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Antitrust law has been a significant impetus in the evolution of the 

structure of professional sports. Evidenced by the current NFL litigation and 

the NBA Players Collective Bargaining Agreement, antitrust law continues to mold 

the nature of professional sports. Player contracts, selection of locations for 

franchises, restrictions on player mobility, player eligibility requirements and 

disciplinary measures are but a sampling of the numerous aspects of professional 

sport influenced and shaped by antitrust law. Sport provides a unique dominion 

for the application of antitrust law. Antitrust law originated to insure the 

existence of competition in the market place and to govern the employment rela-

tions arising with the development of the industrial age. The sports forum 

di ffers substant: ially from the employer-employee relat ions of the industrial 

setting. Thus, the merit of applying antitrust law to professional sport is 

often questioned. In this thesis the evolution of the applicability of anti-

trust law to professional sport will be traced. Subsequently the specific regu-

lations arising from antitrust influence on sport will be studied, such as play-

er mobility restraints, franchise location regulations and league disciplinary 

and eligibility rules. Finally the merits of existing antitrust sports law will 

be evaluated. In order to present sports antitrust law, a brief synopsis of the 

purpose of ant itrust law is necessary, as well as an examinat ion of the unique 

nature of competition in the sports industry. 

The intention of antitrust law, the original source of Which is the 

Sherman Antitrust Act of 1890, with respect to the industrial setting was and 1S 

to promote and insure compet it ion 1n the market place. Compet it ion is seen as 

an essential element in insuring that resources are allocated in the most effic-

ient manner possible. Milton Friedman, the noted economist, refers to compet-

ition as the "invisible hand" which guides the elements composing a free market 

economy. I With the loss of competition some other form of rationing scarce 
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resources will be necessitated, such as authoritat ive rule reI ied on m the 

planned economies of the Soviet Union, China, etc. Of particular concern in the 

United States is that a few corporations will develop tremendous market power 

and thus influence the market disproportionately. Power will be concentrated in 

the hands of a few, Who in turn will make all market decisions. A select few 

will decide what and how much to produce and a method of distribution. The 

Sherman Act forbids such restraints of free trade. 

The nature of competition in the sport industry varies substantially 

from that found in other industries. While competition is considered an essen

tial element of the sport domain as it is throughout the economy, conflicting 

competitive interests exist in the sport industry Which distinguish it from 

other industries. It is 1n the best interests for all sport for there to be a 

balance of competition. The continued popularity of sport depends upon provid

ing an entertainment event in which the outcome is not predetermined. The team 

must win as often as it can, but not to the point Where the outcome is not 1n 

doubt. Thus it is ideal to have "superstar" athletes dispersed throughout the 

league rather than concentrated in only a few teams. Self regulation, to pro

mote the sport as a whole is one of the unique aspects of the sport industry. 

The best interest of the individual athlete though is likely to conflict with 

the desire for parity among teams. The athlete's right to strike his best pos

sible bargain for his services is precluded by sport's self regulation, pur

ported to promote league wide competitiveness. This takes on particular signif

icance 1n light of the relatively short career 1n Which the athlete will be able 

to utilize his abilities and offer his serV1ces. 

Sports clubs in regulating themselves have actually created cartels. 

This is especially true of professional baseball. Cartels exist where all firms 

in an industry act in collusion in order to maximize industry profits. Without 
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collusion firms would compete extensively by lowering their profit marg1ns. 

With each firm competing against each other, the price to the consumer would be 

as low as any firm could make it, yet still make a nominal profit. With 

collusion though, the price to the consumer can be set artificially high so that 

returns to all members of the cartel are greater than when perfect competition 

exists. Antitrust law 1S designed to protect the consumer by preventing such 

collusion. Without competition, which is subverted by cartels and monopolies, 

there is nothing to guide the formation of prices but the whim of suppliers. 

However, baseball and other professional sports, as cartels utilizing monopoly 

power over their participants, face the same instability as all cartels face. 

There is great incentive for an individual member of the cartel to cheat on the 

other members. "A firm (could) earn even larger profits if it could convince 

all other firms to abide by the cartel rules and then itself cut prices, employ 

more resources, pay higher wages and increase sales.,,2 Cartels without strong 

measures for punishing cheating members are thus very unstable. Theoretically 

sport cartels should not be permitted, yet it is argued that the unique 

competitive nature of sport necessitates a differing application of antitrust 

law than other industries. Another argument for non-application of antitrust 

laws is that the interest of the players are already protected by the inherent 

instability of the existing cartels. The cartels are likely to dissipate, 

resulting in increased benefits to players. No need is seen for government 

interaction in the industry. The OPEC nations' oil cartel and its recent demise 

illustrate this view. 

In addition to promoting competition by prohibiting restraints of 

trade, such as cartels, antitrust law has assumed a significant role in labor 

relations. During the early part of the twentieth century antitrust law was 

applied to union activities. Union functions at this stage were largely actions 
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- to secure recognition as the workers' bargaining representatives. Antitrust law 

retarded the growth of trade unionism by denouncing union activities as per se 

violations of the Sherman Act. A double standard existed at this time in the 

application of antitrust law, for a "rule of reason" was extended to businesses, 

but not to union activit ies. The "rule of reason" was a doctrine used by the 

Supreme Court to distinguish between reasonable and unreasonable restraints of 

trade. Union organizational activities were seen simply as restraints upon the 

employer-employee relationship and were not extended the reasonableness test as 

were business practices. 

Antitrust law as a part of labor law has changed greatly since the 

early 1900's. Unions succeeded in their organizational efforts and moved into 

substantive areas of collective bargaining. The existing laws governing employ

ment relations adapted and evolved from this time to present. Now antitrust 

law is interpreted far more narrowly as union activit ies are not viewed as un

reasonable restraints upon the employee or employer in the industrial setting. 

The emphasis of modern labor law is to define the guidelines within Which the 

parties, union and management, can pursue meaningful collective bargaining. 

Certain topics are designated as mandatory bargaining topics, but the content of 

the agreements reached are not within the purview of the law. This narrow con

striction of antitrust law with respect to union activities is referred to as 

the labor exemption. In the industrial setting un10ns have relied on the exemp

tion as a defense in actions brought by "employers adversely affected by a union 

- proposed restrict ion in a collect ive bargaining agreement. "3 Authority for 

the labor exemption is found in UMW v. Pennington, 381 U.S. 657, 85 S. Ct. 

1585, 14 L.Ed.2d 626 (1965), Meat Cutters Local 189 v. Jewel Tea, 381 U.S. 676, 

85 S. Ct. 1596, 14 L.Ed.2d 640 (1965), and Alan Bradley Company v. Electrical 

Workers, 325 U.S. 797, 65 S. Ct. 1533, 89 L.Ed. 1939 (1945). 
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The use of the labor exemption highlights the uniqueness of the sports 

industry. Precedents established in other industries do not provide clear guid

ance as to the law as it applies to sport because of the very different manner 

in which legal questions ln each are raised. Rather than an employer challeng

ing the right of a union to act in apparent violation of antitrust law by claim

ing exemption, l.n sports "the plaintiff was usually a member of the unl0n or the 

union itself. In that setting, the party raising the claim of immunity was typ

ically the employer and the defense was raised not for the purpose of seeking 

immunity from a union imposed restriction, but rather to immunize an employer

devised restraint.,,4 Of particular significance is whether the Courts enV1S

ioned the labor exemption as a tool for employers to subvert employee interests. 

Should antitrust law be enforced upon an industry in which there is a 

restraint upon the free purchase and sale of services of athletes? What is the 

prevailing interest, the athletes or the sport? If applied, should antitrust 

violations be solely per ~ infractions or should the reasonableness of the 

restraint of trade be examined? The judicial system has answered these questions 

and it 1S the format ion of sport ant itrust law through Court cases which has 

helped shaped the structure of professional sport. 

The first sport to face the antitrust question was baseball in the 

case of Federal Baseball v. National League, 259 u.S. 200, 66 L.Ed. 898, 42 S. 

Ct. 465 (1922) decided by the United States Supreme Court in 1922. The plain

tiff, a baseball club in Maryland, was a member of the Federal League of Profes

sional Baseball Players. The club contended that the defendants, the American 

League, National League and three former members of the Federal League, 

"destroyed the Federal League by buying up some of the contingent clubs and ln 

one way or another inducing all those clubs, except the plaintiff, to leave 

their league." The alleged violation of the Sherman Act was ruled on by the 
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Court. The Court declared that baseball was not subject to the provisions 

of the Act, for the giving of baseball exhibitions was not perceived as 

involving interstate commerce. In order to be judged according to federal law, 

challenged acts must meet federal standing requirements. The Sherman Act 

forbids only those restraints of trade which pose a barrier upon interstate 

commerce. The rationale relied on in Federal Baseball was that while the 

leagues do induce people to cross state lines, (both players and fans) the 

transport is a mere incident and not the essential characteristic. The 

exhibition is the essential element and the Court felt that baseball exhibitions 

should not be considered trade or commerce. 

The significance of Federal Baseball lies not 1n the rationale behind 

it, but in the impact it has had on future litigation. In 1953 the Supreme 

Court decided the case of Toolson v. New York Yankees, 346 u.s 356, 98 L.Ed. 64, 

74 S. Ct. 78 (1953). Forced to once again decide if baseball is subject to the 

purview of the Sherman Act, the court upheld the exemption baseball had enjoyed 

for the 31 years since Federal Baseball. The reasoning by this Court was quite 

different from that of the Federal Baseball Court though. While no longer 

claiming baseball did not involve interstate commerce, the Court found justific

ation for baseball's exemption in the acquiescence on the part of Congress sub

sequent to the Federal Baseball decision. The Toolson Court stated, "A Supreme 

Court decision that a particular business 1S not within the scope of the federal 

antitrust laws will not be overruled to give those laws retrospective applica

tion to such businesses where Congress, with knowledge of their earlier decis

ion, has not seen fit to bring such businesses under the antitrust laws by leg

islation having prospective effect, but has left the business for 30 years to 

develop on the understanding that it was not subject to existing antitrust leg

islation." Dissenters with this ruling felt the Court erred in adhering to the 
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princ iple of sta.re decis is in the face of clear evidence that baseball possesses 

those characteristics of interstate commerce which the Sherman Act was designed 

to govern. 

Immunity from antitrust law granted to baseball was further strength

ened by the Supreme Court in its decision in Radovich v. NFL, 352 U.S. 445, 1 

L.Ed. 456, 77 S. Ct. 340 (1957). Here the Court distinguished baseball from 

other sports, particularly football. Plaintiff, Radovich, contended the NFL 

violated the Sherman Act in blacklisting him for breaking his player contract. 

The NFL raised the defense that Toolson made all sports immune from antitrust 

application. The court rejected this defense stating, "the exemption from the 

Sherman Antitrust Act made in Federal Baseball and in Toolson •.• is limited 

to the businesses of organized baseball; as long as Congress continues to 

acquiesce " 
Baseball's exemption was again challenged in 1972 by Curtis Flood, a 

star outfielder who had been traded without being consulted, in Flood v. Kuhn, 

407 U.S. 258, 32 L.Ed. 728, 92 S. Ct. 2099 (1972). Citing the aforementioned 

acquiescence on the part of Congress, the court held that baseball's 

long-established judicial exemption should not be overruled. The Flood Court 

recognized that professional baseball is a business engaged in interstate 

commerce, but "nevertheless with its reserve system enjoying a judicially 

established exemption from federal antitrust laws, unlike other professonal 

sports, baseball is an exception in an anomaly - such exemption being an 

aberrat ion confined to baseball." 

Whereas baseball has remained exempt from antitrust scrutiny the 

application of antitrust law to various other sports is well substantiated. The 

cases of Haywood v. NBA 401 U.S. 1204, 28 L.Ed.2d 206, 91 S. Ct. 672 (1971), 

Robertson v. NBA. 389 F. Supp. 867 (S.D. N.Y. 1975), and Denver Rockets v. All 
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Pro Management, Inc. 325 F. Supp. 1049 (C.D. Cal. 1971) have established 

that professional basketball is subject to antitrust provisions. In Haywood the 

Supreme Court upheld an injunction which allowed Spencer Haywood to participate, 

though he was in violation of the league's four year eligibility rule. The rule 

permitted no athlete to play professionally until the time at which his college 

class graduated. In the Haywood opinion, the Court states that "basketball 

does not enjoy (~xemption from the antitrust laws." The Court in Robertson 

stated, "that there is no longer any doubt that the Sherman Act appl ies to 

sports other than baseball in the same way in which it applies to other 

commercial enterprises engaged in interstate commerce ..• " In Denver Rockets 

v. All Pro Management the Court stated, "that the Supreme Court had held that 

all professonal sports, with the exception of baseball, were governed by the 

antitrust laws." 

The applicability of antitrust law to professional football has been 

set forth in the aforementioned Radovich case, as well as in Dallas Cowboys v. 

Harris 348 S.W.2d 37, (Tex. Civ. App. 1961). In Radovich the court concluded 

that Toolson and Federal Baseball were limited to baseball and were not 

controlling in antitrust actions involving other businesses. Dallas v. Harris 

further delineated the applicability to football by stating that "professional 

football is a business and is in interstate commerce, and therefore ... it 

comes within the scope of the Sherman Antitrust Act." 

The most significant cases involving the sport of hockey are Boston 

Professional Hockey v. Cheevers 348 F. Supp. 261 (D. Mass. 1972) and Philadel

phia World Hockey Club v. Philadelphia Hockey Club 351 F. Supp. 462 (E.D. Penn. 

1972). The Cheevers Court concluded that it is highly probable that all profes

sional sports will be declared by the Supreme Court to be subject to federal 

antitrust statutes. This Court went on to conclude that the particular nature 
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of professional hockey would certainly bring the sport within the purv1ew of 

the antitrust laws. Teams of the NHL transported across state lines and the 

United States-Canadian border in playing their schedule, contracted with the 

national networks for broadcasting, and sold tickets and advertised across state 

lines. Cheevers paved the way for the Philadelphia Hockey Court to conclude, 

that lithe NHL and its members operate in interstate commerce, that their actions 

affect interstate commerce within the meaning of the Sherman Act, and that 

professional hockey is subject to antitrust laws." 

Decisions establishing the applicability of antitrust law to boxing 

and golf follow the same pattern as displayed in football, basketball and 

hockey. Baseball stands out as an anomaly in its exemption from antitrust scru-

tiny; all other sports must not violate the Sherman Act. The actual effect of 

antitrust applicability (on various sports) has been to shape the guidelines and 

regulations self imposed by the respective sports. Initially these self 

regulations were very restrictive in nature; endowing league management and team 

owners with substantial power over the participants of the sport, The rationale 

was to insure the competive nature of sport by spreading out the talent among 

member teams. As league rules have been challenged on antitrust grounds (by 

participants), an evolution in the effect of antitrust law upon particular 

practices within professional sports has occurred. Player mobility 

restrictions, franchise location restrictions and league disciplinary and 

eligibility regulations have all undergone great change. 

One of the tenets of free enterprise is the freedom assured every 

individual to market his services in his own most desirable fashion. Each 

individual can strike his own personal most desirable bargain in exchange for 

his performance of the bargained-for task. This is the nature of the employer

employee relationship in virtually all fields. The factory worker offers his 
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abilit ies to the company in exchange for a salary and shift he deems more 

valuable than any alternative employment he is qualified to perform. In the 

sports industry the participants or employees do not enjoy this same freedom. 

The reason for the limitations and restraints placed on players is inherent in 

the unique compet it ive structure of sport as previously del ineated. So In order 

to promote competition in sport, antitrust law has been held applicable to 

sport, except for the noted anomaly of professional baseball. Yet, the 

substantive effects upon sport as the result of antitrust applicability varies 

greatly from those effects occurring upon other sectors of the economy, 

specifically the industrial sectors. 

The first self-imposed rule or regulation of sport to be examined 

IS the reserve clause. A reserve clause to varying degrees, is present in all 

sports. In football, it is known as the Rozelle Rule. A reserve clause binds a 

player to a particular team, limiting his ability to market his services to the 

highest bidder. It IS a "contract provision which. has been held to per-

petually operate to remove from a player his free choice of teams, thereby hav

ing a restraining effect on the interstate market of players."S The reserve 

clause allows a particular team exclusive rights to a player and no other team 

can infringe on that right. "Thus if a player wishes to play in that league, he 

has no option but to come to an agreement with the team which has been granted 

the right to negot iate with him. ,,6 After agreeing on a salary a player must 

sign a "standard or uniform player contract, the terms of which, according to 

league rules, cannot be varied from player to player or team to team, save as to 

salary. ,,7 Once having signed an agreement the player is obligated, by the 

terms of the agreement, to enter into another contract, the same in terms, 

except as to salary. Thus a player is perpetually tied to the team acquIrIng 

rights to him. Reserve clauses are self-enforcing, for a player who violates 
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the reserve clause of his contract 1S blacklisted by the other teams comprising 

the league. 

Reserve clauses can be traced to the origins of professional sport. 

However, they have not enjoyed a carte blanche existence as the validity of the 

reserve clause has been challenged repeatedly. The challenges have usually 

centered on whether the reserve clause meets the "reasonableness" test con

structed by the judicial system. As a result, an evolution in the degree of 

restraint that can be placed on the individual athlete has taken place. Early 

reserve clauses were very restrictive, bestowing individual players with virtu

ally no control over the conditions of their employment. Over time, reserve 

clauses have lessened in the restraint they nnpose, as many reserve clauses have 

not withstood antitrust challenge. 

The reserve clause originated in the National Agreement for the 

Government of Professional Baseball signed by sixteen major league owners in 

1903. "It was des igned to insure that the eight Nat ional League and eight Amer

ican League teams would constitute major-league baseball in the United States, 

and to reduce competition for players among those teams. 118 Reserve 

clauses in other, later developing professional sports were patterned after 

baseball's. When it became clear that baseball alone was exempted from anti

trust applicability, participants in all sports, including baseball, began chal

lenging the validity of the reserve clause. While players in the various sports 

obviously challenged the clause on antitrust grounds, baseball players were pro

vided incentive to challenge by the apparent inconsistency in the application of 

federal law. Subsequently the degree of restraint imposed began to lessen. The 

evolution in the nature of the reserve clause is a recent phenomenon; in the 

past decade the most significant changes have occurred, as free agency has 

become a part of the sports vocabulary. No longer can most professional sports 
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- contracts perpetually tie a player to a particular team. Now players can play 

out their options and market their serV1ces throughout the entire league. The 

effect upon sala.ries has been tremendous. The average salary before free agency 

in major league baseball was $32,500.00 and now it is $150,000.00. Other 

changes occurring within baseball are illustrated in Appendix A. Baseball 

players obtained the right of free agency in 1976, with the other respective 

sports following suit in the years since then. The strength of the baseball 

union accounts for baseball players' success in obtaining greater rights, in 

spite of the labor exemption granted the sport. The following cases detail the 

evolution of the reserve clause. 

There are several cases 1n which reserve clauses have been found 

unreasonable restraints of trade. These include the previously cited Boston 

Hockey v. Cheevers and Philadelphia World Hockey Club v. Philadelphia Hockey 

Club, and also Nassau Sports v. Hampson, 353 F. Supp. 733 (D. Minn. 1972), and 

Kapp v. National Football League, 390 F. Supp. 73, (N.D. Cal. 1974). The 

initial case declaring a reserve clause to be an unreasonable restraint of trade 

is Boston Hockey. The Boston Bruins, a professional hockey team sought an 

injunction to prohibit two of their superstar players, Gerry Cheevers and Derek 

Sanderson, from signing contracts with teams of the then new World Hockey 

League. The basis of the Bruins claim was that the reserve clauses of both 

players standard contracts acted to tie them to the Boston franchise. This 1S 

in fact what the clause did, as clause 17 of the contracts states, "The player 

hereby undertakes that he will at the request of the club enter into a contract 

for the following playing season upon the same terms and conditions as this 

contract save as to salary. . " Clause 6 of the contract states in part, 

"the player thereof agrees that the club shall have the right, in addition to 

any other rights which the club may possess, to enjoin him by appropriate 
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injunction procE~edings from playing hockey for any other team •. II 

Both players contended that the reserve clause, in binding them to the Bruins 

their entire careers or to such time when the Bruins no longer desired their 

services, violated sections one and two of the Sherman Act as a restraint of 

trade. The Court held for the players, but the rational employed did not give 

clear guidance as to when reserve clauses are permitted. The Court in 

Philadelphia Hockey addressed this issue in their decision two months later. 

In Nassau Sports v. Hampson, the plaintiff hockey club charged the 

defendant with breach of contract by his signing with the Midwest Saints of the 

World Hockey League. The Court rejected the club's argument that the reserve 

clause did not act to perpetually bind a player for successive one year periods. 

Continuing, the Court citing Boston Hockey v. Cheevers felt, lIit would be un

realistic to rule that the plaintiff team had sustained its burden of showing 

that it was unlikely that the system of player control of which the contract in 

question was a part would be found not to restrain trade in professional hock

ey. II It remained for the Philadelphia Hockey Court though to provide guidel ines 

as to just what constituted unreasonable restraints of trade. 

Philadelphia Hockey was an action lIinvolving the enforcement or 

threatened enforcement of reserve clause by established major professional hock

ey leagues to prevent players who had signed such standard contracts from play

ing for clubs in the new league. II The Philadelphia Hockey Court held the re

serve clause to be an unreasonable restraint of trade. The basis for its find

ings was the fact that the reserve clause had not been the subject of meaningful 

negotiation between the players' union and the leagues' representatives in col

lective bargaini.ng sessions. Thus the Court felt the reserve clause, as instit

uted by one party's unilateral action, constituted an lIunreasonablell restraint 

upon hockey players. The Court stated, "the league was not entitled to invoke 
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- the labor exemption from the Sherman Act with respect to its perpetuation of 

a monopoly over the product market of all professional hockey players by way of 

the reserve system." The Court further stated that, "evidence . . . showed that 

the established major league had willfully acquired and maintained its monopoly 

power through the use of many agreements with other leagues and the reserve 

clause and that its continuing and overriding goal was to maintain a monopoly 

over the supply of major league professional hockey players." Future 

challenges to the reserve clause could now be evaluated by the criteria employed 

by the Philadelphia Hockey Court in ascertaining whether a restraint of trade, 

with respect to the sports industry, was reasonable or not. 

In 1974, Joe Kapp, a former professional football quarterback for the 

Minnesota Vikings and New England Patriots, brought suit "alleging antitrust 

conspiracy and monopoly.1I Specifically Kapp claimed the NFL's reserve clause, 

referred to as the Rozelle Rule, was an unreasonable restraint on trade. The 

Kapp court further distinguished as to when per se violations occur and when the 

"reasonableness" test should be employed. In following the Philadelphia Hockey 

decision the Court found that when a reserve clause had not been a subject of 

collective bargaining it was an unreasonable restraint. In this instance no 

agreement existed between owners and players. The Kapp Court went on to 

delineate what it saw as the proper rule of the labor exemption in the sports 

industry. The "exempt ion does not and should not go so far as to permit 

immunized combinations to enforce employer-employee agreements which, being 

unreasonable restrictions on employee's right to freely seek and choose 

employment, had been held illegal on grounds of public policy long before and 

ent irely apart from ant itrust laws. II 

In Mackey v. NFL, 407 F. Supp. 1000 (D. Minn. 1975), a Federal Court 

concurred with the Kapp Court in finding the Rozelle rule as violative of 
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antitrust law. The Rozelle Rule, which requ1res a club acquiring a free 

agent to compensate the free agent's former team, was held to be a per ~ 

violation as it is "so contrary to public policy." The Rozelle Rule also 

violates the re.!lsonableness standard, for it "was overly broad for (the) stated 

purpose of preventing deterioration of quality of play; there was no procedural 

safeguards of any kind; and clubs' investment in training of players was no 

different from that in other businesses •.•. " In reviewing Mackey the Eighth 

Circuit Court of Appeals concurred that a violation of antitrust law had 

occurred. However, the Appellate Court distinguished between illegal rules 

which make an agreement null and void and those rules which on their own merits 

are illegal, but when part of a collective bargaining agreement, which has been 

subject to meaningful negotiation between the parties, are allowed to stand. 

"It is the process of collective bargaining which legitimizes terms which would 

otherwise be prohibited as improper anticompetitive restraints."9 The court 

even went as far as to suggest means by which the NFL could make its reserve 

clause legal. The" •.. defendants could avoid further ant itrust problems by 

entering into meaningful collective bargaining with the players' union on the 

matter of player restraints."lO 

In two specific earlier instances reserve clauses had been held non

violative of federal antitrust law. In both instances the interest promoted by 

the clause was deemed a reasonable restraint. The restraint of trade imposed 

was seen as necessary to promote league competitiveness. Nassau v. Peters, 352 

F. Supp. 870 (E.D. N.Y. 1972) was an action where Nassau Sports Club sought to 

enjoin a hockey player, Peters, from breaching his standard player contract. 

The Court noted that it viewed as narrow the limits "within which the defense of 

illegality is allowed in respect of the Sherman Act." The ruling was in favor 

of the club and the reasoning threefold. First, the Just ices felt, "some form 
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of reserve system is probably necessary 1n professional hockey, as in other 

sports." Second, the Supreme Court had not condemned the reserve clause as an 

unreasonable restraint of trade in the Flood decision of 1972. Third, and most 

significant, the Court felt "where a hockey player voluntarily accepted 

employment under allegedly illegal contract and he presented an antitrust 

question only when it appeared to be no longer in his economic interest to 

comply with his agreement ... the hockey player was not entitled to breach his 

contract because of the alleged illegal ity under the ant itrust laws." An 

earlier case in which a similar conclusion was drawn is Washington Capitals 

Basketball v. Barry, 419 Fed.2d 472 (9th Cir., 1969). The perpetual nature of 

the reserve clause was upheld in this decision. 

To review the current status of the reserve clause in professional 

sports, one can conclude that its existence as a restraint remains and 1S likely 

to continue. However, reserve clauses cannot be nearly as restrictive as in the 

past. For instance, compensatory clauses such as the NFL's Rozelle Rule are not 

permitted unless players' representatives have agreed to its existence as part 

of a collective bargaining agreement. "When the reasonableness of a restraint 

is fully investigated, that which needs to be considered includes, the facts 

peculiar to the business to which the restraint is applied; its condition before 

and after the restraint was imposed; the nature of its restraint and its effect, 

actual or probable .,,11 Restrict ions on mobility must be reasonable, which 

at present would dictate that modes for free agency must be available to play

ers, and that owners are precluded from conducting group boycotts which deny 

particular players the right to play. 

The player draft, as a part of the reserve system of professional 

sport, deserves special attention. The player draft is a selection system where 

previously unsigned athletes are recruited into a professional league. Drafts 
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- are a part of all professional sports. Once a team selects a player they 

are granted sole rights to negotiate with the athlete, "such right being 

exclusive, with penalties applying to any other team in the league which seeks 

to negot iate with that athlete. ,,12 Obviously the draft restricts a player 

from marketing his services. There has yet to be a direct challenge to the 

player draft system, though Herschel Walker, a star running back, contemplated 

such a challenge two years ago. However, the Court in Denver Rockets v. All Pro 

Management stated in its opinion, "that there was a substantial probability that 

the player draft itself would prove to be an arbitrary and unreasonable 

restraint on trade." This Court also stated that basketball's four year rule, 

which mandated that four years must elapse from the time an athlete leaves high 

school before he can play professional, is a group boycott and as such is 

arbitrary and unreasonable. In James McCoy (Yazoo) Smith v. Pro Football et. 

al., 420 F. Supp. 738 (D.C., 1976) the NFL argued that the draft is a mandatory 

subject of collE~ctive bargaining and as such exempt from ant itrust scrutiny by 

virtue of the labor exemption. In addressing this point the Court held the 

player draft, in which Smith had been selected, to be a per ~ violation of the 

Sherman and Clayton Acts. In addition, the exclusive right to a player selected 

by a team via the draft was found to be a group boycott condemned as a per ~ 

violat ion. Even if appl ied, the "rule of reason" could not save the draft from 

antitrust liability, since the Court perceived the availability of significantly 

less restrictive alternatives. These rulings cleared the way for athletes such 

as Moses Malone and Darrel Dawkins to enter the NBA directly out of high school. 

Another area of the sport industry affected by antitrust law is that 

-- of the selection of playing sites. Franchise location is probably the most vis

ible application of sport antitrust law today. Evidence of this can be seen in 

litigation spawned by the NFL Colts' franchise move from Baltimore to Indiana-
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polis. Antitrust influence on the sports industry's establishment of rules 

governing franchise locations is an extremely recent occurrence. Leagues formed 

their bylaws concerning the right of participation without much concern for 

antitrust provisions. With the recent suit brought by Al Davis and his Raiders 

franchise, the legality of rules dictating the method of selection of playing 

sites has been questioned. Rule 4.3 of the NFL Constitution requires that 21 of 

28 clubs must approve a franchise move. Davis desired to move his team from 

Oakland to Los Angeles but was unable to secure the required 21 approvals. 

Davis then sued claiming an unreasonable restraint of trade. Again the key word 

is reasonable. The Trial Court jury was left to select their own criteria as to 

what constituted a reasonable restraint of trade. The jury held the NFL guilty 

of violating federal antitrust law. They came to this decision in spite of NFL 

arguments that such a decision would undermine the complete nature of 

self-regulation and authority relied on to promote the sport's best interest. 

The jurors were evidently more impressed by Davis' argument that he should be 

free to run his business just as any other entrepeneur. 

Two other cases which dealt with control of playing facilities or 

locations are International Boxing Club v. United States, 358 U.S. 242 3 L.Ed.2d 

270, 79 S. Ct. 245 (1959) and Hecht v. Pro Football, Inc., 444 Fd.2d 931 (D.C., 

1971). In International Boxing the Court stated, "The efforts of the defendants 

to acquire the rights to, and to exercise control over, some substantial portion 

of those arenas, stadia, and playing sites most suitable for the performance of 

a particular type of sporting event were a factor in the court's determination 

as to whether the defendants had violated the Sherman Act." At one point Inter

national Boxing Club controlled the promotion and site selection for about 81% 

of championship boxing matches in the United States, and later 93% and 100% of 

the heavyweight and middleweight championship divisions. This control and the 
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intent to acquire it was viewed by the Court as a substantive offense of 

monopolizing the boxing business. In Hecht, the plaintiff wished to obtain 

playing facilities in Washington, D.C.'s RFK Stadium. He alleged that the lease 

to the Washington Redskins constituted a restraint of the business of 

professional football. The Court held for the defendant, denying the antitrust 

violation claim. Many suitable sites for professional football teams exist and 

the Court reasoned the NFL should not be punished for the good business pract ice 

of already securing 17 of the 31 most desirable locations. An additional area 

for possible future litigation is the method of expansion selection relied on by 

the respective sport leagues. The Colt's auction between Indianapolis, 

Baltimore and Phoenix highlighted the desire many cities have for sports 

franchies. As professional sports continue to expand into new locations one can 

expect legal challenges to the expansion process. 

Eligibility requirements and disciplinary measures constitute league 

actions as group boycotts. As such they are also subject to the reasonableness 

test utilized so frequently in antitrust law, though an extremely restrictive 

eligibility or disciplinary measure has on occasion been found to be a per ~ 

violation. 

Eligibility rules have the potential effect of prohibiting a profes

sional athlete from the opportunity to earn his livelihood. Thus, the courts 

have considered eligibility criteria as potential violations of antitrust law. 

The cases in which eligibility requirements have been struck down include the 

previously cited Radovich v. NFL and Greenleaf v. Brunswick-Bulk-Colander 

Company, 79 F. Supp. 362 (E.D. Pa. 1947). Radovich established that collective 

boycotting of a player by a league because he previously breached his contract 

with a member team was an offense for which reI ief could be obtained under 

antitrust law. In Greenleaf, the plaintiff was a notable billiards player who 
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accused the defendant, known as the Billiard Association of America, of 

requiring participants to give permission for the use of their names for 

testimonial purposes in exchange for the right to play in tournaments for money. 

In a particular instance, Greenleaf was denied entrance to a tournament for 

endorsing a wholesaler who did not deal in the defendant's product. Such a 

requirement was held violative by the court as an unreasonable restraint. 

Cases where individuals were deprived a chance to earn their liveli

hood and the courts did not find deprival as an illegal restraint include 

Washington Professional Basketball Corp. v. NBA, 131 F. Supp. 596 (S.D. N.Y. 

1955), Heldman v. United States Lawn Tennis Association (USLTA), 354 F. Supp. 

1241 (1973) and STP Corp. v. United States Auto Club, 286 F. Supp. 146 (S.D. 

Ind. 1968). In Washington v. NBA the plaintiff was denied the right to purchase 

a fail ing franchise because the league, ". • . did not approve of the fact that 

the plaintiff corporation proposed to raise most of its capital by the sale of 

debenture bonds, which would place the venture in the position of having a high 

annual debt." The Court concluded that a determination of whether the league 

acted in good faith or not required greater evidence than mere affidavits it had 

before it. This case is significant in that plaintiff's injunctive relief was 

denied, implicitly upholding the legality of deprival. An injunction 

sought by Heldman in Heldman v. USLTA, 354 F. Supp. 1241 (S.D. N.Y. 1973) was 

also denied. In this case the Court recognized the valuable reasons for sanc

tioning by the USLTA, the governing body for the sport of tennis which were not 

anticompetitive in nature. These reasons include uniformity of rules, assurance 

of high caliber play and ethical standards, and scheduling of tournaments. 

While players are not permitted to play in unsanctioned tournaments, a hearing 

is provided them to determine whether or not to bar them from future tourna

ments. Control over tennis players was deemed a reasonable restraint. In 1968 
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the STP Corporation sued the racing governing body, USAC after USAC changed 

engine specifications which took away the turbine engine's competitive 

advantage. The essential question here being the denial of elibility of the 

turbine engine. This is a particularly interesting case 1n that the plaintiff 

challenged USAC actions as a violation of antitrust law, which is designed to 

promote competition, while USAC reasoned its actions as an attempt to maintain a 

competitive balance between turbine and piston driven engines. The Court 

concluded that a "sanctioning organization has the right to legislate to 

perpetuate its existence without Court intervention .. " Act ions taken to 

promote competiteveness were seen by this Court as reasonable restraints. 

With respect to disciplinary measures there have been instances where 

suspensions or expulsions have been held both violative and nonviolative of 

antitrust law. Jane Blalock was accused of breaking a rule of golf by moving 

her ball during a round. A governing body composed of her peers (fellow play-

ers) conducted a hearing 1n which she was found guilty and suspended for one 

full year. Upon examining the merits of her case Blalock v. LPGA, 359 F. Supp. 

1260 (D. Ga. 1973) the Court found her suspension to be a "naked restraint of 

trade and therefore illegal per se." Cont inuing, the Court stated that the 

action of the LPGA Board was "to exclude the plaintiff from the market of pro

fessional golf, that it was the result of unfettered subjective discretion and 

since the members of the executive board were competitors of the plaintiff, 

they stood to gain financ ially from the plaint iff's suspens ion." The key to 

this case is what the Court describes as "naked restraints of trade" which in

volve exclusionary or coercive conduct as opposed to group boycotts not involv

ing those elements. In group boycotts where exclus ionary or coerc ive conduct is 

not present a reasonableness test is to be employed. However, when a "naked 

restraint of trade" exists it is a per ~ violation. In the case of Molinas v. 
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NBA, 190 F. Supp. 241 (S.D. N.Y. 1961) the Court found the application of 

the rules, whose purpose was to further the interest of the NBA, was not 

unreasonable or arbitrary. Mo1inas admitted to making bets on basketball games 

in which he was a participant. He was suspended immediately as called for by 

league rules prohibiting gambling. Molinas charged that the league conspired 

with its member teams in restricting his opportunity to earn a living by playing 

basketball. The court found that the rule providing for the suspension of 

players who place wages on games in which they are participating was not only 

reasonable, but necessary for the survival of the league. "It is not true . 

. that every disciplinary rule which a league may invoke is violative of the 

antitrust laws." Of particular concern in this case is the information the 

plaint iff provided to bookmakers concerning the accuracy of a gwen point spread 

or the ability of a team to win a part icular game every time he did or did not 

place a bet. 

Eligibility requirements and disciplinary measures must be examined on 

an individual basis to determine the validity of their application. These cases 

provide guidance to the various sports as to when the players interest or the 

league's interest takes precedence. Since eligibility and disciplinary regula

tions deny an athlete his livelihood, the interest of both parties are examined 

with great scrutiny to ascertain the predominant interest. 

Having outlined the applicability and influence of antitrust law 

with respect to the sports industry, the focus turns to an evaluation of the 

merits of such application. Standing out as blatantly inconsistent is the 

exemption enjoyed by professional baseball. The business of baseball cannot be 

distinguished from other professional sports to warrant such a variance in the 

application of federal law. Regardless of one's bias either for or against the 

applicability of antitrust law to professional sport, it is difficult to argue 

that professional baseball should be singularly exempted. 
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The arguments both for and against not only applicability of antitrust law, 

but also strict or loose use of the reasonableness test each present valid 

points. Leagues and owners generally, excluding Al Davis and Robert Irsay, 

favor the nonapplicability of antitrust law to professional sports. Their 

argument is premised on what they see as the unique competitive structure of 

professional sport. In order to promote the sport as a whole a diversity of 

talent is needed to l.nsure a competitive balance throughout the league. Thus 

limits and restraints upon players are necessary to keep the talent spread 

fairly evenly. These restraints are actions which would not be permitted in 

most other industries. The reasoning relied on by proponents of this Vl.ew is 

that if players were free to market their services it would lead to the collapse 

of the sport as an industry. The sport would bring about its own death. 

Players of the highest caliber talent would locate in a few cities whose owners 

could pay top dollar. Fans would lose interest since the outcome of most games 

would not be in doubt. Currently the NFL and its Commissioner are lobbying 

Congress to obtain legislation exempting professional football from antitrust 

scrut iny. The NFL contends that instances such as Davis' Raiders move weakened 

the league and threatened the power of the league to make rules. 

In favor of applicability, proponents argue that each player should 

have the opportunity to pursue a livel ihood by marketing his services freely. 

Reserve clauses, including the player draft are likened to the corporate world 

where no college graduate from "Princeton with honors in chemical engineering" 

would stand for being told, "You'd been drafted by Kaiser Aluminum and were 

being sent to Des Moines.,,13 The player draft is a "socioeconomic disaster. 

Instead of keeping the costs down, the draft drives them up. It puts the selec

tion process in the wrong hands and the players in the wrong places. It alien

ates fans and players alike, and confuses their loyalties. And it doesn't 
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equalize anything.,,14 Exemption from antitrust applicability it is 

contended, does not promote the best interests of the sport. In light of the 

relatively short career an athlete can expect, the limits placed on his economic 

freedom by such an exemption are particularly drastic. 

Determining the degree of antitrust applicability and the proper con

striction of the reasonableness test is therefore a difficult decision. Having 

weighed the respective merits of each position though, the economic freedom of 

the individual athlete would seem of greater significance, thus warranting anti

trust applicability and narrow limits as to what constitutes a reasonable 

restraint of trade. Fallacies in the arguments of proponents for antitrust 

exemption demonstrate that players obtaining economic freedom would not bring 

the walls of the sports industry crashing down upon itself. The NFL has adopted 

its draft rule and Rozelle Rule to comply with legal standards. These actions 

have not proved detrimental nor undermined the authority of the league. Rev

enues, quality of product and public appeal have not suffered at all as the 

result of lessening the restraint imposed upon football players. 

Other methods exist for maintaining competitiveness between league 

teams besides restrictive league regulations. Professional basketball provides 

a model which other professional sports would be wise to emulate. With the 

settlement of Robertson v. NBA 389 F. Supp. 867, (D.C. N.Y. 1976), professional 

basketball initiated steps to insure the continued existence of the league as a 

thriving enterprise while also providing players with a fuller range of economic 

liberties. Perhaps professional basketball's lack of popularity relative to 

professional football and baseball provided the impetus to upgrade the employ

ment arrangement. The continued existence and growth of pro basketball appears 

assured. The Robertson sett lement, "salvaged the league draft and set a course 
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for freeing players from management's restrictive control of their movements 

and salaries." lS The most recent collective bargaining agreement 

demonstrates the progressiveness of the NBA. First, a strike, which plagued 

professional baseball and football in recent years was avoided. The agreement 

reached set team maximum and minimum salary limits, guaranteed players 53% share 

of gross profits, and established revenue sharing for financially troubled 

teams. Rookies will earn a minimum of $65,000.00 with guaranteed raises of 

$5,000.00 for the next two years. In addition, at the end of their first year 

rookies will be free agents and can negotiate with any team they desire. 

Superstars with enormous salaries can keep their salaries and also have the 

right to free agency.16 The effect of this agreement is to maintain league 

parity as a single owner can't hire all the best talent since a salary cap is 1n 

place. Players can now market their services freely, as they are not 

perpetually tied to a single team. In effect both management and labor achieved 

what they wanted with this agreement. Competition is promoted and players 

economic freedom is assured. Clearly the spirit of the Sherman Act is upheld 1n 

the NBA's landmark collective bargaining agreement. The advantages gained from 

lessening restraints on players economic freedom will serve as a guide to other 

professional sports of why a change in their employment relations should occur. 

Both parties were made better off by the exchanges at the bargaining table. 

Upon recognizing that mutual beneficial exchange is possible and attainable, 

both players and owners should bargain with one another, for it is in their best 

interests to do so. 

Antitrust applicability to professional sports is an exciting area of 

the law. The methods of self-regulation relied on by professional sport 

leagues, to promote the interests of sport have evolved as the Courts have 

continued to expand the application of federal antitrust laws to professional 
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sports. Restraints upon professional atheletes were initially very great, 

with sports enjoying exemption from antitrust law. Economic freedoms were 

virtually non-existent. Over time restrictions upon professional athelete's 

livelihoods have lessened, as the Courts have mandated that professional sport 

be subject to ever increasing degrees of antitrust scrutiny. However, players 

do not enjoy complete economic freedom today. Many restraints still remain in 

place and the unique competitive structure of sports would seem to dictate that 

complete removal of restraints is not feasible, though preferable to a complete 

curtailment of i.ndividual economic liberties. Antitrust law is designed to 

promote the existence of optimal economic conditions. As evidenced by the 

success of the business of professional sport and the tremendous salaries earned 

by professional sport participants, the application of antitrust laws and the 

effect of such application, Which this thesis detailed, has aided the 

development of a thriving sector of the United States economy. 
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P~ay~rs Kno\'V 
Va~U1ce of Unity 

ST. LOUIS-To understand why members of the Major 
League Players Association have so much confidence in 
their union and its leadership, one must realize what their 
direct experience has been. Most of them entered profes
sional baseball in the early'1910s, and some in the 1980s. To 
them, tbe gains made since then are not items in history 
books or theories, but something they lived through. 

They also know that while their own circumstances have 
im·proved dramatically, the business on which they depend 
has also grown dramatically. Here, in chart form, is what 
they know first hand, or from daily contact with those who 
learned it first hand: 

1968 1972 1980 
Category. __ ---..:(~N_o:..._r_e_a.:..:..l_u_n ___ io.:..:..n.:.!)~(.:..:..N.:..:..o_f.:..:..re.:..:..e:..._a_!g:Le_n.:..:..c~y~) ~(=-So.:..:..m:...:..:....:.e_=f ___ r ___ ee:....;::.a~ge..:..:n:.:...c~y) 

Minimum salary $7,000 $13,500 $32,500 
Average salary $22,500 $32,500 $150,000 
Topsa_la_ry~ _________ $.:..:..1.:..:..5.:..:..0,~O ___ OO ______ ~$_20_0~,O_0_0 _______ $.:..:..1~,5..:..:0 ___ 0~,o.:..:..o ___ o_ 
Per diem $12 $18 $37 
Spring training 

weekly expenses 
Severance 

pay 

$25 
10 days 

None 

$55 $363 
60 days full pay 

full pay if 
after May 15 

None After 6 years Free agency 
,------------------------~--

Salary 
arbitration None None After 2 years 

Qualification 
.. years 1 year ~pension. ______ 5___'y~e_a_r_s ____ ___'_ ___ .....:::.._ _______ ___=__o!._ 

Grievance 
procedure None.~ __ --==--.:..:.:.~..:..:.:..:.. ___ ~.:..:...:..::. Limited Extensive 

Right to reject 
~ing trad~d ______ None 
Pension fund 
_~~~~!J?~r c1~b __ 

Effect on baseball: 

Attendance 

S112,500 

After 10 years, 
None 5 with same club 

$300,000 $600,000 ------

~r ~1~~ ______ ~2~0~~~ ____ I~,125,~_~O _____ 1,.650,OOO 
Average ticket $2.50 $3.00 $4.50 
Nati;;-~<lTTV-----si2-:000,OOO----$18,000,006---- $44,OOO~,000 
--.--- ---- ------ --- -- -- ~------ -------.--- -- -------- - ---
Gross inc~!1!~e~ ___ ~_$lOO_'~0i>,Q~O __ ~_ J15Q--~~0~00~ ____ ~~}QO~~~~,~~~ 
Team sells for $7-8,000,000 $9,000,000 $12-21.000,000 
.N~~t;r ~ft;';~~ ----------20--~-- -~---24------- --'-- 26 
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