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THE ECONOMIC BENEFITS TO
CITIES FROM HOSTING MAJOR
SPORT EVENTS

Chris Gratton

Introduction

In the UK, in the 1970s and early 1980s, government expenditure on sport expanded consid-
erably. The rationale for this increased expenditure was that sport made a considerable contri-
bution to local communities in welfare terms. Following the publication of the White Paper
on Sport and Recreation (Department of the Environment, 1975), it was established that
sport should be regarded as part of the general fabric of the social services. Most of this addi-
tional expenditure was made by local government on indoor sports centres and swimming
pools. In 1971, there were 12 indoor sports centres and 440 swimming pools in Britain. By
1981, there were 461 indoor sports centres and 964 swimming pools (Gratton and Taylor,
1991). This growth in expenditure came to an end in the mid-1980s with the public expendi-
ture cuts of the then Conservative government.

At the same time as the investment in sport for welfare reasons started to decline, a second
wave of sport investment began, but this time the rationale was economic regeneration.
Investment in sport infrastructure in cities was not primarily aimed at getting the local
community involved in sport but was instead aimed at attracting tourists, encouraging inward
investment, and changing the image of the city. The first example of this new strategy was
seen in Sheffield with the investment of £147 million in sporting facilities to host the World
Student Games of 1991. There were also the Olympic bids of Birmingham and Manchester
in the 1980s and 1990s. These did not immediately result in investment in facilities since the
bids were unsuccessful, but substantial expenditure was required just to mount the bids. More
recently, Manchester spent over £200 million on sporting venues in order to host the 2002
Commonwealth Games, with a further £470 million expenditure on other non-sport infra-
structure investment in Sportcity in East Manchester.

In the British context, most of the cities following this strategy of using sport for economic
regeneration were industrial cities, not normally known as major tourist destinations. The
driver of such policies was the need for a new image and new employment opportunities
caused by the loss of their conventional industrial base. In the USA, cities such as Indianapolis
and Cleveland had adopted a similar strategy in the 1970s and 1980s, again following increased
unemployment due to deindustrialization. However, in the USA sport-related regeneration
strategies have tended to be focused on facilities for domestic professional team sport rather
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than on hosting major international sports events. In the rest of Europe and Australia, we
have seen similar strategies, most notably in Barcelona with the hosting of the 1992 Olympics,
in Athens with the 2004 Olympics, and in Sydney with the 2000 Olympics. The difference
between these cities and the British and American ones is that they were already major tourist
destinations in their own right prior to hosting the Olympics and were not facing the same
problems of industrial decline. The objective here was to transform the image of these cities
and turn them into major world cities.

This chapter analyses the justification for such investments in sport in cities and assesses the
evidence on the success of such strategies. The next section begins the discussion by exam-
ining the context of sport being used as a tool of economic regeneration. The remaining
sections then critically review the theory and evidence associated with the potential benefits
of hosting major sport events. There is an analysis of the summer Olympic Games, as the
largest single major sporting event, followed by an examination of the impacts of investment
in sport infrastructure more generally in both the US and UK respectively. The chapter then
reviews the likelihood of longer-term benefits or legacies being derived from investment in
hosting sport events.

Sport and urban regeneration

As Downward et al. (2009) argue, a variety of characteristics have been used to characterize
what is meant by a sport event; including their regularity, scale, and their sporting and
cconommic significance. Specific taxonomies also exist as, for example, those developed by the
Sport Industry Research Centre at Sheffield Hallam University (see Gratton et al., 2000;
Gratton and Taylor, 2000). However, because of their prestige and/or scale respectively, the
study of hallmark events or mega-events initiated interest and became an important part of
the tourism literature in the 1980s. Since then the economics of sport tourism at major sport
events has become an increasing part of this event tourism literature.

Many governments around the world have adopted national sport policies that specify that
hosting major sports event is a major objective. A broad range of benefits has been suggested
for both the country and the host city from staging major sports events, including urban
regeneration legacy benefits, sporting legacy benefits, tourism and image benefits and social
and cultural benefits as well as the direct economic impact benefits which will be the main
focus of this chapter. It is well known that cities and countries compete fiercely to host the
Olympic Games or the football World Cup. However, over recent years there has been
increasing competition to host less globally recognized sport events in a wide range of other
sports where spectator interest is less assured and where the economic benefits are even less
clear cut. In this chapter, we will analyse the benefits generated across a wide range of sport
events from large spectator events staged as part of domestic professional team sport to World
and European Championships. We will concentrate on the economic benefits generated but
will also consider the broader benefits outlined above. To begin, we discuss the literature
associated with hosting major sport events.

The literature on the economics of major sport events is relatively recent. One of the first
major studies in this area was the study of the impact of the 1985 Adelaide Formula 1 Grand
Prix (Burns, Hatch and Mules, 1986). This was followed by Brent Ritchie’s in-depth study
of the 1988 Calgary Winter Olympics (Ritchie, 1984; Ritchie and Aitken, 1984, 1985:
Ritchie and Lyons, 1987, 1990; Ritchie and Smith, 1991). In fact, immediately prior to these
studies it was generally thought that hosting major sport events was a financial liability to host
cities following the large debts faced by Montreal after hosting the 1976 Olympics. There was
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a general change in attitude following the 1984 Los Angeles Olympics which made a clear
profit. For a specific event or organizing body simply to make its own profit or loss is,
however, not the central issue in evaluating the hosting of sport events.

Mules and Faulkner (1996) point out that even with such mega-events as Formula 1 Grand
Prix races and the Olympics, it is not always an unequivocal economic benefit to the cities
that host the event. They emphasize that, in general, staging major sport events often results
in the city authorities losing money even though the city itself benefits greatly in terms of
additional spending in the city. Thus the 1994 Brisbane World Masters Games cost the city
A$2.8 million to organize but generated A$50.6 million of additional economic activity in
the state economy. Mules and Faulkner’s basic point is that it normally requires the public
sector to finance the staging of the event and incur these costs in order to generate the subse-
quent benefits to the local economy. They argue that governments host such events and lose
taxpayers’ money in the process in order to generate such multiplier effects as spillover effects
or externalities.! Consequently, the hosting of major sport events is often justified by the host
city in terms of long-term economic and social consequences, directly or indirectly resulting
from the staging of the event (Mules and Faulkner, 1996). These effects are primarily justified
in economic terms, by estimating the additional expenditure generated in the local economy
as the result of the event, in terms of the benefits injected from tourism-related activity,
known as economic impacts (Roche, 1992).

It is not a straightforward job, however, to establish this for a specific event. There are
practical issues to consider such as delineating the area and timescale over which impacts are
to be measured. For example, major sport events require investment in new sport facilities
and often this is paid for in part by central government or even international sport bodies.
Thus some of this investment expenditure represents a net addition to the specific local
economy since the money comes in from outside this area. Of course, this may mean that
within countries some localities may benefit at the expense of others if resources are trans-
ferred nationally. Expenditures from international sources, of course, may benefit one area
specifically, but by implication this benefits the country as a whole. Also facilities remain after
the event has finished and can act as a platform for future activities that can generate addi-
tional tourist expenditure (Mules and Faulkner, 1996). The life cycle of the investment thus
needs to be considered. There are also technical issues to address, including how best to
calculate the multiplier effects and other accounting qualifications such as allowing for infla-
tion and changing interest rates on the value of monetary flows (for a discussion of these issues
see Downward et al., 2009).?

Sport events are also increasingly seen as part of a broader tourism strategy aimed at raising
the profile of a city and therefore success cannot be judged on simply economic criteria.
Often the attraction of events is linked to a re-imaging process, and in the case of many cities
is invariably linked to strategies of urban regeneration and tourism development (Bianchini
and Schwengel, 1991; Bramwell, 1995; Collins and Jackson, 1996; Loftman and Spirou, 1996;
Roche, 1994). Cities staging major sport events have a unique opportunity to market them-
selves to the world. Increasing competition between broadcasters to secure broadcasting
rights to major sport events has led to a massive escalation in fees for such rights, which in
turn means broadcasters give blanket coverage at peak times for such events, enhancing the
marketing benefits to the cities that stage them.

Such benefits might include a notional value of exposure achieved from media coverage
and the associated place marketing effects related to hosting and broadcasting an event that
might encourage visitors to return in future, or alternatively have sport development impacts,
which may encourage young people to get more involved in sport. Collectively these
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additional benefits could be monitored using a more holistic approach to event evaluation as
outlined in Figure 31.1.

The economic impact of the summer Olympic Games

Despite the huge sums of money invested in hosting the summer Olympics there has never
been an impact study of the type described in Figure 31.1 to assess the economic benefits of
hosting the event, and the economic impact studies that have been done have dubious
characteristics.

Kasimati (2003) analysed all economic impact studies of the summer Olympics from 1984
to 2004 and found, in each case, that the studies were done prior to the Games, were not
based on primary data, and were, in general, commissioned by proponents of the Games. It
was found that the economic impacts were likely to be inflated since the studies did not take
into account supply-side constraints such as investment crowding out existing economic
activity, price increases due to resource scarcity, and the displacement of tourists who would
have been in the host city had the Olympics not been held there. It is also a common error to
include residents’ expenditures in the analysis (see also Crompton, 2006).

Although no proper economic impact study using primary data has ever been carried out
for the summer Olympics, Preuss (2004) has produced a comprehensive analysis of the
economics of the summer Olympics for every summer Olympics from Munich 1972 using
secondary data, and employing a novel data transformation methodology which allows
comparisons across the different Olympics.

Despite collecting a massive amount of secondary data, Preuss’s conclusion on the estima-
tion of the true economic impact of the summer Olympics is the same as Kasimati’s:

The economic benefit of the Games . . . is often overestimated in both publications
and economic analyses produced by or for the OCOG [Organising Committee of
the Olympic Games]. . . . multipliers tend to be too high and the number of tourists
is estimated too optimistically

(Preuss, 2004: 290)

Preuss, however, does make some strong conclusions from his analysis. He shows, for instance,
that every summer Olympics since 1972 made an operational surplus that the OCOG can
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spend to benefit both national and international sport. Stories relating to massive losses from
hosting the Olympics have nothing to do with the Games operational costs and revenucs.
Rather they are to do with the capital infrastructure investments made by host cities on
venues, transport, accommodation and telecommunications. These are investments in capital
infrastructure that have a life of 50 years or more and yet many commentators count the full
capital cost against the two to three weeks of the Games themselves. Preuss points out that
this is economic nonsense:

It is impossible and even wrong to state the overall effect of different Olympics with
a single surplus or deficit. The true outcome is measured in the infrastructural,
social, political, ecological and sporting impacts a city and country receive from the

Games.
(Preuss, 2004: 26)

This indicates of course the importance of addressing the economic impacts of events prop-
erly, though estimating the true economic impact of the summer Olympic Games properly
would require a huge research budget in addition to the other costs associated with the
Games. Research needs to start several years before the Olympics and continue several years
after they have finished. So far nobody has been willing to fund such research. However,
there is increasing research output relating to other major sporting events.

Despite a strong theoretical case in favour of urban regeneration benefits from investment
in sporting infrastructure in order to host major sport events, then, there are also strong argu-
ments that the negative impacts of such investment may match or even outweigh these bene-
fits. This has been particulatly pronounced in US literature.

City sport strategies in North America

Over the last two decades many cities in the United States have invested vast amounts of
money in sport stadia on the basis of arguments that economic benefits will accrue to the city
from such investment. Most of these strategies have been based on professional team sports,
in particular, American football, baseball, ice hockey, and basketball. Unlike the situation in
Europe, professional teams in North America frequently move from city to city.

Since the late 1980s, cities have offered greater and greater incentives for these professional
teams to move by offering to build new stadia to house them, costing hundreds of millions of
dollars. The teams just sit back and let cities bid up the price. They either move to the city
offering the best deal or they accept the counter offer invariably put to them by their existing
hosts. This normally involves the host city building them a brand new stadium to replace
their existing one, which may only be ten or fifteen years old.

Baade (2003) indicates how, since the 1980s, escalating stadium construction costs have
increased the size of stadium subsidies:

the number of stadiums that have been built since 1987 to the present is unpre-
cedented. Approximately 80 per cent of the professional sport facilities in the United
States will have been replaced or have undergone major renovation during this
period of time. The new facilities have cost more than $19 billion in total, and the
public has provided $13.6 billion, or 71 per cent, of that amount. In few, if any,
instances have professional teams in the United States been required to open their
books to justify the need for these subsidies. Rather, teams have convinced cities that
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to remain competitive on the field they have to be competitive financially, and this,
teams claim, cannot be achieved without new playing venues.
(Baade, 2003: 588)

This use of taxpayers’ money to subsidize profit-making professional sport teams seems to be
completely inappropriate and particularly out of place in the North American context. The
Justification for such public expenditure is an economic one: the investment of public money
is a worthwhile investment as long as the economic impact generated by having a major
professional sport team resident in the city is sufficiently great.

Baade (1996), Noll and Zimbalist (1997) and Coates and Humphreys (1999), however,
showed no significant direct economic impact on the host cities from such stadium develop-
ment. Crompton (1995, 2001) also argues that economic impact arguments in favour of such
stadium construction using public subsidies have been substantially exaggerated. However, he
goes on to suggest (Crompton, 2001, 2004) that there are other possible benefits to cities from
such developments: increased community visibility, enhanced community image, stimula-
tion of additional development related to the stadium, and psychic income to city residents
from having a professional team in the city. The first three of these focus on the ability of such
stadium developments to influence external audiences which may lead to inward investment
into the host city and generate similar benefits to economic impact. Psychic income relates to
the social and psychological benefit local residents may feel by identifying with the resident
professional team. Although sport researchers are well aware of such benefits they are notori-
ously difficult to measure effectively and no evidence currently exists to suggest these broader
benefits justify the high levels of public subsidies to professional sport teams in the USA.

The question that arises therefore is why such subsidies have grown to these massive levels
in recent years. Quirk and Fort (1999: 169-70) suggest an answer to this question:

As monopolies, sport leagues artificially restrict the number of teams below the
number that would be in business if there was competition in the sport. By constantly
keeping a supply of possible host cities — cities that could support a league team — on
line, current host cities are in the unenviable position of being pressured to provide
exorbitant subsidies to their teams or risk losing them.

Thus it is simply a problem of supply and demand and the market power lies with the profes-
sional sport teams. Most economists are agreed that this phenomenon is not an example of
sport contributing substantially to economic regeneration. However, some American cities
have gone beyond the professional sport team stadium gamie and taken a broader approach to
using sport for economic regeneration. Indianapolis, Cleveland, Philadelphia, Kansas City,
Baltimore and Denver are examples of cities that have adopted broader sport-orientated
economic regeneration strategies and Indianapolis is perhaps the best example out of these.
Schimmel (2001) and Davidson (1999) analyse how sport has been used in Indianapolis for
economic regeneration of the city. Indianapolis is a midwestern US city that in the mid 1970s
was suffering from the decline of its heavy manufacturing base, in particular its car industry.
Local politicians were keen to develop a new image for the city. As Schimmel indicates, the
problem was not that the city had a bad image, but rather that the city had no image at all.
The strategy was to target the expanding service sector economy in an attempt to redevelop
the city’s downtown area by using sport as a catalyst for economic regeneration. From 1974
to 1984, a total of $1.7 billion in public and private resources was invested in inner-city
construction (Schimmel, 2001), in which sporting infrastructure played a major role. The
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strategy included investment in facilities in professional team sports but added to this a strategy
of hosting major sport events in the city.

Between 1977 and 1991, 330 sport events were hosted by Indianapolis. Davidson (1999)
attempted to measure the economic contribution of sport to the city in 1991. He found that
in that year, 18 sport organizations and nine sports facilities in the city employed 526
employees. In addition, 35 sport events held in the city in 1991 generated additional spending
of $97 million. He estimated the total economic contribution of sport organizations, facilities
and events in Indianapolis in 1991 to be $133 million. In addition, other studies had shown
that the sport strategy aimed at economic regeneration had resulted in other non-economic
benefits, including increased sport participation by young people, increased pride in the city,
and an enhanced image for the city, resulting in more convention tourism. Although
Indianapolis was an early example, the strategy of using sport events as a catalyst for urban
regeneration became popular in the UK in the 1980s and 1990s.

Sport and economic regeneration in cities and regions in the UK

Several cities in the UK (e.g. Sheffield, Birmingham and Glasgow) have used sport as a lead
sector in promoting urban regeneration and these three cities were awarded National City of
Sport status in 1995 partly because of this. They have all invested heavily in their sport infra-
structure so that each has a portfolio of major sporting facilities capable of holding major
sports events.

In addition to facilities, each city has a supporting structure of expertise in event bidding
and management to ensure quality bids with a high probability of success and to guarantee
high-quality event management. Events are a major vehicle for attracting visitors to the city
and hence contributing to urban regeneration. However, these cities are also involved with
developing sport in the cities through performance and excellence programmes (e.g. training,
squad preparation, coaching) and in community spott development, so that the local popula-
tion benefits from the investment in sport infrastructure.

These and other cities have made a specific commitment to public investment in sport as a
vehicle for urban regeneration. However, the quantity and distribution of returns to such
public sector investment in sport, predominantly from local government, have been largely
under-researched and remain uncertain. Often such investment attracts criticism because of
media attention on a specific event, such as the World Student Games in Sheffield in 1991, and
there has been little research on the medium- and long-term returns on such investment.

In a report commissioned by UK Sport, Measuring Success 2: the economic impact of major sport
events (UK Sport, 2004), the Sport Industry Research Centre presented an overview of the
findings from 16 economic impact studies of major sport events undertaken since 1997, many
of which took place in these three cities and all but three of which (Spar Europa Cup, World
Cup Triathlon, World Indoor Athletics) were carried out by the Sport Industry Research
Centre. This consolidated piece of research builds on the original Measuring Success (UK
Sport, 1999a) document published by UK Sport in 1999, which recognized and demonstrated
the potential of major sport events to achieve significant economic impacts for the cities that
host them.

These sixteen studies have been conducted using essentially the same methodology as that
published by UK Sport in 1999 entitled Major Events: the economics — a guide (UK Sport,
1999b). This therefore provides a dataset in which the events are directly comparable and we
concentrate on these comparisons. Key findings from the research are outlined in Table 31.1,
commencing with the impact of each event.
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Table 31.1 Economic impact of 16 major sport events

Year  Event Host city Event days  Impact Impact per event
(£) day (£)
1997  World Badminton Glasgow 14 2.22m 0.16m
1997  European Junior Boxing Birmingham 9 0.51m 0.06m
1997 1st Ashes Test — Cricket England v Birmingham 5 5.06m 1.01m
Australia
1997  IAAF Grand Prix 1 Acthletics Sheffield 1 0.18m 0.18m
1997  European Junior Swimming Glasgow 4 0.26m 0.06m
1997  Women’s British Open Golf Sunningdale 4 2.07m 0.52m
1998  European Short Course Swimming  Sheffield 3 0.31m 0.10m
1999  European Show Jumping Hickstead 5 2.20m 0.44m
1999  World Judo Birmingham 4 1.94m 0.49m
1999  World Indoor Climbing Birmingham 3 0.40m 0.13m
2000  Flora London Marathon London 1 25.46m  25.46m
2000  Spar Europa Cup — Athletics Gateshead 2 0.97m 0.48m
2001  World Amateur Boxing Belfast 8 1.49m 0.19m
2001  World Half Marathon Bristol il 0.58m 0.58m
2003  World Cup Triathlon Manchester il 1.67m 1.67m
2003  World Indoor Athletics Birmingham 3 3.16m 1.05m

Opverall the findings confirm that major sport events can have significant economic impacts
on host communities. These impacts ranged from the £0.18m of additional expenditure
attributable to the half-day IAAF Grand Prix Athletics staged on a Sunday in Sheffield in June
1997, to the £25.5m attributable to the Flora London Marathon in April 2000. Moreover,
other events, most notably the World Cup Triathlon, World Indoor Athletics and Test Cricket
attracted additional expenditure per day in excess of £1m. Junior events (e.g. European
Junior Swimming and Junior Boxing) had the least significant daily impacts, mainly because
they rarely attract considerable numbers of spectators. It is interesting to note that the two
events generating the highest economic impacts, the London Marathon and a cricket Test
Match, were domestic events that take place annually, do not need to go through a bidding
process and do not require new sporting infrastructure investment.

Economic impact is not UK Sport’s rationale for attracting major events to the UK but it
is a useful device by which to justify funding an event in economic terms. The evidence
suggests that as a general rule it is the expenditure by visitors to an event which contributes
the majority of any additional expenditure, rather than spending by the organizers of an
event.

Spectators contributed the majority of the additional expenditure at 10 of the 16 events,
and such events are termed ‘spectator driven’. Further analyses revealed a strong correlation
between the number of spectator admissions and the absolute economic impact of an event,
which suggests that the absolute number of spectators is the key driver of economic impact.

A typical competitor spends between £55 and £60 per day at an event, of which 82 per
cent is spent on subsistence (accommodation, food and drink). Cricketers at the Test Match
spent the most per day of all the competitors (£113), compared to athletes at the World Half
Marathon who spent the least (£42). Typical daily spend of an official was £70, of which
80 per cent was attributable to expenditure on subsistence. Competitors spend relatively little
on items other than subsistence, because their days are characterized by a cycle of preparation,
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competition and rest, which leaves little time for interaction with the local economy. Similarly,
officials work long hours to ensure that events run smoothly, and consequently they too have
little time to get out and about locally. By contrast daily spend of a typical media representa-
tive was around /100 (and often much more for those on expenses), with 75 per cent of this
attributable to spending on subsistence (usually commercial accommodation). Moreover,
daily expenditure by media personnel on other items (around £25) almost doubled that spent
by the typical competitor or official. Hence, not only do events benefit from the value of
media coverage but they also benefit from the relatively high additional daily expenditure of
media representatives.

The daily spending of spectators varies considerably across events, ranging from £86 at the
European Junior Swimming (where parents spent money on behalf of and supporting their
children) to less than £10 per day at the IAAF Achletics Grand Prix. Although the absolute
number of spectators is the key driver of economic impact, the average spectator (at a little
under £50) spends less per day than the other groups. This is because spectators are most
likely to be day-visitors and least likely to make use of commercial accommodation (hotels
and guest houses), as evidenced by only 59 per cent of their daily expenditure being attribut-
able to subsistence. However, average daily expenditure of spectators is a function of the
proportion staying overnight in the host area.

As discussed above, with such events, much of the economic impact referred to here is
actually a redistribution of money around the UK economy, which has no lasting impact
on overall GDP. However, expenditure by visitors from overseas is actually ‘new’ money
to the UK economy in the form of invisible exports, as exemplified by the Flora
London Marathon, which revealed a net export effect approaching £1.2m. Events that
achieve this genuine inflow of funds arguably provide a better quality impact in the national
interest than those associated with the recirculation of money within the UK economy.
Notwithstanding this, the Local Organizing Committees of events such as the World Half
Marathon or World Indoor Athletics are unlikely to worry from where any additional
expenditure originates, as long as it is forthcoming. However, they may be interested in
evidence suggesting that visitors from overseas stay longer and spend more than the average
visttor.

The research has revealed high approval ratings from the public for continued support of
events through the National Lottery. Moreover, based on evidence from 10 of the 11 part
Lottery funded events, for every £1 of Lottery support, additional expenditure in host econ-
omies amounted to £7.23. However, Lottery support rarely covers the total costs associated
with hosting an event, and as such the return on investment figure does not allow for the
additional costs incurred by Local Organizing Committees. Consequently, the impact in host
economies for every £1 invested at an event will be less than £7.23.

Additional benefits have been monitored at more recent events, as organizers look beyond
the direct economic impact when evaluating their events following the balanced scorecard
approach as indicated in Figure 31.1.

The public profile of the European Short Course Swimming Championships was measured
by the analysis of the television coverage for the event. This monitoring of an event’s television
coverage has revealed some interesting and perhaps unexpected findings. The key finding is
that the event achieved television audiences that were greater than those for some sports
generally perceived as having larger audiences than swimming. Most notably, audiences for
the European Short Course Swimming Championships exceeded those for some rugby
union international matches as well as prestigious events in the rugby league and cricket
calendars.
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The European Short Course Swimming Championships achieved coverage in 18
programmes or programme segments lasting 1,087 minutes, which were broadcast in the UK
and mainland Europe (Shibli and Gratton, 1999). A total of nearly eight million viewers across
the UK and Europe watched coverage of the event. The highest audience share was achieved
in the UK (23 per cent) and the highest TVR (television rating) was achieved in Finland,
where 9 per cent of the country’s population watched recorded highlights of the event.

The economic impact of the spending of visitors at this event was relatively small (around
£300,000). However, the public profile achieved by the television coverage was worth
substantially more than this to the host city, Sheffield, the event itself (owned by the
international governing body LEN), and the event sponsor (Adidas).

The analysis of these events shows the wide variety of economic impacts generated by
different events and how, for some events, other benefits can be greater than the economic
impact. Some of the events generate relatively small economic impacts. Just because the event
is a World or European Championship does not guarantee that it will be important in
economic terms. The difficulty for cities trying to follow an event strategy for regeneration
purposes is that it is difficult to forecast the economic impact of any event prior to staging it.
However, cities such as Sheffield, Birmingham and Glasgow that now have a history of
hosting a wide range of events do acquire the experience of being able to judge those events
which generate the most significant benefits.

Case study

Commonwealth Games Manchester 2002

The Commonwealth Games held in Manchester in 2002 involved an investment of £200 million
in sporting venues in the city and a further £470 million investment in transport and other
infrastructure. This is by far the largest investment related to the hosting of a specific sport event
ever to be undertaken in Britain prior to the Olympic Games. It was also the first time in Britain
that planning for the hosting of a major sport event was integrated with the strategic framework
for the regeneration of the city, in particular East Manchester.

In 1999, three years before the Games were held, the Commonwealth Games Opportunities
and Legacy Partnership Board was established to manage the legacy of the Games. Legacy activities
were funded under the 2002 North West Economic and Social Single Regeneration Board Pro-
gramme, which operated from 1999 to 2004.This was the first time in Britain an ambitious legacy
programme was designed around a major sport event. The objective was to ensure that the benefits
of hosting the event would not disappear once the event was over but that rather there would be a
long-term permanent boost to the local economy of East Manchester.

Despite the long-term planning for the Games and the legacy there was one major omission: no
economic impact study was carried out during the Games in 2002 and so no primary data is avail-
able on the immediate economic benefit of the Games. Cambridge Policy Consultants produced
a pre-event estimate of the economic impact in April 2002 and then revised it in November 2003
{(Cambridge Policy Consultants, 2003) using secondary evidence available from the Games period.
They estimated that the Games generated 2,900 full-time equivalent (FTE) additional jobs in Man-
chester. However, without any visitor survey data available for the Games themselves there must be
serious doubts as to the validity of such an estimate.

A further study of the benefits of the Games was carried out for the North West De-

velopment Agency in 2004 by Faber Maunsell, in association with Vision Consulting and
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Roger Tym and Partners (Faber Maunsell, 2004). The study used secondary sources and
interviews with key stakeholders.

As part of the study they measured employment change in East Manchester between 1999
and 2002 as revealed by the Annual Business Inquiry (ABI) data. This showed a 1,450 in-
crease in jobs (including both part-time and full-time jobs) or a 4 per cent increase over
the 1999 level. However, this is annual data and therefore it is difficult to isolate how much of
this increase was due to the Games. The distribution of the increase in construction (23 per cent
increase), distribution, hotels and restaurants (14 per cent increase), and other services (24 per cent
increase) is consistent with the Games having been the main generator of the increase in jobs.
Also, out of the 210 new jobs in ‘other services’, 200 of them were in the ‘recreational, cultural, and
sporting’ category, suggesting again a significant Games effect. However, 1,450 new jobs, which
included part-time jobs, is considerably different from the 2,900 FTE jobs estimated by Cambridge
Policy Consultants, although this figure relates to the effect on the whole of Manchester and not
just East Manchester.

The net additional value of capital investment in the Games was estimated by Faber Maunsell
at £670 million, of which £201 million was for the sporting venues, and £125 million was for
transport infrastructure. Other major investment included an Asda-Walmart superstore occupying
180,000 square feet and employing 760 FTE staf.

Since no visitor survey was carried out during the Games, actual tourism indicators were dif-
ficult to obtain. Using annual tourism data from the UK Tourism Survey (UKTS) and the Inter-
national Passenger Survey (IPS), Faber Maunsell (2004) indicate a 7.4 per cent increase of overseas
residents visitors to Greater Manchester in 2002 compared to 2000. However, there was a 6.4 per
cent decrease in UK resident visitors to Greater Manchester over the same period and a 2.2 per cent
decrease in the number of nights overseas residents spent in Greater Manchester. Overall, though,
there was a 21 per cent increase in UK resident expenditure and a 29 per cent increase in overseas
residents expenditure in Greater Manchester in 2002 compared to 2000. Again, because these are an-
nual figures it is impossible to isolate the influence of the Garmes on these figures but it is reasonable
to conclude that they were the most significant factor.

The Faber Maunsell study does not give a detailed media analysis of the Games, indicating only
that the opening and closing ceremonies had an ‘estimated’ worldwide audience of one billion. The
Commonwealth Games is an unusual event in that it receives television coverage across most con-
tinents but is not a global event in the same way as the Olympics and the football World Cup are.
There are key markets where there will be no coverage at all. These include the USA, the whole of
the rest of Europe outside the United Kingdom, Japan and China. The event, therefore, is limited in
its potential effect on the image and profile of the host city.

Some indication of the public profile benefits of the Games is indicated by Manchester moving
up the European Cities Monitor from 19th in 2002 to 13th in 2003. The Monitor is a measure of
the best European cities in which to locate a business, compiled by Cushman and Wakefield Healey
and Baker. This is constructed from the views of Europe’s 500 leading businesses on the top business
locations in Europe and is used to indicate aspects affecting business location decisions. For Man-
chester it is an indicator of an improvement in the city’s image from a business perspective and an
indicator of greater potential for inward investment.

Despite the lack of hard evidence on the economic impact of the Commonwealth Games on Man-
chester in 2002, there is enough evidence to indicate that East Manchester has benefited considerably.
Manchester City FC now use the City of Manchester stadium as their home ground and other sport-

ing venues in East Manchester have become the English Institute of Sport and are used for the training
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of elite athletes. Since much of the funding for the new investment for the facilities came from the
National Lottery or central government, this is a clear economic boost for the area. We will have to wait

and see whether the legacy benefits are as great as were hoped for but the indications are promising.

Longer term benefits of hosting major sport events

Although it is too early to assess the urban regeneration legacy benefits of Manchester 2002,
it should be possible to assess the long-term benefits of events held ten or twenty years ago.
Unfortunately, there are few research studies that attempt to measure systematically such
long-term benefits. Spilling (1998) found he could identify no long-term economic benefits
for Lillehammer from hosting the Winter Olympics in 1994. He concluded that:

If the main argument for hosting a mega-event like the Winter Olympics is the
long-term economic impacts it will generate, the Lillehammer experience quite
clearly points to the conclusion that it is a waste of money.

(Spilling, 1998: 121)

Spilling seems to question whether there can be any long-term effect for an area the size of
Lillehammer, a city of 25,000 inhabitants situated 180 kilometres north of Oslo. The two
Winter Olympics prior to the Lillchammer Games, in Calgary in 1988 and in Albertville in
1992, had been in larger regions and there was more evidence of a continuing benefit several
years after the Games. In the case of Albertville, this was partly due to massive transport
infrastructure investment which made access to the region by car substantially easier, although
at a severe cost to the alpine environment. It is certainly the case that there is little evidence
to support the argument that the Winter Olympics leave a substantial long-term benefit.

There is some evidence, however, that the Summer Olympics do generate a legacy benefit.
One example that is often quoted to support the argument that there are long-term benefits
of hosting major sport events is the case of the Barcelona Olympics in 1992.

Sanahuja (2002) provided evidence on the longer term economic benefits of hosting the
Olympics in Barcelona in 1992, The paper analysed the benefits to Barcelona in 2002, ten
years after hosting the games. Table 31.2 shows almost a 100 per cent increase in hotel capacity,
number of tourists, and number of overnight stays in 2001 compared to the pre-Games

Table 31.2 Legacy benefits of the Barcelona Olympic Games

1990 2001
Hotel capacity (beds) 18,567 34,303
Number of tourists 1,732,902 3,378,636
Number overnights 3,795,522 7,969,496
Average room occupancy 71% 84%
Average stay 2.84 3.17
Tourists by origin
Spain 51.2% 31.3%
Europe 32% 39.5%
Others (USA, Japan, Latin America) 16.8% 29.2%

Sources: Turisme de Barcelona (Barcelona Tourist Board) and Sanahuja (2002)

452

The economic benefits to cities

position in 1990. Average room occupancy had also increased from 71 per cent to 84 per cent.
In addition the average length of stay had increased from 2.84 days to 3.17 days. In 1990, the
majority (51 per cent) of tourists to Barcelona were from the rest of Spain, with 32 per cent
from the rest of Europe, and the remainder (17 per cent) from outside Europe. By 2001, the
absolute number of Spanish tourists had actually risen by 150,000 but given the near doubling
in the number of tourists overall this higher total only accounted for 31 per cent of the total
number of tourists. The proportion of tourists from the rest of Europe went up from 32 per
cent to 40 per cent (representing an absolute increase of around 800,000) and from the rest of
the world from 17 per cent to 29 per cent (representing an absolute increase of around 600,000).

Overall infrastructure investment prior to the Games was $7.5 billion compared to a
budget of around $1.5 billion for the Olympic Committee to stage the games. The Olympics
in Barcelona were the most expensive ever staged. However, Barcelona’s use of the Games as
a city marketing factor is generally regarded as a huge success. This is evidenced by Barcelona’s
rise in ranking in the European Cities Monitor from 11th in 1990 to 6th in 2002.

Given the scarcity of evidence on the long-term urban regeneration benefits of hosting
sporting events, the Department of Culture Media and Sport/Strategy Unit (2002) in their
review of sport strategy in England were sceptical over the existence of such benefits:

Our conclusion is that the economic justifications for any future bids for mega-events
must be rigorously assessed. If regeneration is intended as an explicit pay-off from
hosting a mega event, then it must underpin the whole planning process to ensure
that maximum benefit for the investment is achieved.

(Department of Culture Media and Sport/Strategy Unit, 2002: 68)

It is interesting, therefore, that very soon after this review was published in December 2002,
the government decided to back the bid for London to stage the 2012 Olympics, which tends
to support Roche’s (1994) argument that in the end such decisions are political rather than
part of a rational planning process.

Conclusions

Sport has the potential to generate substantial economic and social returns to local and
regional government investment in the sport industry. The focus of research over the last
decade, however, has been the national economic importance of sport. Although some
evidence is available on the economic benefits of sport events, and sport tourism, many of the
economic benefits to the local community have been poorly researched. Most of the serious
gaps in knowledge over the broader economic benefits of sport can best be filled at the local
level. Such research would allow more rational investment appraisal in new investments in
sport infrastructure and sport programmes by local government.

It is clear from the discussion in this chapter, however, that in both North America and
Europe the strategic thinking relating economic regeneration and sport has been dominated
by the view that sport can only contribute to economic activity by attracting sport tourists,
either spectators or participants, to the city or region. Such strategies have also been relatively
easy to sell to taxpayers in the local economy since the economic argument has been rein-
forced by the additional generation of social and environmental benefits that such a sport-led
economic regeneration can bring to local residents and taxpayers.
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In North America, there is increasing questioning of the investment of public money into
professional team sports that generate huge profits to their owners and athletes. In Europe,
however, economic impact studies over the recent past have shown there is a small number of
major sport events (including the Olympics, the World Cup and the European Championship
in football) that generate an unequivocal economic benefit to host cities. There is another
group of events (such as Wimbledon, the FA Cup Final, Six Nations Rugby Internationals)
that also generate significant economic benefits but are not normally ‘on the market’
for competing cities to bid for (i.e. they always take place in the same venues each year).
There are a large number of other events (National, European and World Championships
across all sports) that have the potential to generate significant economic impact. The evidence
provided in this chapter has shown the wide diversity in economic impacts generated from
such events but also that a sport strategy based around events can deliver significant benefits
to cities.

Whether such benefits justify the expenditure involved is, however, a difficult question to
answer. When the money for sporting infrastructure investment is provided by local taxpayers,
as it was for the World Student Games in Sheffield, the question arises of whether other
projects might have provided better returns to the local community. When the money for
investment comes primarily from outside the local community, as it did for the Commonwealth
Games in Manchester, then it is an unequivocal benefit to the local community in economic
terms but may not be the best use of the funds from a national perspective. At this point in
time we simply do not have adequate evidence to make judgements of this type. The evidence
that we do have relates to the immediate economic impact during the event and immediately
afterwards. There is a need for research to concentrate on the longer term urban regeneration
benefits that sport has the potential to deliver.

Notes

1 In economic language, multiplier effects represent the additional economic activity that is gener-
ated from an investment beyond that directly connected to the investment. These effects will have
geographical and temporal boundaries. Multiplier effects are conceptually different from externali-
ties and spillovers more generally as examples of market failure because the former derive from the
re-employment of previously underemployed resources whereas the latter arise because activity
directly affects the benefits or costs experienced by others despite their not being party to the
economic activity concerned.

2 It should be noted too that, for many economists, focusing on economic impacts — as the net benefits
— from an investment is inappropriate. The welfare associated with such investments and their
evaluation with respect to the opportunity costs of alternatives in a cost—benefit analysis are consid-
ered more appropariate (see Downward et al., 2009; Kesenne, 2005).

3 As implied in the discussions above, economic impact refers to the total amount of additional
expenditure generated within a host city (or area), which could be directly attributable to the
staging of a particular event. Only visitors to the host economy as a direct result of an event being
staged are eligible for inclusion in the economic impact calculations (i.e. the expenditure by people
resident in the host area is not included, on the basis that they would spend money locally irrespec-
tive of whether an event is taking place).
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THE FUTURE OF SPORT
MANAGEMENT

Leigh Robinson, Packianathan Chelladurai, Guillaume Bodet
and Paul Downward

The previous four sections have set out issues of contemporary relevance in sport manage-
ment which are the focus of practitioners and researchers in this field. It is clear that sport
management is a diverse and vibrant research area and the organizations that deliver sport are
increasingly competitive and effective. However, there are a number of factors in the oper-
ating context that will continue to require innovation and the ongoing development of sport
management and these will need to be considered by researchers and practitioners alike,

The first of these is globalization, which means that sport markets are increasingly
international, subject to diverse and complex laws, policies and cultures and increasingly
competitive. Globalization also means that mega-events such as the Olympic Games and
World Cups attract worldwide audiences and, consequently, the activities of the organizations
that deliver these events are played out on an international stage. This means that the perform-
ance of these organizations will need to be acceptable to that international audience.
Associated with this are customers who are expecting more for their money (Chapter 5) and
are demanding increasingly personal and customized services, which are resource intensive
and need to be delivered within a tough economic climate. Finally, sport is perceived to make
a key contribution to society in terms of health, politics, social capital and urban regeneration
and legacy (Robinson and Palmer, 2011) which are often used to justify state expenditure on
sport and sport organizations.

So what does this mean for the future of sport management?

Identifying the future direction of a discipline is always a perilous exercise as we can never
be sure that a trend is sustainable. It is also difficult to determine if theoretical research can be
transferred to a practical situation and thus become part of the sport management environ-
ment. Consequently, it seems casier to identify issues in the context that may drive changes
of practice and research and these are set out below under the four key themes of this Handbook.

The future of the performance of sport organizations

The principles of accountability, transparency and ethical behavior will continue to be of
importance and indeed are likely to become of greater importance. The importance of good
governance and thus models of good governance will continue to be a focus for the perform-
ance of sport organizations, both theoretical and practical. The challenge will be to identify
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