, howover, it is merely stipulated that—

Disability directly resulting from injuries sustained while rendering serviee
under this contraet shall not impair the right of the pla{cr to receive his full
salary for & period not exceeding 2 wecks from the date of his injury. = ¥+
Referring to these provisions, Cy Block made this comment:

In the major leagues, if you are injured you are paid for the season,

In the minor leagues they are only liable for 2 weeks' salary,

In the spring teaining, if a follow bresks his leg, they give him 2 wecks' pay,
and he is through when the geason opens,

- L] * L] L] L ®

I believe that if o man is injurced during the season, he has signed & contract

he is entitled to that salary, [t is through po fault of his own that he was iujuret{

on the ball field.  And the least the club can do is to indemnify him,
Alost fellows have o family to support.  They give thelr best on the field ¥

Upon termination of his contract, a major league player is entitled
to receive his reasonable traveling expenses to his home, wherecas a
minor leaguer has no such right.  The witness explained:

In the major league contract, whan your season ends, they pay your way homie,

In the minor league, you can live in New York and play in California, and when
it ends, you heve to pay your own wity home.

f you have a family it costs 3300, or 3400, or 3500. They do not have any
arrgngenent at all¥

The problem of raising funds to provide minor league players with
enough funds to pay their cxpenses hack home has sometimes been
met by holding special benafit games for the players. Congresaman

" Hearliigs, p. 372,

* Hearlngs, p, 581,

M A ppendix, besriags, p, 12583,

»" AIJ-:MM!I. baarings, p, 1258,
; % Hearlngs, p. &8,

¥ Hearings, p. 5590,
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I-}I(;rlong, former president, of 2 class D league in Florida explained
this practice in the following colloquy with counsel: ’
Mr, Gotpsrein, Do they also hold he g : i
Y iy Bl ¥ also hold benefits to help pay the traveling CXDenyes
. _Mr. H 1;(;1 LONG, Mosr}“clubs did at that time,
ey can do it now. ey probably can, They have wh
; 0 it 7 an, 23 e what they eall or'y
mgflft nlt‘_l,hc -:Iin.;.c offi-‘hu season to get a livtle money for them to ggt hon:lc E:l-:lyw °
.“r. I_ir.*fl_.lmr_}.jx. ,-ID get traveling expenses for them to Bo home? '
A 'T.“.T[il.()‘:\h.r‘lﬂh. Some clubs make deals where thoy nEree Lo pay their
c,\x{clnm:: yack }fmme as part of the contract at the end of the'seasan
.“r. I(_fm.nwt:m.'mlio 1.}11:}‘ de that in your leagnn? )
Mr. IIkrLoxnG. They have done that Swhere it s : 3 :
put it ONG. | ilsﬁlf. at, but where it 35 done that has got to be
Alr. Goubstemn, In other words, it
Mr, llertoxg, That is righl, but
write in these provisions, =

I do not know the rule—whethor

i8 not a standard provision?
they have & place in there where they can

Other witnesses descri [ i
sfes described such bencfit pames 3

commtar g 3 in other parts of the
i Tlvl.(] (}urest,mu of paying a player's travel expenses home would not
)0]“ orthy of note if there were not sueh & wide difference between the
sa u}rjl,f\level_s in the majors and in the minors,  As is noted elsewhere
:}ht. 13 rept_uil_,, the lmgdum salary in the majors is 311,000 per your

ercas modian salaries in class : g 5165 ‘ o

Jercas mod 1 mlebl‘lfn_(,lu.s&. D leagnes are $165 per month.

o here ¢ unportunt differences between the contractual provisions
re aur{g to salarics.  While a player is with a major leage team he
m;ls[‘. be paid at the minimumm rate of 35,000 per season.  And, as top
sa ar153'5 01 390,000 for the 1951 season indieate, there is no rule fixine
& maxunum ceiling.  The converse is true in the minors. Players ire
not, p-rfl)tected by any rules establishing mmimum salaries, but, in all
1111!1011 eagues except the Pacific Coast League each club’s maximum
monthly pryroll is prescribed by a rule of either the National Asso-
i:.mt:loni og of the league. Since the number of pliyers on a team is also

, . . ) . . ' - . .

:JTJ:? thboulela%l!le 1ulle.~_., the salary limits fix the maximum BVOrige
safary, though they do not prevent individusl salaries fr ; ing
, Iey \ : dividual salaries :
et es from exceeding

) P 3

_ Congressman Herlong gave the subcommittes the follow
tion of the salary limit in the Florida State League:

These teams are limited in w

: : 1 what they can pay a bov., Now I y
e i, : y ¥. A sure y
urludu_-.nt:md ab-out the salary limits of the different ball elibs,  In that !lt'ﬁ.:‘fl: lil(;u
E_;.]l':lllll!“ﬂl: ll'lllj‘l': to have 15 mm{?n t.lm]w active list and 21 under control.  Some cln@g
sagles have as many as on their active lst, but in this le 2 th i
them to have 13 men on their active lis ' ety T Eiey permiv

: _ snetive list, and the total salary limit that s
.l;\:ll cti?\.:‘cilL tshgméc El_‘.’(il‘:":‘, cxiuluswu of I.l;fu manager's salary, s $2,600 pct:'t rgzﬂtlf)lb

e 32, ¥y 1o end you get $173.33 & manth, which is the ave ary
for vach one of these players in that leapue i .-m_}:ary-

ing deserip-

The president of the National Association deseribed the method of

computing the average monthly sal d L
- lory & minor league ¢ oy
s follows: Y 3 leagne club may pay

To arrive at the average ] i
To e ge monthly salary which any club may nay
limit should be divided by the number of players available to rlj'»]l.:l‘) during its

“eut dawn period, Thas, the pverage - i .
$152.04, determived by dividing S'Z,G{)U‘%(;- ;u?(l:lnl.hl_\ salary in class D would be

the salary

' He 1'e!‘er!‘ed, however, Lo three ways in which pluvers received more
compensution.  [isty elubs often "employ player-managers whose

W learings, p, 452
“ Hearliigs, p. 445,
1 Heariogs, p. 190,
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sularies are nol charged ngainst the salary limit.  In such case the
salary of one less player will be charged against the maximum payroll,
and, #s Mr, Trantman indieated, the permissible average may be in-
creased by about $10 or $15, depending on the classifieation.® See-
ondly, players who are optioned down from a higher classification
club to n lower classificntion club receive the compensation at the
level of the higher classification.  Aud thirdly, players sometimes re-
eeive bonuses for signing their first contract,  In addition, several
witnesses testified that independent club owners are often compelled
to violate the salury limits in order o compete with farm-system
clubs®  Despite these fnetors, i is plain that minor league salaries
are not nt alll comparable to those in the majors, and that the rules,
instead of guarantecing the plavers o minimum salary, impoese max-
hina in order to equalize competition among the owners.t

Another difference between the two standard contracts is ¢hat the
salary stipulated in a major lengue player’s contract cannot be re-
duced during the season,” whereas o minor leagne player’s salary
muy be cut us a result of an outright assignment of his contract to a
lower clussifieation club.  Cluvse 5 (n) of the uniform minor league
contract, which deals with assignment of the contraet, eontrins this
sentence: e

If the assipnes is any other club’[not in the same classification ns the assignorl,
the salary rate Shall be the sweme ns that usunily paid by said elub to other players
of like ability ®

Cy Bloclk’™s corament on the fact thet & minor leaguer's salary can
be reduced in midseason was this:

If you are in a major leagne and sold to the minor leagues, as in the case of Joo
Pugre, he liad abont $20,000 or $22,000 & yvear contract with the New York Yankees
when hie was sold to Kuneas City, and he reecived that rate of pay for the season,
That was in his contract.

In the minor lesgues, if you are in the International League or, in the Const
Lenpue and receiving, =ay, 3900 n month and you are sold w a lower lespue, they
cun cut you to 26500 s manth.  That is not fair, because when you zign a contract
you figure that is the galary you are going to get.  And if you are sold to a lewer
lergue, your salary should be the same as vou originally sizned for, because that is
what you base your living allowanee on and your plans for the year,  And it just
ig not right to cut your salary.

That should be warked out whereby if you sign a contract in the minor leagues
that is the salary. 1 do not care where vou g, You do not make enough to be
eut. This happens every day during a senson when players wre sold to lower
lenpues,?

[Te also pointed out thet in the major leagues a pliyer is allowed
$25 a week for expenses during spring training,  After contrasting
the salarics In the major leagues with his estimate that—

* & B

$2,200—
he went on te deseribe the problemn confronting a player in the spring:

the average salary of o ballplayer throughout the minors is about

You ean save, possibly, S1,000. I will give them the benefit of the doubt.
You may have a job in the wintertime, It is very tough getting a job, he-

¥ Tlearings, p. W

1 Clte MocThall report and sthinony,  Hearlogs pp. 20601069,

8 Hearings, p. 5060,

V11 tha salary stlpulatod i a major Jeagae Player’s sontract 13 less Than 33,000 [y sear, Il compensation
ol nawerthelos be al the rade of §5,000 while lo 18 playicg with n mabor Iosgaa cloh, snd therelere his petual
oom pensstion ooy T reducsd fiom tha minimun mie of 5,000 to the lesser flpubated @l wpoi leanafer
to tha mingrs, anpesdix, hearings, p. 118

* hopandix, besrings, p. 1246,

' Hesringa, p. 888,
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cause most employers will not hire you during the w

5 " ’ inter, beeauss c
You are going away in the spring to play ball, v Tt g S now

Fo you have saved that 21,000 nnd

you have got yourself 4 job.
Spring training comes along, and vou e to sprigp ining i : mi ;

g E ek imnuing som z, 3 3! Driag training in the minor lesygues,

witah?-:?:; firat ‘];:!)'du_\' 1.:'lnnt un{.it".\la_\' L. You huve spent 8 weeks without pay
anyimng, and your billa at home still continue to hat

- g e : . bl E ! mount up, s0 ths

‘{l,ﬂ[})ﬂ i.hl]t}ﬂu. aved up actiinlly goes, beeause you have got to pay hills E:’L honwﬁE

you have to pay all of yvour hills, nud there (s no maney coming in. .

Ho by the time the sensom sinrts 5 i i
! 5 You are starting clenn again An is 7
usual run of the miner league ballplayer s wgain. - And that s the

The above comment is primurily directed at the situation of the
’Ir‘llnc)l"l(‘,uwle player who is married and hus a family of lis own
Ihat is also true of the contrast between the allowance of moving
expenses when g major league player is traded and the absence ogf
any such provision in the lni'n()l'llcn'gz_ncs. T

' In the S b lengies, if you are gold or traded to another ball elub
¥ 0;1 u;;,r.o 3500 for moving expenses, for yonrself sud your family. ’
5 mn t.”::.r_n.u'm{r 'lcﬂgum' you conld puy for an apartinent in, say, May and pay for
; b ocl;nr t;‘ 1(1; adv .~|.nlcu.-, \\"nl;}c:h is ]t.hic usnal proeedure, and they will sell vou the next

wy ade you o another club, and you are stuck, ‘I'here s i \
ok - e ! h e stuck,  There is nothing you can

They do mot allew you & dime for moving expenses for your family, They

will give you transportation to go to that ch
s ! s g e : i, but y e gat 'y ¢
family’s moving expenses.® o R Pk Lo g ot oven

they allow

The assignment 1 ' : er’s
ol 5 _T}n.me,n.t o{ t n]unor l(.ugz{c plaver’s cottract may, however
jork stp on even the uminarried player, Ross C, Horning t-f)lni
lt. 8 subc'.mn_mlt.l({e aboul.‘t.wo‘mu.-h incidents in his career, In 1042
dm w u_s} plln_\i'mg \}'1}-}1 the Sioux ¥ells Club in the Northern Leaguo. Ho
escribed how hig contract was transferrod when his s ]
! ) : : e 1L his tenm was
Dulath, Minn.: cu s

o » Iha(_!'t-akcn batting practice with the Sioux Falls team
pepper with the Sioux Falls temn, and the man from the Duluth tes
te me and said, “Would you sign this contract?”
contract for the Duluth team.

'_I‘T'crufnre. I was on the Duluth team and | w
uniform, and I took batting practice with the Dal
hlou;{ Falls Club suid, *“What are vou d
batting practice with the Duluth team 1Y

Vwas playing
CAIN CATNE OVET
and T looked at it and it was n

ent over and put an o Duluth
] ith team, and n fellow from the
oing over there?” and there 1 was playing

Despite the fact. that Lis zalary was ruised from $75 o month to %00
a month, Horning objected to the transfer heeause player st sy
his own living expenses when his team s at home, und when ll:)rnlin.
was traded, the Sioux Falls Club had just finished 2 weeks in Qinui
Falls and the Duluth tenm was home for the next 2 -\'vr-cks L'I‘h‘n
Limaing of the assignment of his contruet meant that he had to bay his
expenses for four straight weeks instead of two. Tho 1'01:1&i0139hi;3
between this type of ineident and the reserve elanse Wi brmx;rhl.‘nut
by Mr. Horning in the following colloquy: ’

Mr. Srevexs, Did you muke
L o

A, NING. Yea. : : i 20 < i
l_-ml;\\'_bvl‘ore he finished thnl.(‘hﬁr\%gtcx(]ci111,(1-11111intbt(ljl‘z-toﬁv?o?:l: ?t(;ntllll:.tt, I"cl'ﬂoi-lrllfllng g
far any other basehald team in the United St and [ AR

] L ates, anyway, and o [ may just
well play for him beeause if 1 di 3 im, he ‘ m playing
haschall - So T plhoey did not play for bim, he could bar me from playing

any objeetion to the Duluth management and

V Heasings, p, 234,
1 [hd. e

1 Hearingd, p. 341,
1 Hearings, p, 352
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Mr. Senvens, Did he tell you that?

Mr, Horxing, Yes, sir; he did.

Mr, Stevens. And when he told you that what did you do?

Mr. Horniva. Tgaveup. There was not much that I could do.!

Mr. Horning related another incident which transpired in 1947,
the season after he had been named all-star second baseman for the
Northern Lengue,  In the winter of 1946 the Sicux Falls tenm, which
held his coutract, bocame part of the Chicago Cub farm system.
After playing with Sioux Fulls for abont a month in 1947, Horning’s
contract was assigned to another club farm at Hutchinson, Kans,
He explained his reactiong to this transfer in the following colloquy.
with Congressman Keating:

Mr, Kearing, Did vou object to that at sll?

Mr, Honwivg, Yes, sir, I did object to that, [ feit I bad o fairly decent year
in 1016, I liked the city of Sioux Falls. I was going Lo cellege in Sioux Falls,
It wos at a time when Sioux Falls had quite a housing shortage. It was very hard
to obtain a place to live, I had a very fine room at the YMCA in Sioux Falls,
one of the nicest in the United States, and I did not go for 2 weeks.

Mr. Kearino, Was there any netion taken?

Air, Honxing, Yes, sir.  They pluced me oa the suepended list, That is, I
could nol pluy for any other baschall tesm in the United States in organized
haxeball.

Mr. KnaTivg, You were suspended by the elub? ?

Mr. Homwiveg, [ was snspended by the Chieage Culss for refusing to report to
the Hutchinson Baseball Team, although if T had been a fres agent [ could have
obtained & job easily within the Northern Leagoesome plaes. % % % fnd then
when I went! to Hutehinson, Kans., T paid rent at the YMCA in Sioux Falls and
at Hutchinson, Kans,, at the hotel, 20 that when [ caine back in the fald I would
have a place ta live, to go Lo college,

- * * * - * *

Mr. Syevexs, *= % ¥, How long were you suspendod?

Mr, Hokxive, Two weeks, [ had no income. So 1 finnlly went into Mr.
Levenger's oflice and toald him I would be willing Lo go.1?

The subcommittee received evidence that other players have had
objection to the assignment of their contraets, even though the assign-
ment meant promotion for the player. In response to a question by
Mr, MeCulloch of the subcommittes, Congreszman Herlong explained
that o few players would prefer 1o stay in the same location rather
than to advance:

Mr. McCuLrocu. Did you ever have s young man of 15 come into your league,
who gave some evidence that he was able to move up but who wanted to stay in
apite of the fact that he had the opportunity Lo move up?

Mr, Herroxg. Yes, we have hed some of them thet de want to stay in the
class D bizsebal) leagiie,  That is the very rare exception, but there are a few who
like the place and like the people, and who maybe have s job in the wintertime
there nnd whe would like ta stay there. There are n few but it is a rather rare
excoption. t :

The same point was brought out by Congressman Bryson in a
slightly different way:

Alr. Bursox. Buf you de find ealisted men in all the branches of the service
who prefer to be chief petty efficers in the Navy, for instanes, rather than to be
an ensign. o )

Mr, Henwoxna, And you find those peaple in basebsll, taa,

Mr. Brysoxn. Anrd you wight find n congreesman who would prefer to stay in
the House, [Lapghter.) ™

One pluyer even testified that he had objected to hiz promotion to-

the major leagues because he felt that he could earn more money in

W [Qeariegs, p, 357,
IV Hmrimgs, [, 450,
, U Heartogs, p. 451,
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the minors than with the major-league club which controlled his con-

tract. Al Widmar, pleyer represontative of th is i
testified as follows: i e .e St Lous Browns,

U Mr. STevess Well, Mr. Widmar, even the I
: L Mr, ceven though the offer was for heg 2y
!.hs:.n _i)’ou had been making in the nimurs, did they not suggest toog'otlhi};]t?lé%'
prL\s.If b‘:ﬁ?f playin Tin the major leagues might make up for that fact?
i tx;, WibMar, Well, I told them that [ had o family to support, and that tho
prestige was ot what you support a family with, and I would ruther stay in the’
m|2;nr lseggues wh‘c{re 1 c:)duld make the money,

S STEVENS, You told them you would prefer to stay In the
& gontract on the terms which had been submitie ; *

{'gr. {E‘.’Inu.m. Tgl:;\‘. e reen submitted to yon?

Jir eTEVENS, Did you reguest to ho permittod to stay § i

) . ] ¥ in the minoms?

@ ;\%r E‘-'I:DMAR. Yes, I did; f told thim if [ conld not make g rlccc;n. sr:lury in the

g -lengues that 1 would want 10 stay in the minar leagues, where T was's f
mn{;fmggu tot 1:er.u§- aalary, o o e o

o SrEvens, But sinee you were the property of the Brown

) : ) : s they he :

?uﬁhonlt_\r under basebal) law cither to sign you for the Browns or qto ;)t;)(':\.li;lur,l ?23
ml{?rp\::'?;l';x\?j:th_;r in "'f-'ﬁ mﬂ]olré; or the minors; is that correct? ’

2 Mar. Yes, ey told me that | ] ;
could g0 0 the verantan: r%:liretl hr:tJlt:‘ at if I did not want to play, why, that I
| The mllbcommit-_tee lias 1o way of knowing how frequently miror
t%agtuehpwayer.s ob_]ccb to _bemg: transferred. Tt does know, flO\'-'eVOl“
: ut tl&se players, especinlly in the lower clussifications, are moved

rom club to club with surprising frequency.  George Trautmen, the
head of the minor league oflice, testified thut— : o

:B?’Exi.’tihml 40,000 plaver contracts were

minors than sign

approved by the national avsociation in

Since there are about 8,000 3 1 i »
Sine . 8, players in the minors, Mr. Trautmaen:
was asked whether the figure of 40 000 contracts indicated that each

piﬂ-b Cr ]-‘.b, on t‘hﬁ ayeniie 1 ed une eac S0a30. II G T~
£, ASSIen h? e f
=1y g 3 h £ aq

Wo have bad players that have been assigned ten times in one seascn 17
He ncknowledged that particularly in the C and D
qméfl: n turn-over in personnel, although “the B’s are a little -more:
isﬁenbl.:her If“;)rell_mr}tl)gseis?ngru}mrisml, it might be noted that in 1910 :

e were ubout 7, players in the minor leperyes ly )

contracts were filed with the National Associalion o 1eh vl ol
! ] ot - Association—a turn-over

only 43 pereent during the season.' TonT turmeover of

qta:\li{::%,lrifutﬂﬁ I}Iuyers'reflerrerl to other differences between l-heir;‘
5 s 9 Ol a major league.  Major-leagie players are olioih
to participate in an elabor i et 15 o monsion fnle
: : ite pension plan; thern s 31
for it o Wi ehuborut i 1; there 15 no pension fund -
LGIZH 1e difference in playing conditions j:

or leng ‘ 1itions is suggested

by one incident deseribed by Ross Ho?nigg:b ne s snegested

Mr, Homving, * + 4 Wa in S ity, -
5 NING, played in Sioux City, Tows '} e
Eaf{le 1‘& the evening, get on our bus, known as Stuc :'r['s“S':;:auwr—L g} bo finish a -
Mr Stevens, Known as what? ' °

Mr, Hornive, Stucker's Sten y

My, WNING, Stue) sumper,  The wan who owned the elub w, >
llu%;ch%t;::g;r " E}:z_,dbth}s was an old, bcat.-pp Ford, & bus, in \\'htic&lu\:e‘}l?tsd nt;:ﬁiﬂ
o t-hingsoin tll‘;i‘i f'.)l:;'-; u:rclidvigplrl:-'tf-d to g;iu n]lC_our sl;nitca.ses Laseball bats, and
el o .It iﬁ" | tha Cave soux City about midnight and traval ta

: . 3 ot 600 miles awavy, We wers i} C

fUl!\(H:r] r%%;‘fic\:nm}t;_, iﬂu}cli p]?_v agame in Choyenne ﬁ*»rf:’ Uih‘f&t;il:;?rf BEITW Lhe

Mr, BreveNs, Did that frequently al you s ] ’
o e Yol e g L hu;‘},quuntl_\ happen, that vau would travel back aftop

leagnes there is

4 Hearlogs, p, 347,

* Hearloga, p. 179,
" H‘Ntlr-}ﬂ ndh

L
W Bpmulding Cificlal Guide of the Nutlenal Aseoclabion (911,



126 ORGANIZED BASHBALL

Mr. Horxing, That is & common practice in all minor leagues,

The Cramnan. That is & commen practice?

A Honwsiwa, Yes, sir :

n The Cuaiunan, In otlier words, they do not sllow the players to sleep in o
otel?

Mr. Horning, Yes, sir,  That is the common practice to save lotel bills,'®

There is one other difference between the major- and the minor-
lengue contract which should bhe dizcussed in cormection with the
reserve clause.  Clause 9 of the minor league contract makes provi-
sion for arbitration by the executive committee of the national as-
sociation or by the commissioner, as the case may be, of any dispute
bhetween n player and & club arising under the contract.® Mr,
Trautman testified thet this provision would apply to =alary dis-
putes, e indicated, however, that as s practical matter sslavy
disputes never are arbitrated.® .

Congressman Iferlong suggested that there had never been any
arbitrstion of salary disputes “becnuse everybody has been satisfied.”
Ie testified:

Mr. Henrono, * * *  And il they cannob agrec on next year’s salary when
that time comes then it may be settled by arbitration.  But during the time the
arbitration ig going on, if the boy is to play baseball, ho has got to get something,
50 the club sets his salary during that perniod of arbitration.

M. Gownpscein, Do you know of an actual case whera that has happened?

Mr. Herroxa. I do not, because everybody has been satisfied.

The CusinMan. There is no case of that as far as you know?

Mr, Hennoxa, I do not recall any mysell.  [Mowever, if he will not play for
that salary or rofuscs to submit (o arbitration, theo he ecannot sign with any club
in organized baseball, ‘

Mr. Strevexs, Is it that he refuves Lo subinit to arbitration or he just does not
ask for it?

Mr., Urnroxng, He can ask for it if he wants to, He knows what his righty
are under theso contracts.  If ho does not want to play for the amount that they
want to pive him, then be cannot sign with any other elub in organized base-
ball®

Cy Block suggested, however, that the reeson why players never
nsk for arbitration is quite different. He recognized that a player
who was involved in a dispute could possibly appeal to Mr. Trautiman,
but he felt that

* » + they probably would label him o troublemaker or a clubhouse lawyer

and his chances of going to the major league would be pretty rough * * * g
ballplayer esnnot uiford to put himself in the limelight # * »@

Mr, Block’s testimony that minovr-leagne players were afruid to be
gingled out as “clubhouse Inwyers” or “troublemakers’” {inds support
in the testimony of William Iurridge, president of the Amecrican
League. My, Harridge told the subeomimttee how he had summarily
digscharged winpire Krode Stewart after learning that Stewart and
Commissioner Chandler had been discussing, with each other and with
other umpires, the problem of raising umpires’ salaries. Mr, ITarridge
explained that Stewart-—
was soinewhat, as [ would term, & elubhause lawyer and a disturbing eleient, and

some of the mopires had reade the regliest that they not ke assigned Lo work
witlt bim in the same crew. ™

W Hemrings, p. 388540,
¥ A ppendir, hearfngs, p. 1257,
Y heariugs, @ o

N Hearfngs, p. 457,
B Menrlngs, p, S
M Mearings, p.
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{‘inme no charges of misconduet wore brought to the nttention of tho
m_:bc(_)mmltt.ce, 1t was apparently Mr. Stewart's interest in umpires’
.cmlanes.whmh caused him to be regarded as “u clubhous jp'r'ea
and a distnrbing eletment,” and eventually to lose his job R

Do LEGALITY OF THE RESERVE CLAUSE

o considering the “legality” of the roserve elnuse, it is necessary t
distinguish between two different legal questions. First is the ?J(“i{i
tion \\'hc_zlh(.:rl the contract is “legal” in the sense that o .('lui{ l(llnc;l
right to judicinl enforeement of its provisions,  Sccond is the ¢ uusl‘iu”’
whether the reserve clause and the rules providing for lt‘} mzimn
judicial enforcement are violutive of the Sherman Aot The :u,]‘s\lvm-'
to the first question by no means amswers the second There are
many personal service contracts which cannot, he judicially enforeed
but which are entirely legn! under the antitrust laws, Convemsely
it would be possible for vialation to result from private methods ())f
enforcing a contract which is specifically enforeible in equity Despite
the difference between these two lesul questions, they both e it
altention in this report. " ' ? '
1. Enforecment of the reseree clause in cquily

Generally speaking the law gives purty Lo n contract two types of
remedies for 1ts enforeement, one u legal right to demages for 'h[r(-;wh
of contraet, and two, if the damage remedy 1s inndequute, an equi!&ble
right to specific performanco. In the field of personul, Service ¢or-
tracts, the employer's theoretical right to sne his employees for datn-
ages is scldom of uny practical valun, The crnployer i therefor
US}F\illy releglalted to.hi? lequitable remedies, . ’ ’

Ahe possible equitable remedies would be (1 suit agnins
employee for specific performance, that is Lo ga-z)y,uu. %E;\:lcgtt“%;:: ‘t}:g
E.g)m‘:- L?“etn}gr f11 01 (.1(13r rcg&urn'»g.lhc criployee to perform his contract,

v oan order restruming the employee from working else-
where, or (3) an action against competing employers to prevent, thern
from hiring the employee. "These remedies are seldom granted hy the
courts because they are thought to conflict with the Dpolicy against
mvoluntary servitude. Ewven though a man may have sigped a eon-
tract, the courts have indicated that this policy” praveutsht,hcm from
foreing him to work aguinst his will. It thus forceloses the first f
lhe.‘t-hl'eu possible remedies. e

The poliey against myoluntery servitude nlso makes n court relue-
tant to grant the second ov third remedies, There is however, a
doctrine that in the case of un employee whose talents are exceplionsl
and unigque, the court may grunt “negative’’ specific cnfor(;arﬁonlt. : that
is, it will enter an arder preventing the employee from working for an
competitor of kis employer. This doetrine was first, enuneiated in IIS:;
ense of I,u.m{;;y v. Wagner® in which Miss Wagner, the famous opera
singer and nicce of the great COMMPOser, wns enj(;iue?d fromn perfbrn?iht
for a coml{iftlmr of ber employer. “There was livtle doubt thy t ol -
talents of Miss Wagner were truly unique, it

) Teocl, M. & G, 003 (18370, Tm the

p ) ! a ST panioar caad of Lamifop v, Gpe 2 EL & T3 5 Ene bl

I(_].r;'-ii.“.“‘,c.ﬁ:'r‘-r:":’r 4 ye from i ml I"‘Hu'l 1|~'4_E.--r 19 hrrak Ter conimeq wiih ﬁ’arjrru'llin?"“"\".rulnlnlt--‘?
" & difara: 4 found o baseball spnwls. In 1904 L  AEd - WVRrdr Tkt

foalieT: rH..:f' e tha M vkl L e mhip i the hitbing ol erdp lea, Wanpnier J.:.\-I:ll;-.}-]';i;i |..L,.r,';f.'[-'1'.-.";-',{§
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Many eases have been brought in which baseball clubs sought to
Anvoke the doctrine of Lundey v. Wagner in order to conipel players to
respect their reserve cliuse.  Neither the holdings nor the grounds of
decision in these cases are by any means uniform, Morcover, the
facts of the cases vary widely and most of the decisions are by nisi prius
courts.  Nevertheless, these enses serve to indicate the type of objec-
tions which may be raised in response to an aetion for speailic enforee-
ment of the reserve clanse. .

(ay The player must e unigue.—The courts have held that baseball
greats like Napoleon Lajoie,® Willy Killifer,? and Havold Chasa
were players of such “nnique, exceptional, und extraordinary skill and
expertiiess” thut their loss to their respecti ve employers would have
produced irrepurable injury, in the legal significance of that term. As
the Pennsylvania Supreme Court said of Lajote:

Tie may nat be the sun inthe baseball firmament, but he is certainly n bright, par-
ticular siar
Although the requirement of uniqueness is obviously satisfied by
players of this type, the doctrine of Lumlcy v. Wagner is ot neces-
sarily coniined to the great stars® Nevertheless, in eases mvolving
lesser stars, the courts have denied relief as legst in part on the ground
-thut the pluyers involved were not sufficiently unique.™
COIt wouad seem clear that the less excellont the pllu_'.'m*, or the lower
the elnssification of the league in which he plavs, the less likely it
would be that a court wonld regard him as suflieiently unique to be
enjoined from violating his rezerve elpuse.  In this connection, it is
interesting to note thut cvery major lengue player, in signing the
uhiform player contract, represents that he has Hunique skill and
ability,” whereas no such represontation is contained in the minor
lengue contract,

(B) The contract must be definite—In order for o contract to he
specifienily enforeible, its essential terms must be definite and speaific,
In some enses the conrts have refused to enjoin a pluyer from violating
his reservation beeanse there was no ngreement hetween the elub and
the pleyer on the amount of the player's sulury for the following
season, and thevefore the reserve amounted only to “an agreement to
agree.”  In Metropolitan Frlabition Co. v, Faing * after describing the
right. of reservation as it existed in 1890, the court stated:

* o % the right of reservation is wolthiog mere or less than a prior and
exclusive right as npainst the sther clobs to enter into a contraet securing the
players’ garvices for another season.  1Tntil the contract fs made which fizes the
cormpensation of tho player, ani the other conditions of hig service, there §s no
definite or complete obligation upon s part to engnge with the ¢lub ¢+ =
As g coercive condition which places the player practically, or at least mensurahly,
in a situation where he must contract with the club that has reserved nim, or
face the probabilitics of losing any engagement for the easuing scason, it i
operative and valusble to the club, Bui, as the basie * * % for an action
to enforce apecific perforinance, it s whelly nugatcry, In o legul sense, it is
merely a comtract to make a contract if the parties cun ngree = »  #,

"W Fhitadatphia Biotl ©3sb, L. v, Lajois (562 p. 210 (19931).
¥ Weegham v. Kibifer (715 Fed. 148 [W, T3, Mich. 19141, )
M Amarlean League Basebali Club of Ohicape v, Chae 26 N, Y. Misa, 441 (143,
M ¥k P, al . 7.
:: E'L.l'llmﬁﬂhndlf’.vh'f CIud v, He iy (25 Dhlo Dee. Rep. 672 (1801)); Brooklva Baseball Club v, Mctiuvire

(L Fal, 185 (C. C, K. D. Py, s5071),
142 P, 160,
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This interpretation coincides with the opinion of the reserve rules
originator, A. G. Mills, who believed the provision was enforeeshle
only against efubs parties (o the National Agrecmont,

In Phaladelpkin Rall Club, 14d. v. Halliman ™ the court ulso held
that the reservation was too uncertain to warrant enforcement, even
though it was conditioned on the player's salary heing not loss than
a speeific amount.  In the Lujoie case, where injunctive relief was
granted, the contract specified the exset wmount, of the salary for
each of the three sessons coversd by the reserve elause® Ovher
cases do not fit into any definite pattern on this peint, butl again it
seains evident that the more flexibilivy that there is in the determina-
tion of a player’s salary for future seasons, the more hkely a court
would be to regard the Teserve clause as a mere “eontract to make n
contract if the parties ean agree.” :

The option elause in the present. major league contract states that
the club shall have the right:

to renew this contrnet for the period of | year on the samne lerms,
excepd that the amount pavable to the Plaver shall Be such as the Club shall fix
in said netiee; provided, howivier, that said wmount, il fixed by o Major [eapuc
Club, =hall be nn mmount. paynable at a rate not joss than 75 rercent of the rate
stipaalnied for the preceding year.®
The renewal clause in the minor league contract legves the question
of salary completely open for the f(ﬁlmving season. It merely pro-
vides that the club or its assignee may renew the contract for the
succeeding year “except that the salary rate shall be such as the
parties may then agree upon” ™

(Y There must be mutualdy -—Another gromd on which specilic
enforcement of the reserve clause has been denied is that, the contract
lacked mutuality. Yn most of the cases in which the question of
mutunlity was raised, the elub had the right to ternsinnte the contract
on 10 days' notice to the player. In considering the effect of the
10-day cancellation cluuse, one court stated:

In thus considering the oblipntions which, under the plaintifls copstruction
of the contract each has sssamed, we have the spectacte presented of contract
which binds one party for a sorfes of years and the othor party for 10 days, and
of the party who s itself hound for 10 days coming into a court of eqiity to
enforee its elaim ngainst the party bound for vears ¥

In Philadddplia Rall Chib, 14d. v Hallman, the courl expressed the
opinion that a contract giving a club virtuslly permanent control
over @ player and the pluyer no more than 10 duys notice before
release is lacking in mutaality, and is unconscionable and unenforeible
in equity.™  See also incinnats Erlibition Co. v. Johnson (100 1.
App. 630 (1914)), Rrooklyn Bascbadl (Tub v, MeGuire, 116 Fed, 783
(C.C, T D, Pn, 1902}, American Jreague Buschall Clud of {hicaya
v. Chase, 86 N. Y, Mise, 441, 455456 (1914).

In the Lajoie case, however, the eourt rejected the arguinent that
the contract laeked mutuality beesuse of the F0-day cunceltation
clause. It should be noted, however, that the reservation of Lajoie
wus not perpetunl, hut instead was expressly Lmited to 3 years,
The court stated;

HE Pa Cu Co, 57 (1500,
M Spe 202 Py, al 213,
D Appendic Tearing, @ 122,

» A prenitiy, acioe, po 1257,

1 Mormapeditan Bt ion Company v, Ward 28 ALh. N . (. A3 AL AL {18505,
W3 Pa. Ca, Oy 47 JREN
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We am not persnaded that the terms of this contract manifest any lack of
mutuality in remedy.  Fneh party has the possibility of enforeing sil the rights
stipulated for in the agreoment, It bs true that the teous make it possible for
the plaintif to put an end to the contract in a space of time much less than the
wiriod during which the defendant has agreed to supply hiz pereonal serviees,
sut mere dilference in the rights stipulated for, does nob destroy mutuality of
remedy, Froedont of contrret covers n wide range of obligation aad duty as
between the partics, snd 1t may not be impaired, so long as the baunds of
rensopableness and fairness are pot transgressed ¥

As haa been pointed out before, the major-league contract now n
use gives the player the right to 30 days’ notice beforu r'c!e.ﬂsa,-bwhcren.s
the minor-leaguo player is entitled to no notico. The difference
between a contract guarantecing the pleyer his full salery for the
season in the event of injury snd & contract giving him the right to
only 2 weeks' pay.in such event, might also mdicate n ditference
between the “reasonablensss sand fairness” of the two contracts.
(Cf. Nicmac v. Seattle Rawier Bascball Club, 67 1. Supp. 706 {(W. D.
Wash., 1946)). .

() The contract must not be an unrcasonable restraint of trade.—
Another ground sometimes urged to deny specific enforcement 91‘
baschall contracis containing the reserve clause is that they are void
and unenforeible either becanse they are unreasonable restinints of
trade at corumon law or because they violnto the Federal anlitrust
lows. Restraints on the free exercise of one's trade, anetllary to an
employment contract, are unenforetble &t common law if they hnpose
unvensonable restraints on the employee. To restrain an em]_)loyee
from playing for another professional baseball club in violation of
his contract or reserve clause, corumon law decisions indicate that a
club wonld hive to show that the restraint did not impose an undus
hardship on the employvee and was no wider in scope, both us to limits
of time and space, than is reasonably necessary for the protection of
the business of the employer.” »

Witnesses representing orgunized baseball testified that the reservo
clnuse was & perpetual option on the player's services and restrained
the player from playing anywhere in the world, including Afghanistan,
They resented, however, that this broad restraint was essentiel to the
preservation of baseball as o suceessful business. ]

Only one court has faced this issue of whether the reserve clause is
an unreasonable restraint of trade st common law.  In the Chuse caso,
suprn, the court stited that the uniform players contract and the
Nationz!l Agreement resulted in— ’

asi-peanaca uninwfully controlling and interfering with the personal
?r:‘lt:i:.? ?1ff(]:;1:l!{:7;1“‘:!11;1)&[::}-::(1 d" o "FﬁT:ft%:ikad bazehall! * * * s
in comtravention of the common Juw in that it invades the right of labor aa a
praperty right; and in that it iz a combination to resttain and control the exercize
of a profesiion or calling ¥
This court alse held that the uniform players contract did not then
contruvene the Pederal anti-trust laws, on the ground that organized
baseball was not in interstate cotrunerce, o

The types of objections which can be raised to the judicial enforce-
ment of the reserve clause are indicated in the above discussion,
These objections obviously apply with substantially more force to
the minor-league contraet than to the major-league contract.

2 Pa. vl o, 200,

o Pog v, Fidirn, 140 Ma, 103, 34 &, 81479, 143 00, To. Bt
WA N, Y, Mize, 443, 461 (1014).
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Before its roviston in 1946, the mejor leagues used a form contract
which was much like the present miner-league contract. At thag
time the threat of unionization of the players, the competition from
the Mexiean League, and the unusual degree of discontent among the
slayers, brought the problem of revising the contract into sharp
{‘ocns. Accordingly, the major-lenpue owners appointed o steering
committee to recommend changes which would iniprove the contract,
In the draft report prepared by Lavey MacPhail, the clhinirman, for
subuission to the steering (:mumii.‘l-eni it was stated that the reserve

clanse then i effect wns unenforceable.  This deaft report read in
part;.

In the well-considered opinion of connzel for both major lepgues, the present
reserve clavse could not be enforeed in nn eqguity court in s suit for apecific per-
formanee, nor as the basis for a restrainiog order Lo prevent a playver fram playing
elsawhere, or to prevent oulsiders frem indueing & player to breaeh his contraot,

Thea present oplion or reserve chwse might be suecessfully atiacked in the
couria on the grounds that: (1) The terms of renciwal are indefinite, in that (a)
the amount of the salary does not appest on the face of the option and () no time
is fixedd for the club {0 exercise its right to fix the saluries; (2) the optien and the
circumstances under which it is obtained s inequitable, becanse & provision that
t]u"pln_-.-cr shall nceept a salary fixed by the club s an nnreazonable restraing upon
a playar,

I']'h:,-m are & number of actions now pending in the courts in which the lepality
of the option or reserve cleuse may be attpcked. In the opinian of your com-
mittes the raids upon our players by interests outside professional bazeball will
probably continue, For both reascns we believe it is extremely urgent and
desicnble that the eption elause of the preseut contract be strengthencd, If possible

to do so without concessions which anduly hamper and prejudice our prosent
operations

Counsel for both major leagues emphatically denied that they had
ever rendered any such opinions, They. pointed out that they had
recomimended that this seetion of MacPhail's prelominary draft be
deleted from the report of the steering committee. My, Carroll,
counsel of the National League, made the following explanation of
his]position: .

Mr. Cannonn, Mr. Fiery, I am sure, conenrs with me thai we did not give an
apinion, and have never given an opinion, that the reserve clause could not be
vnforced in eguity.

Of conrze, thers are cazea in which i has nol been enforced in equity, in which
the player contrret has net been enforeed in equity.

here are other cases, such ns the Lujoie esse, which (s the only oue that
knew of, thit nas gone 10 the highest nppaliate conrt, where it hins been enforced.
That 15 ong of $he rensens why his seotion on legality was stricken from the report,
lrecanse when wi zaw it ou the evidence of Lhese meetings, saw it for the fizst time,
we realized that it had gone much further in eharnelerizing our opiniona than we
had ever gone,

We had advised the comunittee, of coursze, that there were certain things they
conld do to strengthen the coutract and the reserva clanse,

Mr. GonpstEIn, Just to clarify, with reference to the Lajoie case, that was a

cugz in which the contract was limited to three renewals, 3 years; i3 that not a
correct statement of the facta of the cnae?

Mr, Carnort, 1 believe that ja ss, [ am poet cerlain of that.

It way the
atandard type of reserve clause that was in {foree at that time @

The discussion of the legality of the reserve clause was not con-
talned in the final report of the steering committee which was sub-
mitted to the major lengues on August 27, 1946, The report did
contain, however, v nunber of recommendations for changes in the
major-leagite contriact, and urged their adeplion for the purposs,

8 Eohibrt 12-A, hearings, p. 479,
4 Hearings, p. 801,



132 ) ORGANIZED BASEDALL

among others, of removing objections to the validity of the reserve
clause,  The fing] report contained the following:

If o uniforn contract ean be adopted which s in general satisfactory to both
parties to the contract, sud if the players' representatives agres (ns they dob
that the reserve clause i necessary for the protection of the induniry and benefits
the player—your coupss! and your committee beliove the courts witl be inelined
to recopuize this foclt and uphold the validity of the option clause, In other
wards, we belleve the revised oplion clause would have a very good chance of
meeting any court test of its legality

Proctically all of the recommmended revisions in the uniform plavers’
contract were in fact adopted by the major leagues,  No comparable
changes were made in the minor-leagoe contraet,  To the extent,
therefore, that there wax doubt in 1946 about the enforceability of
the major-lescue reserve clause, that doubt still obtaius with respect
to the minor-leasmie contract,

The changes in the major-league contract nmde in 1946 ure suffi-
ciently tmportant to merit quotation of the following section of the
steering commitice’s report which deseribes the recommended re-
visions:

L. Revistons an Usirory Pravens' Coxntraey
A. TERMINATION

Revise the presend clause covering contrant termination to include epecifics-
tion of the esusea which wondd give Both clubs nnd players the right to terminate.
In the event the club elests to tecminate the contract on accaunt of the failare
of the player, in the opinion of club managemoent, to exhibit auffizient skill or
competitive ability to qualify or continue as a member of the elub'z team, provide
that the plager shall be entitied to receive 36 duys’ inatend of 10 days' separation
]mi,- with trapsportation to his home,

n the evinl a ciub desires Lo release a player wnconditionally, establish a
waiver price of $1 instead of 57,500, and provide that in 1ho event the plaver js
claimetd on such waiver request he shall have the option sither of acecepting nasign-
ment to the claiming club or aceepting s unconditionnl release,

B, ABSIGNMENT

Rovise the preseat clwuses perpitting assigusnent of player's contraet ta pro-
vide that the paywent stiputated in any contrnct so assigned shall not be dimin-
ished by any such assigmmnent exeept for failure te report promptly, and that
any player whase contract {8 assigneil to another majer- or minor-league club
during the regular season b antithed to s rensonable and setual moving e rpenses,
not to exeoed in any contingeney thi siom of 2504,

Co DISBARILITY

Change the dizability clause in the regandations zo that disability will include
accident or injury in the coursn of and within the scope of the player's employ-
maent, instead of diau‘hilit;- anly aa o resolt of playivg in the games,  Provide thet
plovers disabled within tae seope of their employment shall meeive full 2alugy for
the season or during the period of their dzabslity, whichever ks shorter, and shall
roceive rensonnble necessary hospitadization and medieal services at the sapense
af the club,

0. SURMIESION DF CONTRACTR

Provide that contrrets shall be anhmirted to players on or before February |
of eaeht year (beginning in 1948 this wonld mean that sontracts would be =obmitted
at least 1 month prior to the beginning of the trniming seasan’,

H. SPRING THAINING PFERIOD AND EX[FENSES

Provide in the reguliations for an gllownnee of 325 per week pryable jin advanee,
ini nddition to housing, meals, and transportntion, to all wajor-league players, to
cover all ineidenial exponses of the playver during spring training.  Provide for

# Exhiblt 24, hearlngs, pp. M-2687,
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limitation of the peried in which players arc
to a pericd beginning not earlier than Fe
March 1 in 1948 and sulsoquent seurs,

respuired (o repart for spring teaining
braary 15 in 1947 und not eaclier than

Fi. FPROMOTIONAL ACITIVITIES

f‘-tld provisions Lo the uniform players” contrct to reqguire pinyers to cooperata
with clubs am!lpart:c: ale in prometicnal netivities i:mluclhag"pubhu mu{-!\'ug-e'
eacio broadeasting, and advert ising, for the purpose of pramoting the welfare 4:1("
the club andfor professional Lasebnll. ’ I
: :-\(id a provision in which plaver agress that b
licity and advertising purposas of the elub
menson player will not make public ajp
||r\c:-|.:r||?||.':, or write or BpanzorT NEeWRpa e
uets withoat the elub's consent,

i piciure may be taken for pub-
and a provision that during the plaving
Arances, participate in radio or tele vision
ror magazioe articles or commercial prod-

G, PHYSICAL CONIITION

) {\dd a provizion to the contiact in which the player agrees Lo keep himself in
lirst-elazs physical condition and abey club teaining rules,

H, BREACK OF CONTRACT

.-\_d.d 0 .pro'.'-iai-)n under which the plaver wgrees that the eluly shall be entitled
to injuctive relief to prevent breach of the contmact by {he Player, incinding,

nAng others, the right to enjoin the player from playing basoball for auy sther
person or organization during the term of the contract, ’

D) aall : LT T e A . o 3 "
2. Revistons 18 MaJor-Leacur RuLes Avrucrine Ppaver-Crun Rrlationsmies

A MINIMUM SALARY

Amend the major league rules Lo provide

for a minimum majer lewgue tuen
R ¢ payment
at the rate of 25,000 per your. ! e pa

B, BARNSTORMING

A‘[I‘.t‘{.'!ld Major League Rule 18 (b) to permit players 10 cogage [h post-senson
exhibition games, \\_'ilh tha written conzent of the c(}'n.lrlll:-':-iimu'r. for 30 auys adter
the close of the major lengne chamypionship seasan.  Pravide that player conduot
on and off the field in connestion with such posi-seasen exhibition gaines snull be
subject to the diseipling of Lhe commizsioner and that the commissioner shali not
:Il:ﬁ.)rw“ participation in any such games of more thao three plaverﬁ of any one

. PLAYER REPHESERTATION

In connection with the proposed creation of a Major League Exeeutive Couneil
{and, UIf concurrence of the miners ks seeured, a Major-Minor League Executive
Couneil), inelude provision for the eepresontation of plavers {to be elected .-'\m|u-
ally by the players of exch major league nnd, in the caso of tha .‘i[ﬂjl\!’—.\!il.lﬂf
League BExooutive Couneil, to be electod anpaally by the players of each major
leszue and the nntionad sp=sogiation! for consideration of all maftors which CONCErn
the standard form of player eontrcl or s provisions and vegulations, or other
matbers of club-player relationzhip, ; i ;

Provide furtlier that at the third-guacter meating of syeh exeentive comneil, all
matters of playver grievanes, player relat jonships, s3d eontractunl maticrs n!‘l’vniim:
Flayers should ba considercd by the eoimcil with represeniativies of the playvers. #

4 M

The veport went on to discuss the possibility of a pension fund for
major-lengue players,  As hes been stated above a pension plan was
eventurlly adopted for majordeague players but there is no pension
plan for minar lenguers. )

2. Validity of the rescrve clause under the antibrust laws

r . . - "
. There are no recent cases settling the many difficult questions
involved in any analysis of the antitrust implications of the present
1 Exhibit 24, hearlmpe, P, 200 4603
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reserve clause,  Morcover, there are & number of cases now pending
in the courts in which these questions are, or soon will be, sub judice,
It would he inappropriate for this subcommittee to influence pending
litipation by expressing an opinion on the answers to these guestions.
It 18, however, necessary Lo review these untitrust questions in order
to delerinine whether there is suflicient doubt about the legality of
the reserve clause to indicate that legislative protection is necessary
to enuble it to swrvive,

Briefly stuted the antitrust questions are (@) whether orgnnized
bageball, or more particularly the reserve clause, is subject to the
antitrust laws, nn(j (b 1f so, whether ovgunized baseball, as it is
presently conducted, is in violation of either section 1 or section 2
of the Sherman Act.

() Applicabidity of the antilrust laws to organized baseball.-—1In
order to determine whether the antitrust laws apply to organized
baseball, it is first necessary to consider whether or not there 1s o
basis for Federal jurisdiction. The Sherman Act was enacted pur-
suant to Congress’ power to regulate interstate commerce. Tt tliere-
fors does not apply to any business unless that business is either
conducted in interstate commerce or substantially affects interstate
commerce. In 1922 the United Stiztes Supreme Court held that
organized haseball was not such a business,

%n his opinion in the cnse of Federal Raschall Club of Bultimore v.
National League o al® Justice Holmes, speaking for a unanimous
court, stited bwo grounds for the conclusion thit baseball was not
ghibject to the antitrust Inws,  First, he ruled that the business of
giving exhibitions of baseball wis purely a locel matter,  And second,
even though the exhibitions were made for money, he felt that they
should not be regarded as “trade’ or “eommerce’ within the meaning
of the Sherman Act. The heart of this deecision is contained in the
following paragraph:

The business is giving exhibitions of baseball, which are puroly State affairs,
It is true that, In order to attain for thise exeibitions the great popolarity that
they have nchieved, competitions must be arranged botwesn olubs from different
cities and States.  But the fact that in order to give the exhibitions the Lengues
muzat induee free porsons to eross State lines and musy arrange and pay for their
doing &0 is not enough to change the character of the business, According to the
distinction insisted upon in Heoper v. Californiu {155 U, 8. 618, 55), the transporl
fs a mare jneident, not the exsontial thing,  That to whieh it is incident, the
exhibition, although made for mopey would net be ealled trade or commerce in the
commonly accepted use of those words, Az {t is put by the defendantz, personnl
effort, not related ta production, is not a subiert of sommerce, Thot which in its
consuminalion is nok sommeres does not Lesome commerce among the States
becavse the teansportation that we have mentioned takes placs, To repent the
Hlustrations given by the Court lwlow, a firm of lawyers sending out a memver Lo
argae o ease, or the Chautaoqua lesinre bureau sending out leeturers, does not
engage in such commerce becanse the lawver or lecturer goes to another Siale.

" Tt is interesting to note that even in this decision basebzll was
referred to as a “business,”” There ts no issue as to whather baseball
iz & sport or & business, Obviously, it s both, Having determined
that it is a business, however, it is still neesssary to decide whether it
15 an interstate business, and in addition, whether it is the type of
business which should be considered “trade’ or “commeree’ as those
terms are used in the Sherman Act.

259 U, 5, 200 (1922),
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The Supreme Court's decision in the Fedoeral League case has not
been over-ruled.  Nevertheless, us the various opinions in the recent
case of Gurdelle v. Chandler 9 demonstrate, it may be serious]
doubted whether buschall should now be regarded as exempt, fron};
the antitruse Jaws,  Since 1922 there have beon important chunges
b‘m-h in the operations of organized haseball wnd elso in the Supre?nc
Court’s mterpretation of the scope of stututes enacted pursuant Lo
Cangress’ constitutional bower to regulate inlerstate commerce

Only in recent {uut‘s has it been possible for millions of busehall
fans to watch hascball being played through the mediam of television
[his fact together with the development of radio l)m&;lc:ust-ing'
which has largely taken placo sinco the decision in the Federal
League case, affords the principal ground for contending that. baseball
now has an mnterstate charactor which it did not hawve in 1022, Lach
of the three judges whe participated in the decision of the Gardelln
case expressed a different opinion of the significnnee of this fuct.

Judge Chase noted that even in 1992 telegraphic reports of bhaschall
games were transmitted across State lines,  He folt that the differenco
between sueh transmissions ane televizion was o difference of no
legal significance.  He stuted: ’

Thia record is with the possible exeepti i
: i h * exeeplion of the allegations as to the sale

IJ}I]‘OJ(i:':‘\.'.HHH rl_u!-l:s for rnshu and television, not different, in any cssential l'::ﬂ::li{
Ua‘; é.{gﬁrc ‘]E: hpprcp:u f:nnrl in Federal Dase Fall Qlub v, National Leayue (259
L. 3 . ’,42. > Ct, 465, 86 L. Iid. 894, 26 A. L. R. 357) in which it was hotd (hat,
! nj ‘r trfJ_LIIII. ] eluba woreg not eagaged in interstate trade or ecummaeres within the
..mlan,.;} ]t 0 antitrust laws.  Bven the possible exception just mentioned oxists
an y i t\-:- :.-.|||.~_oz these radio and television broademsts rights differs in some
l‘r}u.u.rlm] way from the sale of the exclusive right to send “play-by-play’ de-
8¢ rI[]Jthl'!.\ “f.""‘: anmies wlerstale over Lelegraph wires, for that fontire way present
::nnl li‘.t revious cage before the Supreme Court. In ench instance by what is
alled the gale of rights the appelless made it possible for others Lo transmit infor-
rﬂ_ﬂtJ-I'-n interatitle,  The playing of baseball gumes then créated the subject-matter
concurning which Information was sent by symbala carried by telegraph wires and
t.t']u_luf;]ut--rI‘ into words just as such play naw creates the subject-matier cOnGErning
xli}:t;i;;;?.r:unjmn 15 sent l.hrSUJn the nir by hmpulses which are trunsformed
2ithae ) Word= or puotires.  Ho far gy [ ean porecive the diference § “me

af trapsmission Is without slgnilicanee, & : LSS
~ dJudge Learned Hund_‘ viewed the differcnees between the telegraph-
:n{g al the time of the Federal League case and present-dey radio and
ic_:f;:w.l_i-lon HER ld:m:‘mucc “so great as for practical purpeses Lo make o
dilterence in kind.”"  He felt, however, thut it would be necessary for
the plaintilf at the trial to prove that— ’

;-)11‘1; ili.t(?fﬂllllu activities of the defendants—i hese, which were thoughi insufficient
.[ Ul'l.l, u c«uul}nnu!mn with broadeasting and Ik’h:\.‘i.-sl.ull--[&J[-'.I'Ihl.'l"l form a large
enough part of the busines (o impres upon it en interstate character, o

Ife reasoned us follows:

The contracts with the companies are
ml;trr_l.iut--.u' Ha share to a comman venture; the defendants fuenish (e spectacle
"‘J““ .j:rl.\ n.‘ll'-;_: sompanies loave Lo enter and set up their apparatis on the grounds

¥ menns of whic T:h-.-.\' travalorm for Lransmission the nyr and light waves which’
coing from the playing grounds and the players, or from the anrrator who re orts
the anme; and the transformed waves they zond nhrond either it a form for L!Iireu}.
recepllon or otherwise, This interpesition is of eolrse nocessnry when th
auditory is at  idistanes; but for our purposes the resslt seems no different fro u
direet transimizsion; and the sitention appeirs to me the same as that which wnulI::i
<xist ot & "ball park” whiere o Btate line ran between the dinmond and ¢he grand-

VAP M 402 (0. 4. .
172 F. 2L p, 404, 19

mutual arcangemants fn which each
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stand. Nor can the arrangements belweon the defendants and t.hprgompm-fif:s
be st down ns inerely tneidents of the business, iy were the interstate llfnt,urc.«a in
Federal Bosetall Club v, National League, supra. (n tha contrary, 11'n:i- nre p's:rb
of tie business itself, for that eanaisls in giviag publie (-r.tr:rt.ulnmcntn;_t e :I_:L}‘. r$
are the nctors, the radio Vateners and the television spoetalirs are the ag ]l- ntr.h'
together they form as indivisible a unit. as t..u actors and !c]n'n[ﬂ\‘.()l? lnln theater,
1 am therefors in accord with my brother F rank that the defendants s pro tanto
i i T |:r|'.”'. =
on;(:)e::?.-.:;]“:r;:gé;r;lﬂs:\t;i'c{:?mno‘ go aleng with his opinion, if T uudvml:‘md‘ it, thl:t
thi=i [eriures of the business, no malter how ll'.:u_r:ruﬁ('fmt they muy .pri:))l\ @,
necesnrily subject it as a whole to the Antitrust Acts Che pl_nldn.i-ali' lih:ﬂ{'ﬁ%
damages for c)u:hldin\; him from his ealling: and to ?-Il.-._:c_-:-'-:l }!? l'ntlbt‘-; ..llib‘.'- Cngk she
defendunts' conduct, by which he was injured, was itseli .‘ELI.'|.|:3|I'.57|.', to t g M\‘ hl 4
jnvokes. I do not mean that e must show thai he wz.u'u.'l;i‘f.lrccl bgl the }:oam.
vasting and television; but he must show that t.ho-s_u :‘mti':'lhl-.h together with an)
other interstate retivities mark the business as & whale.¥ ;
Judge Frank agreed with Judge Handd t,h‘m. the adv_ent .Of mdﬁo
and television served to distinguish the (mrdelh}T case fr om the
TFederal Lengue case. He did not, however, fue} 't.hutmthcre.“. n‘av'{:p‘y‘
need for plamtifl to prove that the defendants mtex_art‘n_tq ;:._’(,t-l\l s
yepresented a substantial proportion of Llwl.rl total ActIy me.-lg»,” J—
Another important development since 1922 1s the Oktl.‘!n.‘al\t;?l'()\-. .
of farm systems. Now each major league bascball Lh.‘lh L,.‘:L‘;I'CI’:J‘(‘..‘:
control, by means of either stock ownership or q.onl;mf:t., o¥ éf t-.L‘L.
activities of several minor league clubs located in .\mllpund.-._ 9: &hl
There muy be no Jegel difference between tho geo,t_,_'mll:g ?‘°.| 1*.:_;)1..1-:.3&_
of tarm clubs which exists today, and the gu::)gmphl_c distri );J .Epr}
the major league clubs at the time of the Iederal é;ea;,;ue (0&1‘:10&
If, hovever, the extensive inrim systems do not a or(r' u. t:u ;Lnri(::w
ground for distinguishing the Federal League case, they (rjlm ert :u,'"ft
serve Lo point up the guestion whether the .;S_uprqme hou‘x-t; I‘I}l‘cl,
now be inclined to overmle thet case. On this l)ql[?trdt' q}zr:, 5'?(?@0113'
divergenee of opinion smong the judges who decided the Gard
(&?I(Jﬁdﬂ.e Frank regards the Federal League case us un,_"{u;?gtti?ﬁ
sombi”? It is his view that the Supremne Cour?’ .lmf f0'. eﬂ:)u. th tl E
precedents upon which that decision was based,”” anc lur; ey ::. t .
rree has red epough in the Jast two deeades so il
E:Z:tc?:::: r:.tr:i ic;::“f’:‘:z,u‘:l:{e !gtfpg.}ﬁnréb(}ou:t ds nova, it seems very likely that the
“ourt would deejde the other way .
Judge Chase expressed a conlrary point of view, He stated thit the
Tederal League case— ' .
“has pever been expressly overruled, and | da not think it has been overrulud by
necessary implications  * .5 N -
There is no need lo review here the authorities dlsu:u&fseciI _i.u,; Lk}ese
jurists. It is sufficient to state that their dls&gr‘eenlgﬂm ise ?scsr a
substantisl possibi]igy that Lléz ¥ etd&m‘ol;f?(‘;llli?l ((:nse would no longer
BEAT by the Supreme Court as contr . '
be]};i.:)?lrggglmqll ’, ho“}g,ver, tha L‘orgamzed baseball should b; 1) e{gz?rc%fd
s an interstate business, itis suill necessary to (lctcrnémle‘“ Lg 1((),; t-}lli
statute applies sgecifically to the reserve clause. =echion
Clayton Act provides that—

i i oo it
the labor of a human being is not a commodity or article of commeres.
) e —————

@ T, pp. 407105,
* 14t p. 415,
5T At B, 40,
4T At p. 406,
3y tat. 730,
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It can be argued that the reserve clause is & device by mesns of which
club owners ebtain control of, and regulate, the labor of various human
beings; that the whole controversy over the reserve clause and its
meny ramifications is basically a problem of labor-management vela-
tions-and therefore that 1t is not covered by the Shermnan Act.  Judpa
Chase expressed this point of view as follows:

The Supreme Court has never, so far as I know, applied the Slerman Act in
anry caze anless it was of the opinion that thore was somz form of resiraint npon
cotmnercisl competition in the marketing of goods and serviees in interstate
commercs which wrs within the eategory of restraints which were illegal at
commop law, though expressions may be found in apinions which seem to make
adherence to this concopt somewhat ¢lastie,

L L -

- * *
Whaetever the activity and how it may be conducted, it is not within the pro-
hibition of the angitrust laws unless in some substantinal way the prices of goods

in interstate commerze are controHed to the detriment of the purchaser or
consumer,

The complaint in this case shoots wide of that wark.
the end result of the umnopnl({(, or conspiracy 1o creats a monopoly, in restraint
of trace or commerta i3 the deptivation of the appellant of the opportunity to
play bazeball ns A means of earning his livelihood,  His sorvices, or ability to
work, are not snhjoets of trade or commerce within the antitrust acts,  Inaeod,
in section 6 of the Cluyton Act (15 U. 8. €, see. 17), it is sinted that, "The Inbor
of a human being [s not o eommadity or article of commerce.’  Althouph this,
10 be sure, wis insarted for a purpeme pot hoere germane it shows nevertheless
that Congress did not intend in the antitrest pots to cover restrainis upon eme-
ployment.  Moreover, Conrrass Pes exprasly ooalt with that subject in other
gtatutes like the National Labor Relations Act (28 U 8. G. A. swa, 151 el seq.)
and the Fair Labor Standards Act (20 U, 8. C, A. sec, 201 et =eq.).

On the other side of this issue it is (o be noted that the purpose of
the exemplion in section 6 of the Clayton Act was to encourage the
development of labor organizations, that the reserve clause certainly
does not {ecilitate trade-unionisin, and thet in recent years the nct
has been held applicable in sitnations where the commercs involved
was essentially the labor of human beings.®  Judge Frank expressed
the opinion that even though the playing of baseball involved per-
sonal services, that nevertheless services should be regurded as “trade
or commerces, as those words are uzed in the Shermun Act.”  He
cited late Supreme Court cases eoncerning medical services and motion
pictures to support his point of view ™

Judge ITand made the following terse comment on this izsue:

The wrony alleged us

_ Be thet ns it may, whatever other conduel the Acts may forbid, they certainly
forbid all restriants of trade which were unlawful at common-law, and one of the

oldest and hesi eatablished of these is n contract which unreasonably forbids any
one to practice his calllng,*

(b) Is baschall wiclating the antitrust laws™—'The two provisions of
the antitrust laws which are directly involved are sections 1 and 2 of
the Shermen Act.  The operations of basebsll roise questions under
both of these sections.

The question whether organized baseball is vielating section 1 of
the Sherman Aet cen be broken down into three parts:

(1) Is a contract which gives an employer permanent and

exclusive control over his emplovees itsell an unreasonable re-
straint of trade?

W Fen [ 8. v, National Avsoclation of Reol Felafe Toasds, 300 T, 8, 485 Amerdean Medlosd Aarociation v,
a8 408,

i figrdeiin v. CRandler, 172 F (2d) At p, 12
ATd. p. 8.
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(2) Are the pgreements among the various clubs to respect ench
other's contracts and reservations illegal agreements nmong com-
petitors?

(3) Is the system of extra-judicial sanctions which baseball
applics agninst not only clubs Lul- also players who violute Cheir
reservations llegal?

Althougls the Sherman Act upplied to “every contract”” ws well as to
eonspiracies in restraint of trade, it would seein nnlikety that it would
be held applicable te the reserve eluuse if nothing more than a contraet
between l-{m eruployer and employee were mvolved. Since the base-
ball contract is merely & parl of » much more comprehensive system
of regulating the relations between the clubs and their players, there
is little point.in dwelling on the first of the three questions noted slove.
‘The second question is largely a problem of determining the reason-
ableness of rules such as the so-called tawmpering rale, adopted by
brschall Lo protect the reserve clause.  An application of the rule of
reason to buseball requives & thorough exumination of the industry.
As Justice Brandeis stated the lssie:

oor o e degality of an agreement or regulation cannat be defermained by
g0 sluple 8 teat, a5 whether it restrains competition. Every agresment conce riing
trade, every repuiation of trade, restraing.  1'o bind, to resteain, fs of their very
esmenee.  The trype test of leaality s whethor the restraint imposed i5 sueh as
mersly regilates, and periaps thereby promotes campetition ar whether it js such
as may suppries or even destroy competition. Te delermine that question the
court must ordinarily eopsider the facts peculiar to the business 1o which tho
restreing fs applicd; its condition before and wfler the resiraint was imposod ; the
nature of the restraint and its effect, actonl or probable,  The histary of the
restraint, the evil beYieved to exist, the reason for adopting the particuiar remedy,
the purposs or end dought to be atteined, are all redevant facis ¥

The problem of detevmining the rewsonsbleness of the tampering
rile probably cannot be adequately answered without studving its
Listory, purpose, nud etfect,  In other words, n considerntion of the
entire sn\)ject.‘maucr of thix veport might well be necessary to deter-
mine the legality of a rule such as the tmnpering rule. It would he
hard to prediet with assurance the conclusions which different judges
might reaeh s a result of suel a study.

With respect to the sanctions which are impased against o player
who violates his reservation, an sdditional issue is involved.  Besides.
determining whether the sanetions ure reasonsble or unreasonsble,
there is the problem of whether the rule of reason applies nt all,  ‘The
sanction of declaving a plaver ineligible to participate on any team in
organized basehall might well be regurded us o boyeott.  There are
cases under section 1 of the Sherman Act whicl sugpest that the
concerted action of & group of competitors in refusing to desl with
rerticulur person mny he illegal per se, that is to suy, 8 boycotl may
{)e unlawhul regardless of its cconomic justification.  {See e. q. Fushion
Origenators’ Guidd of America v, Federal Trade Commission, 312 1. 8.
457 (1041); Eastern States Botd Lumber Doader’s v, United States, 234,
U. 5600 (1914).)  Thus it is possible to argue that even if it would be.
legal for baseball to enforce the reserve clause and the tampering rule
by means of sanctions, applicable only to elubs, it is nevertheless a
violation of scetion 1 to hiacklist a1 player who breaches his contract
and agrees to play for n teatn completely outside of organized buseball.
The subenmmities is not now concerned with the validity of such an

1w Board of Trade of the Qity of c3icapa v, United Stafes, 248 U, 8. £31, 253 (1017,
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argument. but merely points 1o its availability to indierte the danger
that a rule such as rule 15 (2) designed to enforee the reserve clause
might be held illepal under the antitrust liws,

It is not unreasonable to regard organized basebull as o monopoly,
It has been so described by tmportant officials of the game.  For
example, Larry MuePhail's draft of o report ta be submitted by the
m-uulﬂe(l steering cominittee to the major league owners in August of
1946 contained the following langunge:

=% T wenredin business with 7 (and somelimes 15) active parteers,  This
partnorahin, and the agresment mnong the parines to coopernte in the business
af besclall, conatitutes a monopaly,  Ourcounsel do not balieve wie are an illegal
monopaly (hecinse anr pavinership arcangement and ecooperative agreements are
necessary in the promotien of fair eompetition and are therefore for the best
interests of the public) bul we are a combination, and as such the policies and
riles and reguladions adopted contral every ot of us in the operation of our
individunl husinesses

The frct that baseball may ke ealled a monopoly, however, does not
necessarily mean that it is violsting section 2 of the Shermun Act.
That section does not prohibit. monopoly per s,

The question is whether bascball is an illegal monopoly, If the
reserve clause is merely used for the purpose of promaoting competition
among the varions clubs in organized haseball and is necessary for the
suceessful operation of the game, it would seemn unlikely that its use
waonld be regarded as an wbuse of wmonopoly power,  To the extont,
however, that the reserve cluuse has heen used as 8 war mewssme to
stifle competibion from leagues completely outside of organtzed buse-
hell it might well be contended that it was being used by baschall to
monopolize & part of interstate eommerce in violation of seetion 2,

In addition, the opinion was expressed at the heesrings that the
unrestricted growth of the farm systems had enabled mujor lengue
chubs to moenopolize the pleyer talent in Amorica,

The subecommittee need not resolve any of these issues of legality,
It is unportant, however, to stress the fact thet if the legal issues are
determined adversely to bascball, the courts must enferee the luw
even though they may believe that organized bascball cunnot exist
without the reserve eliuse, und that millions of Americans would lose
A desirable form of diversion i it is held illegal.  Judge EFrane stated
this point concisely in his opinion in the Gardelle case. He snid:

Defendands suggest that “organized basebad " which supplies millions of Ameri-
cans with destrabsle diversion, will be unable to exist without the “reserve clause.”
Whether thet i trae, no conrt con prediet.  In any svent, the answer i that the
prublie’s plerzire dees not authorize the courts to condone illegality, and teat oo
court. should strive Ingenioualy to legalize a private {(even il bBenevolent)
dictatorship.t

VIII. Sarrcuanps o 1ue Reserve Bule
A, DESIRABILITY OF SAVEGUARDS

The reserve rule, if carried to its logical extreme, would trunsform
all players into baseball serfs of the club first signing thermn,  Major-
Minor League Rule 3 (2} preseribes that all pluyers must sign a
uniform controet.  Under the uniform contracts used in the minor
leagues and in the mujor Jesgues until 1947, the contracting club or

W fTearing, . 474, ’
W ardelia w, Chandler, 172 F, 24, 402, 415 (140,

20052 —52 10
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itsassignee, has the sole right to ronew the contract  When he signs,
the player gives prior consent to any assignioent. of his contract. And
because he is not. free to offer his serviees to the highest bidder, he
. must accept the salary offered Liiny or ¥etive from organived baseball ®

If there were no safeguards e either the contract or the rules to
proteet the players, such nmandatory consent to both reservation and
the future assignment of his services would make him be forever sub-
ject to the almost unlimited direction of his employer.  If his first
employer wwera u class D club, the player theoretically could be foreced
to stay with that club for the rest of his playing duys at a salary just
high enough to keep Litn from leaving the profession.  If the class D
employer were unwilling to assign his contract to a league of higher
classification, the player could he Iprevcnle(l from advancing in his
wwofession, even if a major Jeague club considered him to he of major
cague ecaliber., Conversely, & major league club, with mpunity,
could assign one of its pleyers to any elub witlin organized baseball,
even if that club were the poorest-paying club in the ¢lass D leagues,

If the rules of organized baschall and the player's contract ave to
he equitable to the player, it is clear that safegnards to the reserve
rule are necessary for the benefit of the plaver,

Opponents to the reserve role freguently cited its polential abuses
ps one of their reasons for opposition.”  Witnesses who believed that
professional baseball could not survive without the reserve rule unani-
mously agreed that safegunrds were both necessary and desivable if
the reserve role s to be given the slanu{ of approval by the law., They
disagreed only as to the adequacy of the present safoguards.

The testimony of Mr, Leshie O'Connor 1s especially pertinent to the
guestion of the desirebility of safeguards to the reserve rule,  Ile ulso
explained the type of safeguards he considered essential.

Mr. O'Coxxon, * % % [If the reserve rule] were properly safeguarded and
the player were protected as completely ns possible against any abuse of i, [
would see o sbjcetien to it

* = L = » - -

Now, the safeguards that I think are essential ene, first, the siluation shoutd be
eropted ns Lo all rodes, becanse all the rules are poart of the cantract, and it's
the renicwal of that contract we are talking nboul—the situation should be such
that smder all of the rules the player i retpined in the highest service for which he
s capabic ol all times,  In other wonds, if he s eapalile of major league sorvice,
he showld be in major league service,  IF he is capable of eliss AAA servics, he

should be in class AAA sorvies, with the player at all times having the right to
paprove himsell and sdvance higher

AMr Keamiwa, Well, we hat a ¢ yesterday of o fellow who was in the minor
Yespgres and he was getting 85,000 n yenr, and Lthey offered him a contract to come
Dack ta the major lepgue, which controiled the minor league eluly, at $6,000 a
vear,  [n other words, when yon zsry he sheuld have any opportunity 10 serve
in the highest celielon * % * that he is enpable of, you mean, T psnme, at o
aalary al least egual 10 what e got the vear before?

Mr O'Coxnor, [ asanme more than that, I szsume that the higher the classi-
fication, the higher Yis salary would be.  That is what it should be, normally,

The Chnarevax, Who would determine what you spoake of ag hiz right to perform
the highest cchelog at all timees?  Who wonld determine that, the pln.y-'r‘lmn:'c'lf,
the slub only, or both, or wonlid you have some foram wherdn the player or the
clnb eouid correct the contraversy by way of arbitration or otherwizaf

e e senb foem sdnbract of 1he anajor leagives & the eame eccepd that the salary ay nalb be S thian 85,000
and pas not be rediessd in any yesr by mom Than 25 peresiil.
W Remring, p. 950

Could we thegelore reasonrbly expect in a
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Mr. O’Cowxon. It nocessarily conddn’t be determined by the player himself
and neither oueht it to be determined by the club itself,

Now, bazeball has had for many years g rule which is direeted exaetly to that
purpose of determining whether or not the player is of that caliber, T am spenk-
ing now of the waiver role.

If you have a satisfactary waiver rade, yon there have the judgment of all the
othier clubs of your league or of your classifivation that the player does not measure
up to the requircments of that elesiGeation as expressed in the terms of a fair
sum as 1o value of hia contract,  In other words, in the major leagues you have
major lenjne waivers,

If the St. Lonis Amerean League Club, for exmnple, decides that a player is
not worthy of major league retention, they will ask waivers from the other 15
cubs.  They must szk them Before they can zend themn te the minor leajoe
ciubs,  And the judpment of the other 13 culs—I am aszuming, of course, an
honest, uninfluenced judgwment—will determine as Lest as i3 humanly pessible
whether or not that player at that particular’ time is capable of major league ball,

L] " - L] ® -

¥

The Chamesan, Well, basehall is tioged with some elements of business,

Business is tinged with some elemonts of profit. The profit motive i important,

{nn}ul.nl] the eases, a reasobable nugaber
of easex, that selfishness wouald not prevail, and pemooal interest on the part of
thie elub owness would not preveil, above the peneral interest here, so that the
player would nol get w fair deal?

Mr. O'Cosxon, The selfishness of the clubs would prevail, and thatl Is a big
asset. There are 15 other selfiish clubs that are anxious to et ballplayers, and
they would seize upon the opportunity to get themn, ‘The :c-:lh'Juu-sh there
works out for the benefit of the player, to keep Wim up higher,

= * - - L] w "

The first thing that T think would improve the reserve elnnse, as I =ny, is to
have rules which would keep the player in the hiphest service (v which he is able
to play. The zecond neeessity, ps 1 see it, is that o clul should be allowed
to control more players than aré actunlly needed by that cdub.  The major leagues
in their rules sot forth that 40 players nro the total that o najor league club may
control through contmaet or otherwise, There s no major league elub which
does not control several hundred baliplayers,®

Both the uniform players contraet and the rules of organized
baseball sre preseribed by the club owners themselves,  As intimated

.above by Mr. O’Cornor, safeguards for the player may also be in

the self-interest of the owners themselves, It is not surprising,
therefore, that almost without exception safeguards to the reserve
ruie have been adoptled not primarily with the pleyers’ welfare in mind
but i order to matain sn open supply of players for the collective
benefis of all elubs.  Theso provisions have tended to prevent the
holdiny down or the monopelization of player talent and thus have
worked indireetiy 1o the benefit of the players themselves, Safegumrds
of this nature inelude the player deaft, the waiver vules, player limits,
and the vo-farming rule.

SBafeguards not an the direct interest of the clubs themselves bave
seldom progressed beyond the stage of speculation.  These inelude
salary erbitration, minimum salaries, consent to nssigument, and
the opportunily to enter contracts without the reserve clause.  Occa-
siopally, the plavers themselves have taken the initiative in estab-
lishing saferuards (o the reserve rule threugh eollective bargaining,

7 Hemrlngs, fgr. &50-60H,
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B. LIMITATIONS OX THIE RESERVE RULE WHICH RENEFIT BOTH
PLAYERS AND CLUBS
1. The player draft

Ford C. Irick, present commissioner of baseball, testified that the-
draft originated in 1901

With the svowed purpese of protecting the players” loterests while at tho-
samo time providing an instrument for the movernent of pluvers hetween mnjor:
and minor leasgues, two far-roacking rules were extablivshed.,  First was the selpe-
tion or drft rale®  Thiz nile, instituted voluntarily by the elubs and the leagies
themselves, provides the tight of a elub of & higher classification to select at the
gnd of the senson, the contract of a plavir in & lower clessification and to mgve-
that player to as bigh a ¢nssification as his abilities woudd pernit.,

Mr. Frick’s statement of the effect of the draft rule is correct.  As to-
the time and purpose of the rule, he appears to be i evror,

The first denft rule was meorporated into the nationa! wgreement,
March 1, 1892, as o compromise between the major and minor leagues,
The National League refised to extend the privilege of reserving
slayers to the minor leagues woless it could foree the sale of minor
Len;:uu plaver contracts at the end of each year. Consequently, the-
minors were divided into two classes—A and B, Between QOctober
1 and FPebruwy 1, elubs in the major and elass A leagues hiad the-
right to dralt an unlimited number of players from elass B clubs for
2500 upiece.  Mnjor league elubs also could draft an unlimited
nwnher of plavers from cliss A clubs at 31,000 (New York Times,
Muarch 2, 1892, p. 6: 1892 Natioval Agreement, arts. 5 -6, appendis,
pp. 1400-1401).

The plaver draft has remesined a fundamental principle of “haseball’
law’ for 60 years, but not without materigl ehanges which have
amcliorated the players’ chances for ndvancement.

Prior fo 1802, minor leseue plavers generally were not bound by
the reserve rule. Therefore, they were free to leave their eluhs and
seek better employment et the end of eneh season,  The unrestricted
draft of 1892 did not foreclose the advaneement of plavers. [t
merely foreelosed their freedom o contract,  Any club of higher-
classifiention desiring o pluyver of a lower elnssification could deaft
that player for & nominal sun,

Continuous nugor lesisue opposition to the player draft has vesultpd’
through the years in the ereation of numerous exceptions to the
original rule, :

The first sueh exeeption cane with the drafing of 2 new navional
agreement in 1903, By this time, the minor lengues were divided
into four clagsificutions—A through 1. The major leagues could
draft players from these leagues for the following smounts:

Class A oo an TS Claw ©
Cliss I o S g e e T 500 | Class D

The one exception 1o the universal draft. was created in favor of
the top minor leagues.  No more than two players eould be selected
front any class A club in any one yvenr,

Sinee 1903, the draft prices huve heen steadily inereased and so
have the exemptions. Ouo January 11, 1906, the National Com-
mission reduced from two 1o oue e number of players the majors.
conld draft from uny one class A club (deeision 188, January 11, 1906).,

182 Tae e rale, Mr. Fricl o ried, was the walver Tule.
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In Jamuery 1910, the minor leneues withidrow from the national
agreement. Temporarily, therefore, all players were exempt from
the drafi. Two years later, the national assoeiation and the major
l(:ugnes entered into a new pact, the mejor-minor league agresment,
The drafe system was optional for all minor leagues.  Leagues whiel
consented to the draft were subject te the same rules as previonsly
in foree: The draft was wnrestricted for class B, C, and D lenmues,
restricted to one player from any club in class A or AA leagues.

Five leagues chose to exempt themselves from the dmft provisions
i the 1921 Major-Minor Agreement.  ‘These included the Ameriean
Association, the Intornational League, the Pucific Coast League (all
celass AA), the Western League {class A), und the Three-I Leaguo
{(Class B).  Although these leagues conld not draft players from
lower classifications, they considered it to be to their advantage to
nequire and lose players by purchase only.  Such deft exemption
harmed both the players and the mujor leagues, The pluyers of
Tower elussiflication had fewer channels for advancement, and plavers
in_the exempt leagues could advance only if their employers wero
willing to scll their contracts. Moreover, the major Jesgues were
forced to pay huge sums if they wanted desirable players from these
draft-exempt leagues.

Many clubs in the draft-exempt lengues reuped fantastie profits
from their isoluted position. The most nomh?r-, example was thae
Baltimore Orisles of the Internationul League,  The Orieles sssembled
it team in the enrly twenties which would have fared well in either
major Jeague. From 1019 Lo 1925, they won seven conscculive
[nternational T.eague pennants.  Attendance nvernged 230,000 a

yvear.  The wealthier major league elubs bid high ifor the Baltimore

players, many of whom were of reeognized major league ability.
Prtehier Robert Grove, who won 108 gnmes in five seasons for the
‘Orioles, was sold to the Athleties for $100,600,  Pitcher Juck Bentley
netted 372,500 from the Giants; Pitcher George Farnshaw, $70,000
from the Athleties; Shortstop Joe Boley, $65,000, also from the
Athletics. Totad sales by the Orioles during the twenlies were cali-
matted at close to %1,000,000.  Many players, ultmately sold, were
ready for o trial in the major leagues }rmn 3 to & years before thoey
received the opportunity,  Others not sold never did get the chance ™

In 1930, the major leagues threatencd to sever all relations with the
draft-exempt leagues unless they accepted the nniversal deaft.™  The
result was another comprontise lLietween the najors and minors,
mulually sutisfuctory to botl purties, perhaps, but another retreat
from the principle of the dreaft insofar us the players were coneeried,

Under the new arrangement, minor lesgue players were not eligiblo
for the draft until they had played w stipulated number of years in
orgunized buseball—from 2 yeirs in the class D leagues to 4 years in
the highest minor leagues

The latest impediment to the sdvancement of players by the druft
was crented in 1951 with the establishment of & new “open’ classiften-
tion for the Pacific Const League,  Players in leagues of this classi-
fiention mey not be selected nntil they have completed 5 years’
SCrVice,

t }-:I:nLH. Lancastiar, Paltiipore, A Moneer4o Onganled Desetal], Maryhond Wistorioad Megacine (1#0)
[EIIE e

8 Haw York Time, July 10, 1600, [ 20
¥ Mslor-Ainor Lesgue Rule & Ig] sppendle, berines, p. 1163,
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Increased dralt prees, though benefitting the minor leagues, hnve-
also reducod tw ellicacy of the draft systent to promaote plavers. This
can best be demonstrated by o compavison of the major league drafl
prices of 1951 with those of 1027 and 1903,

Chasifieation [ s mer | e

Drealt prices within the minor leagnes have mevensed corvespond-
melv,  The present range is from 86,500 for the selection of a player
by elass AAK from AA e 5700 for the seloction of a player Ly class
from elass DD In 1903, elnzs A (then the highest minor encue classi-
ficntion) eould seivey from elnss B for 53600; and class € from cluss D
forr S100 {National Associntion Agreement (19033, art, 12, see, 1),

George Trantman, president of the potional association, testified
thut under existing rules pimost 50 percent of all minor league players
were subjeet to o sclection in 19500 This estimate appears 1o be
iilusory.  As many as 30 players on o elub i the higher minors may
be “subject o selection,” but once one playver lins been selected, the
remainder are no longer eligible to be dreafted.  Avticls VI, section 3
of the Mujor-Minor League Aprernent says:

Oune player's contranet may be selected each year from ench elass AAA club;
cliz AN club, * * * and class A elub; and a elass AA, * f * ora
clagz A club from which n players coptract has been seleciad by a major league
clubs shall not be subject to further selection by mwinor leagoe cdubs of higher
clazzification. @

Thus, only 70 out of approximately 2,000 players in the higher minor
lengues nre in fact elicible ta e dvafted each year ™

In the lower neitors, only players withh two or more sessons of
service are cligible for selection.

The draft need work no harm onsuinos league clubs even if they have
players worth several tines the draft price.  The sclection period is
limited to o few days enel autumm.  This enablez clubs to sell their
cligible draftees to clubs of higher elassifieation.  This point was
explained by Congressman Ierlong, former president of the elass 13
Florwda State {.eague:

If n ballptayer is gond coough 10 be dmled, some club iz going 10 g0 i and
offur o little more mopey than thee dmfl price for viin * * % They can-pay
what they want Lo for a plaver above the draft priee.  For inslanee, if the MNew
York Yankees wanted to deaft a fellow from our league, they fad better bay him,
Lecause if he is gond enough for the Yankees, the 50 Lowis Browns eanld draft
him and they would gel hian because 1hey are lower in the leagne standings.

0 smsociation A preensenm?, 2T.06 k), appeodis, berings, pp. 1951700
¥ Hea 191,
B Aopsmdic, Tearings, p. (354, p LT,
3 Mupor-maloor Le g ke & (o) alas provides thal Ay clib mag deslguade ane or oo ploem whs
aladl n. Prier selectlon of any pluyer on ® unresteh=tel lis! ghatl pet
f avhled 10 Ehe Mok Minor L e Apreement.” I nay
i 1T leli] sl whoss
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The pressure ereated by the draft 1o sell players hefore the selection
dute gives rise to bitter complaints from the Parcifie Const Laeagrie.
Aspirmg to eventual major league status, the Pacifie Const Lensue
recogiizes that i is unable to build up teams of top ealiber so long as
oven one player is eligible for seleetion by the American or Nationl
Jeagues,  Clubs in that league face two wlternatives, neither one
computible with their eventual ambition. They must either tako
their chnices of forfeiting a player worth several times the seleclion
price or else sell the contracts of all their plavers worth more than the
selection priee before the dreft period amives.

_.'\o‘ witnesses appearing before the subeommilies confested (e
prineiple of 1he draft ns a necessaey instrument (o promate the nd-
vanceaent of players.  Some, however, felt strongly that the present
draft rules are so restrictive that the safegunrd for the plavers is
virtually nop-existent.  ‘FPhey wrged that return to the universa) draft
would have no harmful effects. [lustrative of this view is the follow-
nyr colloquy between Congressman MeCuallaeh and My, Lestie M,
O’Connor, & veteran of over 30 years with organized basebull:

Mr. MeCurnocw. Mr, 0'Connor, wonld nat some of the objeetions which you

hive mentioped against the farm system be destroyed if the draft, mle were
shanged? 3 3 ! .

Mr. O’Conxon. If you had o universal draft that applied Lo every ballplayer
an the ball elub al n reasonalile fijgoara, cortainly thal would desirov any incentive
whatsoever 40 hovo a farm eyvstein merely for the purpose of avaiding roles and
controlling player, :

My, McConnoci, Do vou think if thet draft rule would be changerd as vou
1:_: Ve dl_".-'»:‘rlll:-n:\l it, it would reswlt in the destruction of minor lenguae Leains from
timoe lo time?

Mr, O'Coxxor. Not if every elub were strictly held to the mimber of players
that they need. In other words, if & major league club conld ot under any
conditions eantrol more than 40 players, a clnss triple-A elub, for instance, wonld
bave full aceess Lo nll of the players dowy below it, with no ability of a majar
league elub Lo prevent them from gitling them, T do not think it would hurt
the: elass triple-A elubs in the least @

The frequent modifications attached to the principle of universal
draft. have substantially reduced {13 effectiveness as a method of
assuring rapid advancement of players in theiv profession. This is
highlighted by a comparison of the number of pluvers drafied by
major league elubs prior to World War [ with the 1920% and today:

[Draied| B Prives ! [ Pratte |Torste prices
e L 3 '.
iola. . e ‘ 28 | ::
1013, | | 2 3
12z, L g I T ; i T T e = 265, 1)
(= | 1 43, o | g Ry | i, ()

Soren: Hemeh, Spodidieg, and Hplok bashall puldes; Sporting Nows, Dee. 12, §8al, p. 7,

As this table indicates, from three to five times as many winor-
leagrme p]u_\_;crs obtained u ehunce for advaneement through the draft
prior to World War [. Taday, no mare players are beoing drafted
than in the early Lwenties, when five of the largest minor lengnes were
e from magor league selection,

Lnuh _('lub in the higher minor leames may lese no maore than one
pliyer encl year.  Major league clubs owing ninor lengue farms are

I Hearfngs, p, 47
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ahle to turn this restriction to their further advantage by packing all
of their draft-eligible players upon one minor league roster.  If the
farm operator left his players on the minor league clubs with which
they played during the seuson, he might lose from five to seven during
the seleetion period.  But by placing major feague prospectis on ong
roater, is ahle to keep all but one of his ({mflah]c farm hnnds in the
minor leagures for another year, .

An example of this player shuflle to minimize dreft losses s the
Brookiyn Dodgers in 1951, Prior to the sclection period, the Dodgers
transferred 13 cligible draftees from St. Paul, Elinies, Hollywood,
Mobile, Fort Worth, and Puchlo to theiy Montreal Club in the Inter-
nutionsl Leagne. OF the 87 players on the Montreal roster after these
transfers, 30 were eligible for advancement to the major leagues, On
the roster were 20 pitchers, 16 of whom had winning records during
the 1651 season.™  The first minor-league player to he selected by
the major leagues was George Schmees, o Montren) ontfielder hitting
328, wim was drafted by the St. Louis Browns,  That selection closed
the door for all other Montreal players.  Unless Brooklyn was willing
to sell their contracts or to use them on the Dodgers, they had missed
their chinnees of going to the major leagues for another vear,

The mujor lesgues forced the universal draft upon the minor leagues
ag o condifion precedent to granting the minors the right of reserva-
tion. Any player in organized baseball was thus assured that if an
major league elub wanted his services the succeeding year, that (:luf;
conld get him.  As the eoncept of reservation changed from a right
growing out of eontract among clubs and leagues to an inalicnable
property right, the minor leagues have demanded and obtained a
series of restrictions on the draft rule which materially limit its value
as @ sufeguard to the players. The major leagues, too, have contrib-
uted to the near elimination of the draft as a method of assuring
player advancement. By owning severnl minor leagne clubs, major
Leugma clubs arc able to manipulate scveral hundred minor league
players, so that they lose only anc by the draft cach yenr. Sixty
yoears ago the draft was eonsidered nn essential limitation if the reserve
rule was to be extended to the minor lengines, Today, the draft is
so riddled with loopholes that it is doubtful whether it serves as an
adequate substitute for Ifree competition to assure the advancement
of players with ability.

2, The waiver rule

The walver rule, like the draft rule, is designed to ennble players to
bie in the highest elussification and salary bracket for which they are
qualified. like the dreuft rule, it peninits the self-interest of the elub

Cowners to determine the level at which o player will be employed,
Under the universal deaft, a pluyer could advance to u better club
desiring his services, even if his former employer objected.  Under the
waiver rule, the player is nssured that he will not be sent to & poorer
elub unless no elub of the higher classificntion desires his services, As
explained by IFord C. Frick—

So long as any ane of 16 major league elubs feels that n plaver has juajer leagtia
ahiliLy that player cannot be sant outright to tho miners, The anme waiver rulo
alzo appears 1o the National A=sociation Agrecrnent and grants to minor leapgee
}:luy«r:: the sameo privilege and the snme right which s granted under the mujor
prgie riles, ™ .

U Nantreal poster pries to the welection pirled 18 reprinted in appendly, p, 16358
 Hmrloar, . 59,
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1 o . .
The waiver vules applicable to the major lesgues are contained in
Major League Hule 10;

(@) Noasiznment of & player shall be made by a wajor leagua elub after June 15
ta the close of the championship seazan to another olul of the same league, or ot
any time to o club of the other major league, except after adl clibs of pr&pt}séd
pesignor’s league shall have had an epportunity to take sn assipnment of such
cantract at the waiver price, = » * '

iy Before s club may assign o player’s contract to a minor league club, ench
major league club must be given &n opportunity to take an nesighment of sueh
contract; wnd only when no siuch elub aceepts the sesipnment may the nszigniment
to the minor lengue elub be consummated, ™

Optional assignments of player contracts to the minor lesgues are
excepted from the waiver rule (Major League Rule 10 t(’c]). If
walyers are requested and unother elub elaims the player's contruct.
the first elub is entitled to withdraw its request for waivers nnless it
has withdrawn waivers for that pluver twice previously in the sume
culendar yenr (D.-[uljor League Rule 10 (1)), ‘The usuuf waiver price
18 810,000 (Major League Rule 10 ()}, If & major league desires to
release a player unconditionally, other major league elubs may cluim
thit, ]:Iuif_cr for $1, provided the player consents (o the trunsfer (Major
League Rule 8),  Whenever more than one club elaims o player on
WRIVers, priority 1s given firsl to the clubs in the same league and then
ta elubs in reverse order of their standing in the pennant race (Major
Lesgue Rule 10 (h)),

_'The waiver rules in the minor lesgies are of very limited applici-
tion, Waivers generally ure not required for the release or gRslgninent
of playersin class B, ¢, and D leagues, In the higher minors, waivers
must be obtained only from elubs in the lengue of the wssignor or
releasing club.™ "

Judge Landis, curly iu his 24-yenr tenure as comnissioner of baso-
ball, inserted the following footnote to the waiver rules, which hus
sinee been incorporated into the major league rules ns rule 10 (y:

The waiver rales sre for the beoefis of the players, as well as the clubs. No
elub, therefore, should solicit another elub, dircetly or indirectly, not to claim o
player on waivers, er to withdriw a claim that has been made,  Penadties will be
imposed by the cemmissioner for so daing, or for aceeding Lo sueh solicitation ¥

As this statement wonld indieate, the waiver rules wore adopted by
the clubs in their own self-interest.  The purpose belbind the adoption
of the waiver rules was to keep elubs from sending players to Jower or
competing lergues without permitting rival clubs to employ such
Plu},’em. Leapues felt it was i their interest to retain g playerin that
cagie if any member club desired him. ;

The development of the waiver rules is elosely associated with the
development. of the assignability of player eontracts. Originelly,
major league elubs could reserve u player for sueeeeding seasons but,
they could not transfor him to another club.  DBeewuse personal service
contrnets were not assignable at law, the only mechanism to transfor
a player was for the assignor club to “velonse’ the plaver and the res-
signee elub 10 sign him to a new contract. Such u procedure was
quite hiazardous, however, because there wus nothing to keep the player
frolp ignoring o gentleman’s agreement and signing with & third club.

The first National Agreement of 1883 provided that on the relenso:

N Appandix, hearlnes, p. 25 aL p. 1138

M Xatlonal Assoelatlon Agrecinent, see, .00, 7302 (1), 23.02 (L), appeadin, hesrings, 1, 198 68 &
N Appemnble hesctngs, p. 1123, ef 2eq. ' i A .
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of a player from reservation, any club g party to the agreement could
signt such player sfter a 20-day waiting period ™ Subscquently, this
period was ent to 10 days,  This walting peviod was intended ta give
all clubs an cquel opportunity to compele for the released player's
services,  That was exaetly what somae relessing clubs did not want.
In 1885, Munager Charles Hackett of the Cleveland National League
cinly agreed to transfer his best players 1o the Brooklyn Clul in the
Amerigan Assovintion when the Cleveland Club resigned its member-
ship from the Nutional League.  To uccomplish this, he hid seven
Cleveland players in a small town on the Canadian herder te keen
them free from temptation during the 10-day waiting period,  When
the eleventh duy wrrived, he signed them 1o Brooklyn eontraets and
brought them out of hiding. This wetion angered other Nutional
League ¢lubs about as much as carlier wetion by Jolin B, Dux had
angered the Amnerienn Associntion,  In 1881, Day, whe owned hoth
the New York Giants (National Lesgue) and New York Aetrovolituns
{Ameriean Assoeiation) refensed two of his star players from the Mets
and signed them to contracts with the Giants,

Both the National Leamue and the American Assoelation, desiring
1o retain their plaver streopth, sgreed o an amendment to the
Nuational Agreement in 1885 which zave clubs in the same league
first. option to sign relessed players (Now York Times, October 18,
I885, p. 2).  Thix new section rewd:

V. Upon the release of a player frem cenlract or resecvation with ane elub
member of eitner association party hereta, the services of such plaver shall at
once be sabjert to the peceplanes of the other elubs of such association, expressed
in writing or by twlegraph, to the secretary of siuch Assoceiation, expressced in
writing or by telegraph, to thi Sceretary thereof, for a period of 10 days after
notice of said release, nud therealter, if said =arviees De not so accepted, said
playur may negotinte aud contract with any other ¢lun * = =5

Following this amendment to the national agreement, the National
League adopted ifs first crude waiver rle, establishing the machinery
~for claiming players relensed by its eluls (New York Tiwmes, November
20, 1885, p. 3).

The effeet of this new rule was to stop the trunsfer of star players
from one league to another, Since rival clubs hed & 10-day advantnge
“over clubs of another lengue in signing released players, an cffective
transfer of a pluyer to 1 club outside the leazue by renuemen’s agree-
ment was extremely hueardous, if not impoessible,

Before a club in eithier inujor league could assin a player to the
other major league or to o minor lengue, it had to secure “waivers’”
or promisez from its competitors nob Lo sign the relensed player,
Through trid and errer, the National Teagoe developed a waiver role
which preswined all clubs waived their eluims to o relensed player
imless they indiested to the contrary,

The rule giving clubs in the same leagoe first chanee to sign released
pluvers was readopted in article X1IT of the 1992 National Agreement,
and in artiecle VI, section 3, of the 1903 National Agreement.™
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Actual waiver rules were considered intra-lengue matters until,
1805, when the so-cnlled interchange-of-waivers rule was sdopted by
the national commission:

Whenever o minor leagoe Player has bheen purchased by o bajor leagie el
g-u(:'h a player eannot revert back to any minor league eloh 'I]I1r|||g the venr follow”
ing sueh pucehises, unless all major bea s elubg of both the Navionnd and American
Lengues shall nave wrived claim to bis servioes, nnd if sueh waiver canpnor be
secured, then the plaver shull vither rewain with the olals having purchased him
or be transferred (o the clul: refusing to waive cladm to hir, by @ale to guels club:
and in such instances, the pirchase priee shall e e s as 15 G0t fixeid by the
Naticnal apd American Leagaes in like cuses, Lo wit, E1,060 {rude 37, adopted
Septembor 1, 1305, Second Annnal Report of the National o fsian (100,
p. v,

According to the national commission, the purpose of this inter-
chunge-of-waiver rule was—

Lo privent the covering up of players by major league cliths and thi dispsing of
plnyers 1o r_“i'"ir‘r lesvguee clulis, who had been puarehased by major league aliphss,
witiiout giving cvery major lengue elub nn opportinity to scowre the sorvices of
such players (decision 392, June 22, 160%). g

Minor leugue ¢lubs wishing 1o keep their playvers out of the draft
sometimes “sold” their players 1o 0 major feague club with the
expeciation of repurchasing the players after the end of the draft
periad. By requring wnivers of 15 clubs instead of 7, the nutional
commission hoped it conld climinute this practice of coveringe up
players,  Also, ehibs in the American and National Leagues frequently
desired (o hire players released and vnelsimed by the other major
lengue. Prior to this rule, u mujor league club conld purchase or
draft w minor league player with the bonm fide intent to use b, find
the player wanting in ahility, secure waivers from ity seven competi-
tors, and send him back Lo the minor leagues even though one or more
clubs in the othier major lewgue desired that pluyer's services.

The national connaission's interchange of wniver rule was in-
corporated into the National Agreenient in 1912 (1912 nationa] agree-
ment, art, VI, see. 11}, Two years leter, the national commission
ruled that interleague waivers were necessary for nll players ussigned
to the minor leagnes, not only ta players purchmsed or drafted during
the preceding yenr . ‘

The waiver rule upplied ta wll major league players until January
1921, when with the adoption of the new Major Lengue Agroement,
the present exception for optional wssigniments was added:

Later in the twentes the standord waiver price was fixed at 57,500,
and preference was given in ease more than ooe club in the same
lengue claimed a player to the club lowest in the league standings
{Major Leangie Rules, 11 (11 (d) und (g) {1928)). ' ,

lexeept for s few years prior Lo 1021, requests far waivers have hoon
p‘:vncuhlc. Unwilling to risk the loss of “prayer assets,” celubs have
insisted upon the privilege of revoking requests for waivers if another
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club refuses to waive. Beeause of this revocability feature, the
waiver riule has assumed a secondary function, namely, to discover
what clubs.desire players for the purpoese of planning trades or sales
of plaver contructs,  In actual practice, this byproduct of the waiver
rule has proved to be inconsistent with the alleged purpose of the rule.

My, Philip K. Wrigley, president of the Chicago Cubs, deseribed
this sceond function of the waiver rule in the following colloquy
with counsel:

Mr, Stevens. There wos (eathnony by Mr. O'Connor yesierday that there
should be * * *  just one waiver whieh would be irrevecnbie, Do yoil soe
any renson why that should not be done?

Ir. Waioary., Yes. Listening to that yesterday, I thought maybe it could
be elurificd s litele bit further,

* % % Your walvers have always peen trinl halloons or iesis. You ask
for waivers on your players, and then yon cin cheek with the elubs who claim
them, and (had gives you o pretty good ides who is intercated o whomn and to
whal extent,

Mr. Brevexs. In other words, the first time you list them you arc merely
trving to tind sub wha mipght want to purchase thern in the cvent vou want to do
some trading? :

Mr Wrisney, That is ripht. It gives you o lead as fo where to go, where
you think you can get the best deal B

This revocahility feature permits requests for walvers Lo serve as a
method of enginecring sales or exchanges of player eontracts,  But
another vesult of this revoenbility is that ymnny major league clubs are
able o railroad pleyers into the other major league or the minor
leagues.  Clubs receiving o waiver list from enother club have no
wiy of knowing which players, if any, that club really intends to
release to the minors or the other major league. Sometimes, clubs
fail to claim a pleyer they might otherwise desire in the belief that
the esking elub wonld never sell that player at the 810,000 waiver price.
Perhaps for this resson, Nrtional Lengue stars have been waived
such as Piteher John Sain, First Baseman John Mize, and Outficlder
John opp, out of that league and have been sold fo the New York
American League Club.  Similarly, o plaver may be shuttled to the
minor leagues, although other major lesgue chubs gladly would have
chuimed hun for $10,000 Liad they not known that such a elaing would
have prompted revoention of the waiver vequest for that player.

Severnl withesses woere of the opinion that el ewners actively
solicited other clubs not to elnim plavers on the waiver list. Cy
Block, a former major and minor league player, asserted that “the
waiver ruje s the farce 1 baseball.” He deseribed a “gentlemen's
aercement’” which he witnessed in the office of a Pacific Coast League

Cluly:

Mr. Broce, * * % [ was present in 1946 in the Los Angeies baseball
office nnd was just abont to shgn my contruct when the president of the Los
Angiles hall elub was speaking on the telephone, [t seomed that tie Seattle
ball elub had elaimed a eatcher from Los Angeles, I believe his name was Bill
Breonan, and the president of the Los &ngeles club had the Seattle ball club on
the phone and was talking to them and trying to get them to withdraw waijvers
80 they could send this boy out to the Western International Lengue,  And the
final putcome was this. He sald, “Well, if you walve on this bay, [ will waive
an one of your hall players. I want this boy to go o the Western Interpational
Leapue,”  And Bl Breonan was sent to that league,

Mr, Brevens, This conversation was had in your presence?

Mr, Brock. That is ri-ght, sir,

| 4 Hearlngs, pp. 742-78,
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Mr. Srevexs. What would be necessary 1o prevent gentlemen's pgreements
of that kind—what modifieation, if any, shonld be Inmh‘{r

Mr. Bracx, If & ball player is placed on the waiver list and he is claimed, he
has to bo =old. And you do away with all of thess gentlemen's sgreements,
beenuse there wondd be teo mueh trouble for the elub owners, avery time they
placed six or seven men on the waiver list, to eall up all of the club owners.  Tha
other way they know what clybs are claiming them beenuss they have bwo or
three wittadrawald on waivers,  This way, if they submit n playver on the waiver
list and ha is clajmed, they have 1o s2]l him,

In this way the ball player's major league oareer will be prolonged, and also
it wonld help basonall itself becnuze the second division clu}: that claimed him
wonld benefit by this particolar ball player. It eould help them,

Mr, Srvevens, In other words, you are sugpesiing that the tight of a elub
which asked for waivers to withdraw its request should be taken away?

Mr. Lrock., Absolutelym =+ » #

Mr, Block's view that requests for waivers should be irreveeahio
is shared by players.  Mr, Wrigley testified on this peint as follows:

Well, T was on that committee to drnft & new contract of which Larry MacPhail
was chaitman. [ was very much imgirezsied in our meetings with the representa-
tives of the players. I ean't remember that there was any question at sll about
the reserve clause or any time spent talking about it, :

1 was rathor impressed by the fact that the one thing they objected to was tha
waiver * % ¥ And it was a result of their abiection that it was changed
from un)imited waivers to two weivers which could be withdrawn, and on the
third waiver the player bas 1o go.t*

Will Harridge, president of the Ameriean League, and Larry Mae-
Phail, former major lenpue executive, testificd that they had no
knowimlgc of any gentlemen's agreements to waive players out of a
mujor league*

Leslic M. O'Connor, former adininistretive oflicial in orgunized
haseball, however, testified that he knew of actual vielations of the
rules:

Mr. Stevess, Mr O'Connor * % * A wilniss yesterday testificd that in
hia rielief the waiver rule is violated by so-called gentlomen's agrecinents, whoreby
ogir clab agrees not to clolin waivers on a player in exchange for o similar ngree-
ment from sunther e¢hub, * * * [ wonder if it i3 your impression that such
gentlemen's agreomonts are commaon,

Mr, O'Coxxon. * * % [ think there are undoubtedly an extreme pumber
of ensed in which the pluyer is convinced that there was such a gentlemen's agrec-
ment as you menlioned.

Now, I personally have never known of one that actually reached the stage of
a gentlemen’s agreement, but I have known of cases where clubs have called up
and anid, “Now, won't you please waive on this player?  We would ke to use
km down in this clab,  Won't you plesse wiive on him?"

Mp, Srevens. Would not that violate the rule, whieh I think is part of the
waiver rule, which provides that no club shull attempt to induee another club
not Lo claim waivers?

Mr. O'Coxxon. Thut was put in by Landis jusl hecanse of this situation that
vou tnlked about, He directed attention to the fact that the waiver rules werc
not merely for the benefiv of the other clubs; they were primarily for the benelit of
the ball pluyers, and any agreemient or solicitation of action of that kind would be
penalized,

Mr, Srevess, But would you not say that if one club executive culled anothier
club pnd said, “Please do not elnim walvers on this particular player,” that would
be a violation of this rule?

Mr, O'Coxnon. It certainly wonld, in my judgment, And T do not by any
mennd #a5 that it has not been done. I think thers probably have been quite a
few Instances in which the understanding will bo that, “1 will kiss you teduy und
you kiss me Lomorrow,'"

M Hunrlngs, pp. S2i-105,
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- In the opinjon of Mr, O'Connor, the present waiver rule needs two
chamges 1 1118 1o serve as an adequate safeguurd to the reseeve rule,
Fivst, it must apply to e} players, And second, the vequest for waiv-
ers should be hrrevocable.  Mr. O'Connor summarized these two
recaommendations in the lollowisg discussion;

Mr, Stevess. Mr, O'Connoer, in your general comments, you stated that you
felt that one douht you had about the present reserve clanse  * % wag that
l_:-vrlmp:« it dut not sufliciently gucrandiee that the player would be retained ia the
ighest sorviea of which ke was eapable.  And yoeu staled that the waiver rule
was disigned o ol that purpose. 1 wonder [f yon ecsild tell us whetlier yvou
think the waiver rule, ng now vn the beoks nned as now in force, dees adequately
perform that functicon. '

Mr. O'Coxxan, Na, I do not,

The Cuaraan, Give us ¥our reason. )

Afr, O'Coxnon. The waiver rale i itself, T think, is n very perfect device for
ascertaining the selfish judgment nbout kicping a man in the highest elassification
he is capnble of plaviog in.  But in order that it may do that, vou must have a
gemiioe waiver that takes effect,  Now, the abjections that 1 have to the present
waiver miles are these, T am speaking particningly of tho majer league waiver
rules, bicant do not know moeh sboit winer leagae walver rules,

Lo thie Aret placa, I think it is o mistake for the waiver moles pot to apply far 3
yewrrs, pi they are ad present. I a major leagoe cdub purchoses a player’s contraet
frome a minor lengue eluby, he can be sent out for 3 years without waivers of any
kind uiless he is sent owtright,  They ean sond him out optionally without walvers
of nny kind * = * The only protection twere bg that 1 vear js dedoeted for
each year of wajor leagus serviee and ench year that he has already heen out
under optionad a=sigunent.  But in A great majority of cuses, the net result i
that o purchused player can be sont out for 3 vears, on oplion, without wnivers.

Now, in conneetion with drafied plevers, the desfted plaver st be refained
for 1 year before ha ean be 2onl oyt on aption without waivers,  Bub at the cod of
his firsd year, b ran then be sent out on oplion Jor'2 yesrs withoo! waivers,

The secand objection that militates agninst the perfection of the waiver rale is
that tho waiver request can be withdrawn unless it is the third request. That in
itself i1 a satisfactory improvement on the rutes that we arpginally had, T said,
“originally had."  They sre an improvenent on the rujes that were in effeel for
muny years, which enabled & club to sithdraw e waiver request ab sny tine.
Now they ean nsk waivors twice during s venr and ean withdraw the request if
the plaver is elafmed,  The third time they must bet him go.

Mr, Srevews. Do vou mean to imply, Mr. O'Coonor, that they should be
irrevacabile the lirst time?

Mr. O'Coxnsoan. [ think that they should not be withdrawable al any time,  In
other words, I do not think that you shonld ask waivers unlezs yon really mean
what you are saying, namely, that you do nol thisk this plaver is eapal:le of major
lenpue service
3. The player Limit

The oldest Imitation on the reserve vile is the player limit. Player-
lmit rules preseribe the maxinmum nuwanber of pluyers a club in or-
ganized bascball may employ during the season or reserve for a sub-
sequent seison.  Although mtended to equulize competition among
clubs with imequa! resources and to prevent the engrossing of the player
supply, player limits are also a safeguard for the players. A celub, being
lunited i the number of players i€ may contvol, will not retain indel-
nitelv a player it does not need.  Of necessity, the elubs will release
its plivers of lesser ability to make room for newcomers, giving the
released player an opportunity to pley regularly on another club,

Mro George rautman,  president of the national association,
described to tho subeommittee the present rules regarding plaver
limits:

* % ghe clubs of the varions classifieations bave agreed by rule that no

cluly shall be ontitled to have under control or reservation the services of more than

ity
W Hearings, pp, G900,
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i designated nuinler of playes,  The tumber varies from tatal of 10 | j

LY v, 3 L B ab -0 by major-
leage elubs Lo i toI‘:nI of 21 I-:'.' clazs I elubs, These totals are rodyeert FurJtiw
et rommensing 30 days after the opening of each champlonzlip senson and
I:INIIl!u{ ..![I_du;rr: Lofore the close thereof (0 the active Bzt ks swhich range from n
tatal of 23 for r||:|.14-r-l-.';|.f.:!|_u clubz to [T for olnss D elihs,

I'ake the elazs L elassificution where they are allowed 2t players. They must
r;--llm--:- to 17, Therefore, they duve four ¢lsat they may option to other elass D
Qluans,

it may be asked why ane such limitations neeesanry,  The basic reazon ix that
W supply of baseball players of professional ealiber is limited snd jo order that
the stundard of eampetition 1mway be maintained it is c=sentinl Uist cach ejub be
fimited ke to the number of players it may have pader cantract or resecvialion ™

L} . N . P . B 4 T \-

. wo major lengue exeentives, Clark Griffith, of the Washington
Senators, and Branch Rickey, of the Pittsburgh Pirates, emphasized
the necessity of player limits to equalize competition among clubs,

According o Me. Griflith:

'Fhe principal reason (for ndopting plaver Timits) was 1o keap (elubs with) a
ot more money from having mors Gallplayers than the other follows = ¢ %
(The swealthier elubs) eould pet more avers under their wing, if vou know what
I mean, 1o call au.  In case of necidonis and thisgs like that, they wonld hive
more chuunes of Eeeping o club up in the raee than the paGrer eladhe would if thers
v.\;_:-.:_-.l 2;:[ a player yimit during the playing scazon.  That svas the real purposs
of .

During & diseussion of the player it at the 1921 joint. major-
lewgue mecting, Mr. Rickoy stated the purpose of the rule m these
terms:

We want rules that wil have o tendeioy Lo equalize the strenpth of the feams
and minimize the power of money-making clubs, Whenever we raise the it
to where a eluly can purchize many players 1o Lhe disndvanisge of other clubs
that tonrds not 1a equalize Lha playing strength of the big elubs, I

Mr, Rickey informad the subcommittee that he still subseribed to
this view:

I tave always Believed that all rules alfecting hosehall should have in mind
the minimizing of the power of money 10 make preat wingiing teams, and plaee the
emphasis upon wark and progrum and planning and peod judgment, lihor basi-
callv, and 1his thing yousd el bas i the iden that if yon espanded the player
limit from swhatever it was a2 the lime 1o five inore, which 1 think was the pro-
position, that that wonlld wark hardship on eertain elubs In Uhe temgue w'lo enuld
not afford  *  *  * ahe additional Gye#

Ty . . N . . . .

There are two types of player lmits. The first is & limit on the
number of players a club may control. The second is # limit on the
nuiber of men a club may have on its anctive pluying roster during
t](u-. seson. From the fivst Nationul Agreernent in 1883 until the
1012 National Agreement, these two types of player limits were
svionvmons.  FFor the past 40 years clubs have been able to control
players in addition to their active pluyer limits by optioning such
players to elubs in other leagues.

! : i
. Whon the first reserve rule wus adapted by the Natienal Lengue
e 1879, clubs were Limited to reserving five pluvers. ‘The 1583
Nutional Agreement extended the reserve rule o two other longnes
nnd expanded the pluver limits fr 5 i 3 -

1 ed the player bmits from 5 1o 11, which was the average
number of players carried by most clubs in that era, Subsequent
u1n_v_n:imunls to this agreentent increased the payer lirit to 12 in
1885 and 14 in 1887, Fram 1887-00, the uniform players’ contraet
v 158 | B9,

¢ 3, . I3
Y M ings, pp, GeT- 06,




154 ORGANIZED BASEBALL

stated that the reservation of no more than 14 players was a condition
precedent to the exercise of the right of reservation.

After the Players League wir of 1890, the major leagues {emporarily
disearded player limits,  Although the 1862 Naetional Agrecment
purported to reenuet the 14-player hmit (1892 Nationul Agreement
art. 9), this provision was either repealed or not enforeed. Al
Nationa! League clubs reserved 16 or mare players for 1308; one,
Cincinnaty, reserving 33,

The 1003 National Agreement contuined no mention of player
Limits. By 1009, the more wealthy clubs were controlling twice us
many plavers as their poorer compelitors,  Some clubs controtled
more than 60 plavers,

A reaction agalnst the stlempts by some clubs 1o engross the player
supply led in 1942 to n veinsertion of player limits i the National
Agroement,  ‘The new limits ranged from 35 for major-league clubs
to 22 for elass D clubs. During the cimmpionship season, the active
list lisnits ranged from 25 in the majors to 14 in class D (1912 Nutional
Agreement, art. VI see. 3). The 1821 Major. League Agresment
rinsed the control lunit to its present level of 40,

Like the draft and waiver rules, the player-limit rule is not without
its exception which contravenes the very purpose of the rule.  Clubs
may control an unlimited nuniber of players indirectly throngh minor-
lengue subsidiaries or working agreemnents with independent minor-
lengre ¢lubs,  This exception is not spelled out anywhere in the rules
of organized baseball, Ruther it is the eesult of over 30 years’ failure
to enforee the letter and (hie spirit of the player limit. 'This fact was
hrought out in the following colloquy witl: Mr, Brinch Rickey:

“3Fe Gorpsrein. * % % The theory of invoking or sctting up the player-
ii]mil rl;J]u was to prevent the cornering of players through the use of the reserve
clause

[ L L] L] L] - o
Mr. Rickeev. I think that is correct,
- " L4 L 3 L L ] L]

The Citargaan. B it not well at this point te read the player-dimit role? It
reads as follows.  Ibis faand in the Major League Rules, Rule No. 2:

“Rince the supply of skilled players is pod equal to the demand, no club shall
have title to or under its eontrol at any one tima more than 40 plavers, exclusive
of nonplaying manager, coaches, and players who have been promulpmted s
fneligible or voluntacily retired, or who lm.'.-u Been placed on the national defense
service and Govermment lists."

Mr, Iwekey, Major-lengne elubs shall not have title to more than 48 players
ab anuy time,

The Cratusan, Now, it adso suys that you not only cannot have title to more
than 40 players, but you cannot exerciso control aver mote than 0 pluyers * * »
I would suy that fs pretty braad language, i5 it mot, Mr. Rickey?

Mr, Ricxkey. It is broad, in the sense that if you lese the entity of the major-
league clubh and the minot-leagne club to whieh the player is transferred, then
vou have to say that the player is under the control of the two elubs, But in the
sense that you have secess Lo the reacquirement of his contraet, Lo that cxtent
yon do control that player. * * *®

The Criatesian, Yes,  But if you contral the player, then you violnte the mle?

Mr. Riceev. I do not believe that you do control the player in the semss that
that rule is mesnt to be interpreted,

The Chnatruan. How did Judpe Landis feel aboid this?

Mr. Ricxey. For twenty-odd yenrs, * * % he was cogaizant of thizsitan-

tion, * * * Il the interpretation was pecmitted under the rule for him to.

make a decision against it, for 22 years e fuled Lo do it
¥ ¥ " ¥ * * *

The Ciatkvaxn. T ean't ti*,pt it out of my crop  * * *  that the farm system
violntes the player-limit rule,
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Here yan are opposing the inowesse of the player limit in one breath, and then
vou say, "All right, T will oppose the verense of the player Jimit and then 1T will
o out and circumvyvent that plaver limit rude by getting control of players throupgh
the farms.™

A Rresey. T am pleased with the ehallenge.

The Ciaiasax, [ can’t got nway from ibat.

Mr Rickey. 1 will labor as best T ean, 1 would leve very mach 1o bave you reo
the facts az [ aon Lhem, . 1

In the one cose the raising of the player limit snil increasiag expenses to cvery-
body equndly hurts this poor club, far it is exponse out inag it can’y afford. i

In the other case von are alfording the poor club the anly velicle in which it can
rise possilily to favorable competition,  [Lis the only menns it ean employ. Tt
can o inta 1he farm system and produce players here and (here, 4 it can take the
time to develop them W

Mr. Leslic M. €XConnor took issue with Mr. Rickey an the practical
necessity of poor clubs cirenmventing the player Yinits with furin
systems:

Mr. O'Coxxor, * * * 1 do not think thet anybody can guestion the core
recinrss of Mr. Rickey's statement that rddes are necded to equalize the strength
of teama through mitnmizing the power of the larger clubs, Yau can never have a
lengie in which all elubs nre equal as to population and drewing power and all
the things thit go to producing revenue,  And it is necessaty that the rules, so
far a2 b legitimate, should equalize that strength. :

'lr"lu; snamrMan, Mr. Rickey, then, apposed this inercase (in the player limit)
to 507 ’

Mr. O'Conxnon. Ie oppesed the inerensc to 45 from 40,

The Cuatamas, On the other hand, he cireumyented the rule by having his
farms, did ho not? 2

Mr. Q'Caxxor. ‘That ix right.

The Cuamrsran, 5o, did he really mean what he saild then?

Mr. O'Coxyon. His perspanl piciure ehanpged.  He waus able to get control of
his farm system and coksequeatiy he saw no abjeetion in it.

[ ihink AMr. Rickey was entitoly correct in his statement that when you incrense
the ability of clubz 1o control players, you increase Che difficulties of competing
for the olubs that do not have &s mach woniey, and 1 think the prize exnmple of
al} on that is the farm system, becsuse farm ayatem operations cost an awful log of
wioney,  Although they are pot of financinl banefit to the minor bengue elobs,
thay do invelve very big expenditures on the part of the major lengue club »

Some witnesses were highly critieal of the trend in organized base-
hall toward the virtusl elunination of player limits through the farm
system.  Sald Russell €6 Lynch, sports editor of the Milwaukee
Journal:

L3 - . L] w L] ®

I would ke to make one point * * % why so wapy baseball men were
telling van hero that there are not enowph phoyers.

They are always thinking of their owa fnterests, ana i there are not enaugh
plaesrs to satisly e, i6 i iocaase arjginelly they started out by reserving five
men WAy hack in the beginsing when they gob the ides of haviog a reaerve dist,
I think it was 5, then made it 11, and then made i1 14, and finally found out they
were ina pedach orchard and said, " Let's make (400, nod it has heen 40 for alaut
30 years now.

Haow cam you expeet those men who want, some of them, to put their fngers on
500 Lall players—how do you expest them to admit they ean part with some?
Thay wany all they can get for now, nexi year, and § yeaes from now, becanac for
their pasticular bosiness that is dexirnhle, but the genernl efect on basehal is
undesirable,

Not n elub now exists in the two major leagues which dees not con-
trol several hundred plavers through its fann system.  The most
sueeessful farm operntors have so successfully enprassed the player

W engings, fr SE8-0E and 5.0,
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