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Emergence of the unfair competition issue in
United States’ recreation

John L. Crompton
Department of Recreation, Park and Tourism Sciences, Texas A&M University, Room 106

Francis Hall, College Station, Texas 77843–2261, USA

Historically in the United States, there were clear lines of demarcation between recreation activities
that were the prerogative of the public sector and those of the private sector. These boundaries have
been eroded with the result that friction between service providers is now common and has become
a prominent policy debate in many jurisdictions. The paper �rst discusses the issue in the context of
campgrounds and recreation/�tness centres, since these have been especially controversial areas.
Subsequently, illustrations are offered of a wide array of other contexts in which the problem is
emerging. The concluding section reviews unfair competition disputes that have arisen between
commercial �tness clubs and nonpro�t organizations such as YMCAs.

INTRODUCTION
Two decades ago, it was possible to identify
park and recreation services that were
widely recognized to be the prerogative of
the private sector, and those which were
considered to be a public sector responsibil-
ity. In recent years those lines of demarcation
have become fuzzy, overlap is common, and
the number of contexts in which the sectors
offer competitive programmes is growing.
The challenge today is not to de�ne the
boundaries between the sectors in order to
determine who should be providing what,
because the sectors are now too irrevocably
intermeshed for that. Rather the need is to
rethink how they might interact and work
together more effectively and constructively,
so their efforts are complementary rather
than duplicative and the angst and acrimony
between sector competitors is reduced.

Three factors have contributed to blurring
these sector boundaries. First, a host of new
activities have emerged such as aerobics,
mountain biking, power walking, in-line skat-
ing, skate-boarding, street hockey, jet skis,
beach volleyball, cardiovascular machines,
and so on. These were not offered two
decades ago by either sector. Since there was

no established supplier tradition for these
activities, response in some areas to the new
demand came from the public sector while in
others it was the private sector that supplied
these services.

A second factor is the reduced availability
of public funds. The tax revolt which rever-
berated across the United States in the late
1970s and early 1980s, forever changed the
perspective of elected of�cials and agency
managers. Elected representatives recog-
nized that survival in of�ce depended on
them demonstrating frugality to the elec-
torate. Fiscal conservatism is the prevailing
�nancial environment in almost all jurisdic-
tions. For most park and recreation man-
agers, this has meant that tax support has
been reduced. Agencies have responded by
raising the prices of their existing services
and by broadening their range of offerings by
expanding into revenue-generating activities
that were previously considered the ex-
clusive preserve of private operators. The
need to generate revenue was suf�ciently
central to the survival of some agencies, that
it superseded any philosophical position
they may have held with regard to avoiding
competition with the private sector.
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The third factor encouraging sector over-
lap is a corollary of the higher prices most
agencies now charge for services. It is not
possible to give away cake and expect people
to rush into the bakery business at the same
time. Thus, if user prices are heavily sub-
sidized, then an agency is, in effect, prevent-
ing the private sector from offering a similar
service. If quality and convenience are equal,
a participant is likely to use the lowest priced
service. When the prices of public recreation
services were raised, the private sector was
more able to offer a competitive programme
because there was now greater opportunity
for generating a satisfactory return on the
investment.

The blurring of traditional service bound-
aries has resulted in an increase in the
number of charges made against public agen-
cies alleging they are engaging in unfair
competition by offering services similar to
those provided by commercial businesses.
The charge of unfairness stems from the
advantages that enable park and recreation
agencies to offer programmes of a given
quality at a lower price because their costs
are substantially lower. These cost savings
include paying no property, sales or income
taxes; being self-insured; �nancing improve-
ments with tax-exempt funds rather than
borrowing money at commercial rates (in
effect, this means that public agencies can
borrow money at about 3% below the rate
available to the best private companies); not
being required to cover debt charges with
operating revenues; and receiving free adver-
tising from the agency. If the competition was
fair with the public sector also being required
to recover full costs, then businesses would
be much less concerned. The potentially
devastating impact of this competition is
illustrated by the following examples:

c Lafayette, Colorado has a population of
15 000. The city built a $4 million �tness
facility with three pools, steam rooms,
whirlpool, dry saunas, racquetball

courts, gymnasium, indoor track, �tness
centre with free weights and cardiovas-
cular equipment, and babysitting ser-
vices. When it opened there were three
private �tness clubs in Lafayette. After
one year, one had gone out of business;
a second saw its membership decline
from 500 to 250; and the third, which was
an aerobics studio, was unable to main-
tain the numbers it needed to justify
proceeding with an expansion to which
it had previously committed (Martin-
sons, 1994).

c Gore Mountain Ski Center, a public fa-
cility operated by New York State, re-
ceived an annual tax subsidy of $50 000 a
year and was constructed with tax-free
bonds. It applied for $246 000 in federal
grants to help in funding a $2.87 million
capital extension that involved installing
snow-making machinery and other
equipment. The balance of the capital
was raised by issuing tax-free bonds.
With these advantages Gore Mountain
charged $400 for a family season pass.
The four commercial resorts in the area
charged an average of $1125, because
they had to pay commercial prices for
investment capital without any assist-
ance from federal grants. They also had
to cover costs associated with taxes and
insurance, and to show a reasonable
return on their investment. Thus, the
publicly operated state project gradu-
ally forced the commercial operations
out of business. An editorial in the Wall
Street Journal commented: ‘By a sort of
Gresham’s law of competition, we have
noticed that state enterprises in the
mixed economy tend to drive out private
enterprise’ (Wall Street Journal, 1975).

c A federally funded campground was con-
structed at Pueblo Reservoir in Colo-
rado at a cost of over $5 million. In the
immediate area of Pueblo there were
three existing privately owned camp-
grounds with marginal occupancy rates
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that were struggling to remain solvent.
They were forced to close after the
federal facility opened (Oertle, 1981).

These kinds of competitive actions by the
public sector not only adversely impact
existing businesses in a speci�c area, but
they also may dissuade other entrepreneurs
from establishing new recreation services
elsewhere for fear that a public agency may
open near to them and drive them out of
business.

While competition with commercial oper-
ators may present signi�cant philosophical,
ethical and political problems, agencies are
not legally required to refrain from such
competition except in those rare cases, such
as Colorado, where the state legislature has
enacted speci�c laws making it dif�cult for
park districts to engage in such competition.
Under the general power authorizing them to
provide park and recreation opportunities
for citizens, agencies can legally provide
similar facilities and programmes to those
offered by private businesses if they choose
to do so. Thus, the courts have generally
rejected suits brought by businesses alleging
unfair competition, con�rming that agencies
have no obligations to businesses which
suffer from such actions (Kozlowski, 1993).

Regardless of the legal and ethical issues
raised by unfair competition there are two
pragmatic reasons why agencies should
avoid it. First, in many communities, park
and recreation agencies are the only pro-
ducers of many services so they are, in effect,
monopolist suppliers. Monopolies in the pri-
vate sector are vigorously policed by govern-
ments and regarded as contrary to the public
interest because of inherent inef�ciencies.
Hence, the presence of fair competition by
private suppliers may stimulate the agency
to improve performance in terms of both
responsiveness to user demands and mini-
mizing costs. Second, most park and recre-
ation agencies are unable to fully satisfy all
the demands expected of them. If some of

these can be met by the private sector, then
agency resources can be redirected to meet
other needs.

Most of the allegations of unfair competi-
tion in this �eld in the United States have
been made in the context of campgrounds or
recreation/�tness centres, and these issues
are discussed in the next two sections. The
third section gives illustrations of the wide
array of contexts in which the issue has
emerged, while the �nal part of the paper
reviews the unfair competition disputes
which have arisen between �tness clubs and
nonpro�t organizations such as YMCAs.

CAMPGROUNDS

The most contentious debate on the unfair
competition issue in the parks and recreation
�eld has raged in the area of camping. Both
the public and private sectors have a long
history of providing camping services, but
over two-thirds of all campers stay in public
campgrounds. The private sector argues that
a substantial proportion of campers go to
public rather than private campgrounds
merely because they are cheaper as a result
of being heavily subsidized by public funds.
Public agencies often justify subsidized
campgrounds on the basis that they are
necessary to provide access to the state,
regional and national parks in which they are
located for moderate and low income famil-
ies. However, data consistently show that a
majority of users of these facilities are from
higher income households.

Private campground operators argue that
there is no rationale for government to be in
the lodging business. If there was, then they
point out its involvement should logically
be extended from campgrounds to public
motels, public hotels, public gas stations,
public restaurants, public ski-lifts, or public
anything! The primary purpose of public
park and recreation agencies they argue is to
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provide and preserve park lands and they
believe agencies should con�ne their efforts
to those tasks.

However, public sector agencies do have a
mandate to make their lands accessible for
public enjoyment, which may include provid-
ing camping opportunities on them. In addi-
tion, they have a long tradition of operating
campgrounds, so there is an expectation
among the camping public that they will do
this. The tension between the two sectors
has a long history, as Case Study 1 illustrates.
The dilemma in this case is fairly typical
except that in today’s environment the public

camp area would not be free, but it is likely to
be priced lower than commercial facilities in
proximity. The Tennessee Valley Authority
(TVA) did not have the resources to provide
all the desired recreation facilities at TVA
lakes. Hence, it sought to encourage commer-
cial enterprise to provide some of these
facilities. However, since the TVA lakes were
constructed with public dollars, the agency
felt an obligation to provide the public free
access to them. Permitting free access effec-
tively discouraged commercial enterprise
from assisting in providing facilities at the
lakes.

Case study 1

Unfair competition in campground provision

The intricacies and dif�culties of a public agency’s relationships with commercial recreation
operators have long been recognized. They were illustrated by a con�ict which occurred between
the Tennessee Valley Authority (TVA) and commercial campground operators in the area. TVA’s
of�cial policy toward commercial operators was summarized in the following statement:

It is not our intention to compete with private operations. . . In fact we would like to feel we are
doing everything we can do to encourage and assist developers of the commercial areas so that
a wide range of outdoor recreation opportunities will be available on T.V.A. lakes.

At the same time TVA felt it had commitments toward the general tax paying public:

It is T.V.A.’s belief that it has an obligation to assure that the public has adequate opportunities
for free access to T.V.A. lakes which were created with public funds.

This was further elaborated upon:

T.V.A.’s general policy concerning recreation development on T.V.A. lakes is to provide the land
without charge to States and local governments for the development of parks, access areas, and
other recreation facilities. The improvement and maintenance of these facilities are conducted
by the States and local agencies. Because T.V.A. lakes were created with public funds, we feel an
obligation to make their waters available to everyone.

Hence, T.V.A. sought to encourage commercial development in order to expand the total range of
recreational opportunities available, but at the same time wanted to provide free service to the
general public who had provided the facilities with their tax funds.

The commercial campground operators conceded that TVA had an obligation to ensure that
public waters were accessible, but they believed this mandate should be narrowly de�ned and not
include the provision of a range of amenities. TVA conceded that they incorporated amenities but
stated, ‘The facilities are not designed to compete with private operations.’ The commercial
operators were emphatic that they did in fact compete. Their views were represented by the
following statement from a campground operator:

T.V.A. encouraged us to open a campground on our lakefront land. Soon after we were licensed
and open for business, T.V.A. began developing free ‘‘public use’’ areas and has continually
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added more facilities to attract people into them. These areas are developed on beautiful
waterfront land. They have paved roads, concrete pads and picnic tables, �replace grills, �ush
toilet facilities, drinking fountains, garbage cans, water pipes which are capped but not dif�cult
to connect a hose to, and outdoor pavilions. White sand is hauled in and spread on some banks
to make sandy beaches. Paved launching ramps with paved parking areas, �shing piers, etc., are
provided.

The operator went on to assess the impact of this development on commercial campground
operators in the area:

These free public use areas hurt the private campground operators in many ways. Many have
been forced out of business entirely, others have phased out camping and increased marina or
other phases of their business to compensate.

Many, many times, when our advertising has brought in vacationing tourists, they stay a day
or two with us, then they tell us that our campground is lovely, that we have been very nice to
them, etc., but why should they pay to stay here when there are free places just down the
road?

Source: This case study was compiled from an exchange of letters published in National
Campground Owners Association News, May 1977.

The case for removing the sources of the
public sector’s unfair competition may be
convincing, but the political reality of the
strength of special interest groups makes it
dif�cult to achieve. Existing camping organ-
izations have large numbers of members, are
well organized, and are effective in lobbying
elected of�cials and senior managers. Thus,
for example, organizations like the Good Sam
Club and the National Campers and Hikers
Association are likely to turn out large num-
bers of members to lobby and testify in
support of more public camping facilities and
against any increase in their price. Many park
managers would like to raise camping fees
because the additional revenues would con-
tribute to improving their agencies’ �nancial
resources, but the strength of special interest
lobby groups has often thwarted their ef-
forts. In some jurisdictions, price increases
remain the prerogative of elected of�cials
rather than professional managers. The polit-
ical reality for elected of�cials is that these
organizations contain thousands of potential
votes, whereas protesting private camp-
ground operators offer only a handful of
votes.

In recent years, campers have sought
higher levels of human comfort in their
camping experiences. They now travel in
recreation vehicles and mobile homes, and
prefer the comforts of readily available hot
and cold water, electric, sewer and cable
television hook-ups to the inconveniences of
‘roughing it’. This has resulted in both public
and private campground operators substan-
tially increasing their level of investment in
campgrounds. As the required level of invest-
ment has risen, the dif�culty of securing a
return on that investment has increased, and
private operators have become more vocifer-
ous and strident in expressing their opposi-
tion to public provision. The public sector
originally met its mandate to make parklands
accessible by providing basic amenities lim-
ited to washrooms, drinking water and sani-
tary stations. The private sector believes
there should be no elaboration of that basic
role into investing in more luxurious facili-
ties, especially if there are private camp-
grounds located nearby.

Many public campgrounds have an in-
herent advantage in that they are located on
scenic public lands in close proximity to
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magni�cent natural resources. This inherent
advantage over private campgrounds is en-
hanced by a number of other factors which
private operators regard as being unfair
favourable treatment of public camp-
grounds:

c Prices at public campgrounds do not
re�ect the agency’s cost of providing or
operating them. These low rates effec-
tively establish limits on what private
campgrounds can charge, even in situ-
ations where there is no direct competi-
tion from a nearby public facility. This
limit occurs because campers have an
expected or reference price in their mind
based on their experiences elsewhere,
and they are likely to reject a price that
is not reasonably consistent with their
previous experience. The losses sus-
tained by public campgrounds are sub-
sidized by general taxpayers who
receive no bene�ts from them, including
the private taxpaying campground
owner.

c Public campgrounds are not required to
pay property, sales, or income taxes as
are private operators.

c Double standards sometimes exist for
public and private operated camp-
grounds, with the public facilities often
having to contend with less burdensome
regulations and policies associated with
such issues as zoning, construction,
sewage and sanitation. Thus, for exam-
ple, many public campgrounds are not
held to the same sanitary standards that
are enforced on private owners. This
sometimes occurs because the regula-
tions do not always apply to public
campgrounds. In other cases, where the
regulations do apply, they may not be as
strictly enforced because of the ‘fra-
ternal’ relationship between public
agencies.

c Public facilities often don’t meet rest-
room standards required of private

campgrounds, either in quality or num-
ber.

c Public campgrounds receive free adver-
tising and promotion from public agen-
cies including brochures, magazine
advertisements and stories, literature,
mentions in agency-produced television
programmes, and promotion from
agency booths at outdoor shows.

c Public campgrounds rarely have prob-
lems persuading highway authorities to
provide signs informing travellers of
their existence and location, but such
signage is much more dif�cult for private
campgrounds to obtain.

Private campground operators would like
these treatment inconsistencies to be re-
moved and for public campgrounds to be
established as enterprise funds. An enter-
prise fund is a trading account that would
legally require public operators to generate
suf�cient revenues to cover all operating
costs, regular depreciation on capital im-
provements, interest and debt charges
against the value of the land, and an amount
in lieu of paying taxes. This would remove the
unfair elements of competition and result in
public campground prices and revenues
being increased substantially, which private
campground owners believe would help the
whole industry, both public and private
sectors.

RECREATION/FITNESS CENTRES

New recreation/�tness centres constructed
by public agencies are emerging as another
primary focus of the unfair competition
debate, as they evolve beyond basic gym-
nasia and pools to incorporate a higher
quality level of provision in response to
citizens’ expectations of an increased level of
sophistication. Private health and �tness
club owners allege that many proposed new
recreation centers are indistinguishable from
their facilities and serve only to drive them
out of the market place. Some of their more
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extreme spokespeople ask, ‘Why should gov-
ernment build public recreation centers,
when they don’t build public foodstores or
pharmacies?’ Others more reasonably ask, ‘Is
the city going to build and operate its own
movie theaters and bowling centers as well
as recreation centers, since they are also
recreation facilities?’

Public agencies argue that since commun-
ity recreation centres are usually �nanced
with general obligation bonds that have to be
approved by a referendum, the public’s will-
ingness to do this indicates that citizens do
not perceive their demands are being met by
the private sector. Competing public recrea-
tion centres are generally defended on the
grounds that they aim at target markets in
the community that do not have access to
commercial facilities such as families,
seniors and children, whereas commercial
operators primarily target young relatively
af�uent adults in the 16–30 age group. For
example, a spokesman defending the deci-
sion of the City of North Richmond Hills,
Texas, to build a $7.8 million fun water park
stated, ‘The park is not meant to compete
with the large commercial water parks that
target teens with their high-adventure rides,
but is for families, particularly those with
young children. . . We wanted elements that
mom and dad would get out with the kids and
interact together’ (Schmid, 1995).

In Boise, Idaho, the West Family YMCA/Boise
City Aquatic Center was the result of a three-
way partnership between the city, which paid
$5 million of the $9.4 million construction
costs; the YMCA, which paid the rest of the

construction cost and operates both the
city’s aquatic-centre portion and its own
�tness centre portion of the facility; and a
research park which donated the land. The
facility’s manager stated, ‘Part of the Y’s
mission is to help provide for those who
would otherwise not be able to afford it. That
closely conforms to what the city wants to do
by making recreation facilities very afford-
able.’ However, it was perceived differently
by community health and �tness club owners
in the area. One of them described it as ‘one
of the most lavish health clubs in the area
which has been responsible for putting four
clubs out of business since it opened.’ An-
other club owner stated, ‘It was presented as
a place for our youth to learn solid values and
strengthen body, mind and spirit, as a way to
counteract the in�uence of gangs. Who can
complain about that?. . . But in actual fact,
they’re catering to middle- and upper-class
adults. From our point of view, what they are
doing is using their special treatment
through their tax exemptions, and the fact
that they don’t have a mortgage to pay. They
were given this facility by the community,
and are using these advantages to unfairly
compete with the tax-paying businesses in
the �tness industry here in Boise’ (Cohen,
1996).

Often, the different targeted segments identi-
�ed by the public sector are perceived to be
unable to afford the private sector facilities
which usually offer a higher level of personal
service. Indeed, some see community recre-
ation centres as places at which some people
are introduced to activities, and when they
feel more con�dent and committed to them
they may move to commercial facilities seek-
ing a higher quality experience.

Case study 2

Defeat of a $25 million bond proposal for a family recreation centre

Proposal A on the ballot in South�eld, Michigan, sought a 20-year bond issue of up to $25 million
to expand the existing civic centre sports arena which contained a 30-year-old ice rink into a
Family Recreation Centre and to renovate the existing space. This would have added a 1.09 mill
tax to taxpayers’ bills, so the owner of a $92 000 home, average for South�eld, would pay $50.14
a year. The proposed facilities included:
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c a three-court gymnasium;
c an elevated jogging track;
c an indoor/outdoor aquatic centre with a leisure pool, and a second pool for lap swimming;
c a second full-sized ice arena with 1500 spectator seats, plus a studio ice facility for �gure

skating;
c a senior citizen centre;
c a teen centre;
c meeting rooms, kitchen facilities, food services, locker rooms.

Fitness businesses in the community quickly organized to oppose it. ‘We pay a lot of taxes and
pay a lot of people and we will be hurt by this,’ said the general manager of Franklin Fitness
& Racquet Club. ‘We’ve been a solid business operation in this community for 25 years,’ he
said. ‘You don’t want to start competing with the city which is using donated land and doesn’t
pay taxes to itself. If the measure passes, we and other clubs through the increased taxes we’d
be paying, in effect would be subsidizing a competitor. Is there a need to tax 100% of the
people for what 5, 10 or even 15% are going to use?’

The city authorities argued that they had an obligation to provide recreational facilities for
their citizens, to which the �tness club general managers responded, ‘Maybe, but to what
degree? When does it stop? Sure cities provide recreational facilities, but at what level? Would
they want to provide bowling? Should they build a movie house?’

‘There’s a misunderstanding that may be there,’ said the assistant city parks and recreation
director. ‘They feel we’re being competitive, but we’re not. We have a family atmosphere, not
a club atmosphere. We feel we can bring in fun for young people, toddlers and adults. There
would be no full-blown �tness program or body-building facility. . . We don’t think we compete
for the same clientele. We offer an introduction to people to the things they do at the private
clubs. In that regard, we may actually be helping them because people try something out and
if they �nd out they like it they might want to sign up with a club.’

Franklin Racquet Club celebrated its 25th anniversary that year by dedicating a new $1
million basketball/volleyball �oor. ‘Basketball leagues are �ourishing here on weekends and
in the evenings,’ the club’s manager said, ‘but volleyball hasn’t yet gotten so popular here.
And if the city winds up with a new basketball/volleyball gym what will that mean to places
like Franklin? It de�nitely will affect our business. We can’t grow like we want to. If someone
could afford a league over here and get it at half-price over there – even if they could afford
the higher price – why wouldn’t they go there? We may not have made that $1 million
investment if we knew we’d have been competing with the city.’

At approximately the same time that this proposal was announced, the city in conjunction
with Providence Hospital, opened a new wellness centre at its Beach Woods Recreation
Center. They �lled an existing 12 000 square foot room with equipment. They charged $250
per year for membership and hoped to attract 300–350 members. Four outside physiologists
were available to members, each working 20 hours per week in the centre.

The �tness clubs developed a brochure which emphasized reasons the bond proposal
should be rejected. This is shown in Fig. 1. There is no indication on this brochure that the
campaign was planned and funded by the �tness clubs. The group registered itself as ‘Friends
Opposed to Proposal A’. This strategy was designed to ensure that the points raised were
objectively reviewed by residents. If this had not been done, some recipients may have
dismissed the campaign as merely the disgruntled efforts of a narrow vested commercial
interest.
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The �tness group invested approximately $20 000 in their opposition campaign which
included the following:

1. A brochure mailed to each household in South�eld (Fig. 1) – printing, postage and
mailing cost $6500.

2. Brochure inserts in the Detroit Free Press and News for South�eld – $3000.
3. Full page advertisement in the Free Press and News – $4200.
4. Full page advertisement in South�eld Observer – $2500.
5. Handing out brochure by individuals outside voting areas on day of balloting – $2000.

As a result of their efforts Proposal A was defeated overwhelmingly by 5582 votes to 2055
votes.

Case Study 2 reports the response of
�tness club owners who led a successful
campaign to defeat a $25 million bond pro-
posal for a Family Recreation Centre in
South�eld, Michigan. A similar campaign in
Fairfax County, Virginia, was not successful,
but it emphasized the convincing arguments
that can be made by the �tness industry
against new public recreation centres. In the
Fairfax County case, the private sector
recreation suppliers authored a 16-page re-
port documenting how the County Park
Authority was ‘directly and unfairly’ compet-
ing with them when it proposed to build four
new recreation centres. The report was en-
titled, Unfair, Unfair, Unfair Competition: How
The Fairfax County Government and Fairfax
County Park Authority Directly Compete
Against Private Recreation. The �rst two
paragraphs of the report stated:

We are optimistic this document will make
governmental agencies aware of the unfair
situation that occurs when non-taxpaying
public facilities compete directly against pri-
vate taxpaying facilities, and will encourage
responsible public of�cials to pass legislation
that would prohibit any government recreation
facility to locate within a speci�c distance of an
existing private facility. This type of legislation
would give the Fairfax County Park Authority
a clear guideline and prohibit the park sys-
tem from competing unfairly or duplicating
recreation which is already provided by a tax
paying business.

In Fairfax County there are numerous pri-
vately owned recreational facilities. . . Com-
petition in the leisure/recreation �eld has
become increasingly �erce due to many
factors; however, when you consider normal
business expenses and the additional burden
created by trying to compete with the very
government you pay taxes to, it is dif�cult to
understand why any new recreational busi-
nesses would enter the market. It should be
noted that hundreds of privately-owned
recreation/leisure facilities are competing for
the same recreation/leisure dollar. A large
general public is needed to support and
patronize these businesses for them to suc-
ceed. As the County continues to expand into
the revenue-producing recreation �eld, the
recreational dollar is further diluted, which
eventually will bankrupt some businesses
and certainly discourage others that hope to
build additional facilities (Weisiger, 1983).

OTHER PUBLIC SECTOR CONTEXTS

The unfair competition issue is endemic to
the park and recreation �eld because of the
broad range of services offered by many
agencies. As the blurring of traditional sector
responsibilities increases, the range of con-
texts in which the issue emerges is likely to
be extended. Case Study 3 and the following
examples give an indication of the extent of
the issue:

c The University of Colorado at Boulder
operates an outdoor programme for its
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Case study 3

Unfair competition by the National Park Service?

In New Orleans, commercial tour operators and nonpro�t groups such as the Friends of the
Cabildo, which is the primary support organization for the Louisiana State Museum, complained
that they could not compete with tours offered by rangers from Jean La�tte National Historic Park
and Preserve. The commercial and nonpro�t organizations charged $7–$10 for their walking tour
of the French Quarter, while those offered by the National Park Service were free. Part of the Park’s
mandate is to ‘portray the development of cultural diversity’ in southern Louisiana, and to do this
it has established a small cultural centre at several locations in the area, including the French
Quarter of New Orleans. At this site it offered tours, lectures, arts performances and interpretive
programmes.

A spokesman said tours ‘duplicate almost exactly the same tours that for-pro�t groups offer. . .
In effect, the National Park Service designates the French Quarter, the Garden District and the
cemeteries a national historic park, but it takes no responsibility for them and contributes nothing
to their upkeep. There’s no way the rest of us can compete with their budget.’ The Superintendent
of Jean La�tte Park said, ‘We don’t feel we are competing. We feel we are enhancing tourism in the
French Quarter by making visitors aware there is more to the Quarter than Bourbon Street. . .
When tourists see a uniformed Park Service ranger in the French Quarter, it helps them realize this
is a unique historical area.’

Source: Bruce Eggler. 1989. Tourgroups: Park Service stealing turf. The Times Picayune. September
24, p. 4.

students. The owner of a Boulder adven-
ture travel company �led a complaint
that it was undercutting his business by
offering low-cost outdoor trips. The
owner said he could not compete be-
cause the University’s programme was
subsidized by both student fees and
equipment and vehicles owned by the
State of Colorado. He said, ‘The Uni-
versity should be dealing in education,
not adventure travel’ (Light, 1989).

c Should an agency develop its own nurs-
eries to supply public parks with plant
materials when there are commercial
companies which offer this service? The
US Forest Service raises about 150 mil-
lion trees a year at 12 nurseries around
the country. It has been growing seed-
lings for nearly 80 years for reforestation
purposes. Some of the nursery jobs –
fumigating, weeding, harvesting – are
done by private contractors. So is some
of the planting. When the agency started

raising its own seedlings around the
turn of the century, there were no
private-sector resources. However, the
American Association of Nurserymen
contends that operating tree nurseries is
a commercial activity that should be left
to the private sector (Jacobs, 1984).

c The Marine Command at Camp Pendle-
ton, California saw nothing wrong with a
base recreational programme that in-
cluded sail-boat rentals, a diving school,
whale-watching cruises, and sport �sh-
ing trips. However, all of these competed
with local businesses that could provide
these activities for the 37 000 Marines
and their 10 000 dependents on the base.
The base refurbished a surplus harbour
tugboat for diving, �shing, and whale-
watching trips. As a result, boat opera-
tions in nearby Oceanside lost nearly
100 trips a year that the base used to
charter from them.
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Camp Pendleton charged $11 a per-
son, including tackle, for a day �shing
trip, whereas the typical price charged
by local operators was $29 a person.
However, the Marine Corps got its boat
for nothing, didn’t have to pay $10 000 to
$15 000 a year to insure it, and was not
required to make a pro�t. The operators
argued that this constituted unfair com-
petition (Jacobs, 1985).

NONPROFIT ORGANIZATIONS

Allegations of unfair competition have ex-
tended beyond the public sector to embrace
nonpro�t organizations such as YMCAs. Like
public park and recreation agencies, non-
pro�ts have been impacted by an adverse
�nancial environment, heightened competi-
tion for private giving, changing clientele
groups, and expectations for higher quality
services. Many have responded by changing
from their traditional role of charitable, ‘do-
nation’ organizations to operating in a ‘com-
mercial’ style to generate a source of
dependable operating revenue.

Traditionally, YMCAs offered basic no-frills
facilities in urban areas and targeted their
programmes at low income youth. Hundreds
of YMCAs continue to serve the poor, aged,
underprivileged, handicapped and youth,
and are clearly public charities. However, in
some areas the YMCA has moved away from
this model and has constructed modern
�tness centres that cater to downtown busi-
nessmen or middle-class suburbanites.
These are physically and operationally indis-
tinguishable from commercially operated �t-
ness and health clubs. These new facilities
use commercial advertising which focuses
on selling memberships, not on appeals for
volunteer and �nancial help for the needy. In
form and format their advertisements are
often no different from those of commercial
facility operators.

The unfair competitive advantage enjoyed
by the YMCAs stems from a myriad of special

privileges granted under federal, state and
local laws and regulations governing them.
These include:

Exemption from federal income taxation
under Section 501 of the Internal Revenue
Code. Nonpro�ts also enjoy exemption from
state and local income and property taxes,
and many are exempt from state unemploy-
ment compensation regulations. They bene�t
from signi�cantly lower nonpro�t postal
rates. In addition, a nonpro�t organization
enjoys a special status in the marketplace;
tax-exempt status makes an organization
especially attractive to prospective custom-
ers (De Marcus, 1985).

The conceptual rationale for these exemp-
tions is that the YMCAs are providing social
services that would otherwise have to be
provided by government, so it is appropriate
that they be subsidized in this way. However,
�tness club owners argue that these new
YMCAs render few if any charitable services;
allocate only small proportions of their reve-
nue toward �nancial assistance or subsidized
programmes targeted at low income groups;
and target their services at those who can
pay substantive fees. The YMCA points out
that it needs to have some pro�table pro-
grammes, even if such programmes compete
with private businesses, because they are a
major revenue source for providing services
to the needy.

The Association of Quality Clubs, which is
a trade group representing over 1500 com-
mercial �tness and health businesses, esti-
mates that the tax and regulatory advantages
mean that a $3 million nonpro�t �tness
facility would enjoy an annual operating cost
advantage in excess of $500 000 over an
identical private club (Mehegan, 1994). Ac-
cordingly, the Association of Quality Clubs
has challenged the tax-exempt status of some
of the new model YMCAs. Their Executive
Director articulated their case in the follow-
ing terms:

We argue that YMCA recreation and �tness
centers are not tax-exempt by reason of what
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they do (providing such facilities), but rather
by reason of whom they are serving. YMCA
facilities whose services are focused pri-
marily on taking care of youth, the elderly,
the poor, the handicapped, etc., deserve
every tax break they receive. On the other
hand, YMCA facilities whose services are
primarily focused on providing recreational
and �tness services to af�uent suburban
communities or an upscale business and
professional clientele are not public charities
and ought not be tax-exempt (McCarthy,
1990).

This fundamental principle has been ac-
cepted as the key factor by courts that have
ruled in these cases.

The focus of the court cases to this point
has been the legitimacy of the YMCA’s ex-
emption from local property taxes. The most
prominent case concerned the Columbia–
Willamette YMCA’s Metro Fitness Center lo-
cated in Portland, Oregon. The Oregon
Supreme Court ruled that this centre should
be placed on the tax roles because too few of
its services could be de�ned as charitable.
Indeed, only 5% of its revenue went towards
�nancial assistance. This required the YMCA
to pay $150 000 in annual property taxes from
which it had previously been exempt. How-
ever, two years later its property tax exemp-
tion status was restored when it changed its
name to Metro Family YMCA, expanded
beyond its adult �tness focus by adding 20
new programmes for youth – including drug
and alcohol rehabilitation and alternative
education – and increased the level of �nan-
cial assistance so it was extended to 33% of
its members.

In some states, the YMCA has engaged in
substantial lobbying to protect its tax-
exempt status. In Illinois and Kansas, for
example, this has resulted in laws being
passed con�rming the YMCA’s tax-exempt
status, provided they are committed to serv-
ing people ‘without regard to ability to
pay’.

CONCLUDING COMMENTS

Unfair competition is escalating in the United
States as a public policy issue. Entrepreneurs
are lobbying state legislatures for laws to
be passed which prohibit public agencies
from offering new park and recreation
programmes in locations where similar pro-
grammes are offered by the private sector.
They have had some success. A law making
such competition much more dif�cult was
passed in Colorado in the early 1990s.

Public park and recreation agencies in-
variably have a number of cost advantages,
and often a mandate to subsidize disadvan-
taged users of services. The extent to which
these features constitute a basis for alleging
unfair competition depends on contextual
factors such as relative proximity, character-
istics of the target market, magnitude of
demand, and quality of commercial sup-
pliers. The position articulated by The
Association of Quality Clubs appears to offer
a guiding criterion: that it is who is being
served which is the key. Conceptually, many
park and recreation managers may agree that
their focus should be directed at dependent
populations and that independent popula-
tions (generally de�ned as being relatively
wealthy) should be the domain of the private
sector. However, the political reality is that
these segments expect to be serviced at a
subsidized rate by park and recreation agen-
cies and are most able to bring pressure on
public of�cials for this to continue. There is
no obvious solution to this conundrum and it
is likely to remain a prominent policy issue in
many jurisdictions.
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