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Governance and M anagement
In the Business of Sport

Roberto Cafferata

Abstract

Sport activities and the environment aroundnthare widely considered as
being important examples of the emerging servicen@xy, which cultivates
strong ties with both the financial and the indigtsectors.

Sports are social economic activities whereettgyments indicate the existence
of a dynamic process.

In the global competitive context, sport orgations no longer require
generalist managers who can turn their hands taygheng, but rather they need
managers with the ability to co-ordinate and cohtommplex administration,
delegate functions and motivate people. The rolmarketing is steadily growing
within a sport organisation’s business strategies.

Keywords. Governance of Sport Organisations; Management pbrtS
Organisations; Sport Business; Sport Associatidhgort Organisations; New
Sports and Old Sports; Superstar-Athletes; Sponsors

1. Changesin Sport Activities

Many social activities involving men and women weoace considered
uneconomic and not comparable to manufacturingsandce industries in an open
market. Such activities are beginning to come thtsr own and are developing as
producers of income, employment and economic dewesmt.

Educational and cultural activities and typicalslee activities such as sports,
theatre, cinema and tourism are all growing intesudsystem of increasingly
interrelated operations in which resources are stete work opportunities are
created and economic power is both created andapeted. Sport activities and
the environment around them are widely considesetieang important examples
of the emerging service economy, which cultivate®ng ties with both the
financial and the industrial sectors. Economicréitaere is focusing ever-greater
attention on development trends in sport activiteesd organisations. We
acknowledge the contribution made in the paperse@dy Zimbalist (2001) and
the work carried out by Slack (1997), Chelladu20ql), Mahony and Howard
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(2001), Pitts (2001), Sandy, Sloane and Rosent(20®4) in demonstrating how
significant the interest is by economists and d@&nin sport economics and
management. They have also made an important batitm to the promotion of
economic culture within the rather underdevelogaattsorganisation world.

Sports are typical leisure activities deeply rootedthe social system and
intrinsically linked to the everyday life of bothdividuals and groups. Still, sport
has also become a market. For the second parteofwténtieth century at least,
sport activities experienced pressures from a l&oag economic environment. A
new hybrid industry emerged (sport business), whiels populated by sporting
event organisers, sport sponsors of all kinds gt quipment manufacturers
offering goods, equipment and plant to sport orggtions, individual athletes and
a large consumer mass market.

The sport market has become not only larger, bsb aignificantly more
differentiated. In answering the questions: ‘Whodurces sports? Who demands
sports? i.e. Who is the real consumer of sporthat market?’, we realise how
complex the market we are concerned with is.

We can distinguish between the producers of regpart activities (occasional
matches, daily training), that is to say amatears] the producers of rationally
organised events (tournaments, championships),ighat say professionals. Both
the former and the latter may give birth to or tplket in sport organisations, which
may be part of various federations and/or leagBeth of these supply sport to the
social system and the economy (Table 1).

Table 1. Supply and Demand in the Sport Market

Social System

a \
/ \
Individuals, Other Sponsors
Mass families, |4--- (third parties) | Business
Market | supporters Sport Market

associations

Amateurs and— Sport
professionals equipment
Companies
T ]
\ /

Market

From a demand perspective, we can distinguish legtwlee mass market and the
business market.

The mass markeincludes active and passive supporters of spedcetions or
sport companies - individuals and families in skastleisure interests to occupy
their free time, the previously stated amateurs prafessionals who demand
goods and services for their occasional matchdsramore organised events. All
of these people can be seertassumersf sport activities.

The business marketonsists of manufacturers of goods for both psiesls and
amateurs (they are defined as ‘sport equipment anieg), advertising agencies,
newspaper and publishing companies, multimedia enep and other information
service providers, facility suppliers and a largenber of companies operating in a
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variety of commercial and industrial sectors (wallshame them ‘third parties’) that
provide the support and sponsorship necessaryptot activities. These third-party
companies avail themselves of sport’ professioméiviies and most importantly
competitions to reach the general public in ordeintrease their brand and product
market penetration. All these industrial and finahorganisations demand sports:
without sport they would either not exist or wohlalve a lesser market share (Wilber,
1988; MacDonald, 1991; Marshall & Codl§92).

The organisations that perform and manage spaxiiteet can be considered as
intermediariesbetween the mass market and the business magleeT &ble 1).

This complex developmental process has resultexdgpecific need to ensure a
managerial approacho the way in which sport activities are planned aupplied,
and how sport organisations behave specificaller&hs a widely held belief that
sport activities need to be run as a business.anteteur sport teams of yesterday
have grown into the associations and companieoadyt competing with one
another as much in the field of sport as in atingctinancial resources. They are
characterised not only by routine operations, s &y creative strategies that
include interacting shrewdly with suppliers, impiray relationships with the
media and the general public and providing quadiyvices to satisfy specific
customers.

Large sport organisations not only sell ticketgetation to specific games and
matches, they also dmerchandisingthat is to say they sell sport paraphernalia
and customised goods to their fans and other cus®(Evans, James & Thomes,
1996; Mahony & Howard, 2001). Revenues from marstrations of this type
grew particularly strongly in the nineties, but bBarather stagnated since the start
of the new century. In the year 2000, revenues freponsorships and
merchandising accounted for 25% of total annuakemees for a large sport
organisation such as Manchester United and alma%i for a famous baseball
team such as the Yankees (Business Week, 12 Octb®@8, p. 12; The
Economist, 10 February 2001, p. 37).

In conclusion, the most significant change occgrmowadays is the emergence
of a newrelational field in the economic system, where seemingly different
organisations interact, co-operate and share a comnterest so as to make a
profit. At a time and in a world where many markats in decline and perish, and
where many economic initiatives can be seen toshamew capital is being
invested both in and around sports, new work osgdinns are being created and
added wealth generated (Vogel, 1994; Go & Pine,519%mbardi, 2003;
Weesterbek & Smith, 2003). Sports are social ecamoactivities where
developments indicate the existence of a dynamiocgss well known in
organisation theory: whenever organisations areatede and grow, greater
‘promotional opportunities’ appear; whenever thesganisations decline, the
‘opportunity structure’ is diminished (Hall, 1987).

In the following section we describe the most digant features of emerging
trends in the sport market - particularly in thesiness market - and the most
important organisational innovations in the nevatiehal field.
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2. Co-ordination and/or Integration of Different Sports Production Functions

Some preliminary definitions are needed in ordegdim a thorough understanding
of existing inter-organisational relations, in parar between sport producers,
distributors and sponsors (Pepe & De FrancescBB)1®s stated above, individual
athletes, players, sport associations and compamesconsidered to bdirect
producers of sport services at both the entertainment anchpetitive levels.
Governing sport bodies such as federations, leagndsOlympic committees are
considered to bendirect producers providing services for the planning and
organisation of championships and major eventssantktimes for the coordination
of external sport activity relationships with pedliar regard to the financial and
entertainment implications of these activities.

This type of sport producermust not be confused with the types sgort
equipment producerswhich represent a category of suppliers of goads
equipment for sport organisations, professionald andividual players. These
producers may offer their goods and services tmaistinct consumer market, and
sometimes they act as sponsors, too.

Sport producers need real and virtual channels bighwto communicate and
distribute their specific output to the pub&portdistributorsare not only for profit
intermediaries - such as the mass media and coegpamnaging sport facilities -
but also non-profit organisations such as educaltiand cultural institutions. They
make it part of their mission to promote sporthat $ocial level amongst the young
and the very young. Indeed, universities and semgndchools in Anglo-Saxon
countries are not merely responsible for developspgrt habits, but are also
sometimes direct producers of sports, thereby naoguwhampions.

Sportswear and sport equipment manufacturers aditibnal player and sport
organisatiorsponsorsAs we know, all other types of manufacturers praviders
of goods and services may also become sponsorgpaf srganisations and
individual athletes.

Over the past 20 years, sport production, disiobhuand sponsorship have co-
ordinated operations in a variety of ways. Co-ation may take place in three ways.

Informal co-ordination, e.g.i) a small television network or a well-known print
media operator (e.g. the daily Tuttosport in Itasyjypically particularly close to a
leading soccer club (e.g. Juventus) and showstbitigat team in its media output;
i) an industrial entrepreneur is a fan of a patac sport and occasionally gives
financial support to a team or a club, so that buth company and the sport
organisation appear to be engaged in a kind of y@nture.

- Co-ordination through contracts, eiga company producing consumer
durables not only may become a formal sponsor spating enterprise
having national and international fans, but mayo alsvest money as a
minority shareholder in that enterprise. If the saoompany owns a TV
channel, it may also provide for media coveragéhefclub’s matches and
obtain greater market penetration for its own pat#ér brands.

- Co-ordination through capital control, e:gn such cases, the company taking
control of a sport organisation may be either atimeldia company or a
company doing business in the entertainment wate. controlling company
exploits the sport organisation’s sporting actat(e.g. a top soccer club) and
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creates a new channel dedicated to the sport amd teat it is nurturing.
Hence, it tries to integrate sport events into @@ex entertainment package,
thereby hopefully widening its public audience.

o In Italy, a high profile case is Mediaset, an im@tion and
communications technology company with major irgsren the top
soccer club Milan AC. Mediaset provides a good edanof the
successful integration of different organisationstoi a group of
companies operating in the entertainment markee Bbanetton Group
provides a second worthy example of how it is pbsdio integrate
different economic functions and organisations iatcomplex system
(Cafferata & Mercuri, 1998). This case refers toodpproduction
through the Benetton Basketball and Sisley Vollkyteams, sport
event distribution through the facilities of ‘Cittello Sport’ in Treviso,
and the sponsoring of sport organisations, playamnd events through
the Benetton textile company itself.

This kind of co-ordination between production, dgition and sponsorship
leads to the formation of complex business orgéiniss: interacting with a broadly
based public and with national and sometimes glabasumers. It is from this
type of formal organisation that co-ordination hesgolved into avertically
integrated or quasi-integrategroduction function (Blair, 1972; Richardson, 1972
Hay & Morris, 1974). Sometimes a company with bosdidat are very close to
sport business and that operates either upstreatiovanstream, enters the sport
business or takes control of a sport organisatiiternatively, a third party
company enters the sport business from a sectdr reloved from the new
business, thus diversifying its activities. Theastgy may imply either a radical or
marginal shift in investment profile. The first eas related diversification the
second isunrelated diversificatiofRumelt, 1974).

Whatever the strategic choice, the successful fieallt is control of a sport
organisation and/or a sport business by a largerpeoy that, though based in
different industries, is interested in growth withis global market operations.
Large organisations seem to be in a better poditian individual entrepreneurs to
promote change or respond to innovation issueWilhamson’s terms (1986, p.
94), a vertical or diversified company investingspports may be the best option for
facing and resolving the issue of ‘information imfeness’.

3. Entry of Multimedia Companiesinto Sport Business

Indeed, the macro trend under discussion has twe different aspects (Baux,
1991; Meenagham, 1991).

3.1 Differentiation
This implies the consideration of some importaranges in the specific products

and services of multimedia companies. While theirecbusiness is dedicated to
providing information, films, soap operas and otkatertainment services, these
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large companies are focusing increased attentiobrasdcasting sport events such
as matches, races and championships, that entstifdouting normal output from
sport organisations (not necessarily from contdotleganisations). By making sport
events a focal point in their programming, theycead in maximising their global
audience share and revenues. This trend towarditfezentiation of multimedia
company output is growing in the new century.

Sports became the principal driver of pay-TV in @& and in particular in the
United Kingdom in the nineties. Nowadays, some imgtlia companies specialise
in broadcasting sport championships and singletgyants.

o Rupert Murdoch’s BskyB has become the leadingrbofysoccer
broadcasting rights in Europe having taken over ptately from state-
run channels. Through its DTH platform, Sky hasnbakle to dictate
programming terms of trade to cable operators inrdpe (The
Economist, 20 June 1998, p. 81).

The advent of pay-TV has created new opportunitesonly for the companies
that control channels, but also for sport orgarosat- especially soccer clubs - at
the centre of the televised event. These orgaorsatwill certainly survive and
grow, not only through the ticket office and théesaf players, but also and most
of all by selling the broadcasting rights for mashwith which they are involved
both at home and abroad (Lannevere & Tempesti®i7 18lorrow, 1999).

As far as soccer is concerned, the selling pricehfe rights to broadcast an event
grew immensely during the nineties and brought abapid change in revenues
for the top clubs.

o In the United Kingdom, it was estimated that theerity major
Premier League soccer clubs received approxima@d® million
pounds from Sky TV between 1997 and 2001. It waflisacoverage
of the Premier League that lead Manchester Unitecktich the highest
level of fan support both in Europe and outsidedper (The Economist,
10 February 2001, pp. 37-38). Murdoch’s Sky TV aismt into the
broadcasting market for American football gamesotiygh Fox by
signing a $1.6 billion contract with the Nationabétball Conference, a
contract formerly held by CBS (The Economist, 2J1908, p. 16).

Soccer in Europe, baseball and basketball in Néntierica are the biggest money
machine for pay-TV operators. Alternatively, misport can represent a niche market
for entertainment-based companies trying to caphew demand segments and
customize their services in order to complete thibaring to the public.

3.2 Diversification

A second feature of the new market opportunitieaterd by sport is represented by
the strategic change by major multimedia compainga service differentiation to
production diversification (Cherubini & Canigiard000). While maintaining their
core information and communications business, the lasgesd companies have
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diversified into sport businesses and carried fouvtheir financial interests to the
point of gaining control of leading sport clubs.

o In ltaly, the case of Mediaset is very familias gtated previously,
Mediaset has prominent interests in the top soct@n Milan AC. In
the United States, the obvious case to mentionnie Warner. While
maintaining its core entertainment and media bussnehis group has
diversified and entered the sport business by amguicontrol of
baseball and basketball clubs such as The BravdsTae Hawks. Then
there is Walt Disney, which controls the Angel§adifornian baseball
club. Disney also has a 25 per cent share in a épatub, the Mighty
Ducks. However, the multimedia giant seems to sapgiointed by the
meagre return on its investment and is looking #buyer for its
interest in these baseball and hockey companies ddse confirms
that diversification is a costly and very riskyagggy for every company
(Blair, 1972; Grant, 1994; Hamel & Prahalad, 1994gven for
entertainment and multimedia companies.

Disney’s diversification into the sport business laso focused on
advertising and/or promoting tournaments in emeggsport such as
golf. Moreover, Disney completed the constructibra 200 million
sport venue at the company’s Orlando amusement parklorida,
where recreational sport such as track races aneeav attraction for
young people. Altering the organisation of sportrégg to match other
leisure and tourism activities could be the riglitategic choice for
Disney, which is engaged in an amusement park bssirestructuring.

Well-known but very different cases of diversificat relate to the entry of
various textile and footwear companies into thertspasiness. In Rumelt’s terms
(1974) this is a kind of diversification that isry€erelated’ to the core clothing
production. This kind of entry into the mass matrikea strategy implemented by
such large industrial companies as Lacoste and, Rilsich are both sport
equipment companies and sponsors of players, teathsevents. For Benetton,
which has been in the mass sport market for mamysyeentry into the sport
business market has only been a matter of differ@ort from its original products.
Benetton has diversified either by sponsoring spaganisations (i.e. basketball or
volleyball teams) and ‘unique’ sport events suchmator racing (Formula 1), or
by entering new economic sectors such as motorWi@lysugh Autostrade per
I'ltalia SpA), toll-road food services and cateri(trough Autogrill SpA). These
are cases of a more radical strategy shift: in Rtsneerms these are cases of
‘unrelated’ diversification.

4. Structural Transformation of Sport Venuesand Stadiums

Another important aspect of the increasing integnabetween sport production
and distribution channels is the conversion of spaxcilities (football stadiums,
sport arenas, tennis grounds, etc.) into kindsntéreainment and tourism resorts.
People either compete or play there and spectatiirenly watch sports but can
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also buy refreshments, find accommodation or ewverslgppping — places where
people can socialise. It can therefore be saidttiede new multifunctional sport
facilities tend to provide entertainment on a verge scale that is designed to
satisfy very different customer expectations (Std®90; Vogel, 1994).

The trend is somewhat similar to that observecelation to amusement parks:
the interest shown by Walt Disney in sports in otdesupport its commercial and
tourism activities was indeed anything but accidkent

Everywhere in the world, major soccer, basketballl aolleyball clubs are
involved in the radical conversion of the sportigrds they either own or hire into
complex sport facilities with the aim of improvirige organisation not only of
what they offer, but also of the distribution oétbutputs of their activities.

In Europe, Chelsea Village - owner of the soccameof the same name -
constructed a hotel, apartments and office bloakshe site where the soccer
stadium is located, i.e. in the western suburbisooidon. Rather strangely, in Italy
- one of the homes of soccer - Reggiana is the tedyn to own a stadium
(Cherubini & Canigiani, 1998). Similar sport fatylirestructuring and conversion
projects are to be observed even in the sportliastes at the busiest ski resorts
(Business Week, 25 March, p. 60 A-E).

o In the U.S., more than one city has seen refem@sdapproving the
construction of new multifunctional stadiums. Tiés occurred in San
Diego, Denver and Pittsburgh (The Economist, 31 NI897, pp. 63-
65; The Economist, 13 March 1999, p. 63).

Tourism and real estate developments of this lendireco-operation by a range of
private and publicorganisations This implies the allying of sport organisationghw
councils and mayors, mostly when new projects aré gf downtown rejuvenation
investment (Crompton, 1995; Siegfried & Zimbal&d00). Should this phenomenon
become more widespread, it would transform the étsdof leading sport associations
and companies, which would become wealthy throughn€ial and real estate
investments quite extrinsic to traditional spodeds, that is, to the value of players and
traditional sport plant and equipment.

The interests of divergent companies may convergeviest in a particular sport
facility. Allied with sport organisations, can beouhd multimedia and
entertainment companies, advertising companiesptret ‘third-party’ companies
- operating in diverse economic environments - Wigee in the sport business a
way of vertically integrating and/or diversifyingdir normal product offerings. An
interesting example of this kind is representedth® convergence between two
different companies, Philips (electronics) and ABAmro Bank (financial
services), allied with Coca-Cola (food and bevejage a joint venture that
invested over $45 million in the Amsterdam multiftional stadium, Arena. This
investment resulted not only in the constructioranfinnovative sport venue, but
also in the radical transformation of the Dutch rspground into a place of
entertainment for the public at large.

New developments in real estate and building imaest in Hanover, Germany,
are a smaller-scaled example of the same, but stikymerit our consideration.
Exhibition spaces and facilities were created 8o dlost important sport events.
During the year 2000 Exhibition, the exhibition epaand facilities hosted the
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International Masters of Tennis. A typical day hetlife of a tennis spectator
entailed the use of commercial services and a tosthe stands and trade fairs.
One entrance ticket provided access to matchekingalots, fithess centres and
other entertainment sites for the entire duratibthe event.

The management of structures of this kind is coraplde companies involved in
such businesses must be extremely careful not éesiae the leisure and tourism
facilities, or their investment is inevitably burdel by maintenance costs.

Moreover, the use of stadiums and other sport mgetienues may be
discontinuous. Indeed, sport events do not havénfamte life cycle. Investors
have to strengthen their marketing strategies tmusate demand. From the
investor's and facilities owner’s point of view, ig essential to attract different
players and spectators. Event planning must consioteonly one single year, but
also the long term, with diverse output and diffeéddnds of public.

5. Sport Organisations: from Associationsto Joint Stock Companies

Professional and organised sport, which is involirethe economic processes
stated above, need the support of new legal formdsnaanagement methods. At
present, sport production within organised strieguis characterised by three
fundamental changes.

Change no. 1Groups of people linked by a common passion faaatgliscipline,

a host of sport associations or even very smalbsclmay decide to transform
themselves into either limited companies, co-oparator joint-stock companies.

Some important soccer clubs are even listed on stioeek exchange. From

Manchester United in the UK to Lazio in Italy, thihenomenon spread in the
nineties. A stock exchange listing is not only aanmg to obtaining financial

resources and enable the transfer of property sjightit also a feature of the
company’s marketing mix. A listed sport companyiiectly helps its athletes and
managers to boost their visibility. In Europe agg@nt, the stock exchange listing of
sport companies is, however, a declining phenomedoe to the economic

disequilibrium of these listed companies. This nsaitampossible to both reward

the shareholders and improve or even preserve stawe. Malcom Glazer, an

American financier, took control of Manchester dditin 2005 and reached the
point that heralded de-listing of the company friby& London stock exchange.

Change no. 2.The transformation of once amateur clubs into jetotk
companies has important implications as far as dbmepetition among sport
organisations is concerned. As a principle, riy@rs companies not only need to
compete on the sport ground through their teamisalso have to ensure that the
market value of their shares - whether listed dr-nmprove or at least not suffer in
order to prevent undesired reactions from the puisliparticular the fans.

Change no. 3.This paper's hypothesis is that boards and masagtach
importance to administrative operations — for theart, current and potential
shareholders give much greater importance to at¢ability and reliability in book
keeping than before. The company’s managementrisalty required to achieve
not only sporting success, but also economic anantial equilibrium for their
organisation. A company’s good final accounts may anly have economic
consequences, but may also influence the perforenahthe team playing for that
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company. In other words, the economic equilibriuirae organisation can make
for better sport. All this requires, or will regeifurther rationalisation in the way
sport organisations are conducted. And it is tekgected that the governance of
top clubs will no longer be entrusted to sport fanthe scions of elite families, but
rather to qualified staff, educated in the besbsthor universities.

6. Competition between New Sportsand Old Sports

New sports come into the world. They compete with sports, while the latter
continue to compete on all fronts among themsetvése way we shall see below.

Golf is often considered new, because it succaedsinacting players even at the
expense of old sports such as tennis. Significgunsors mean that new
disciplines are emerging which were, at least fyiars ago, regarded as negligible
or totally neglected. This applies, for example wrestling, the sublimation of
sport to pure spectacle deriving from media coweragd sponsor support. In
Mexico, wrestling (lucha libre) has grown into ookthe most popular sports,
drawing over 7 million people a year to live matlamd many more to TV (The
Economist, 11 June 2005, p. 50).

There has always been competition amongst the uasports and amongst the
authorities representing sports, all seeking to imee the number of members
and acquire fresh resources from private and pubbktitutions. Competition
amongst sports - that is, athletes, clubs, theigues and/or federations - to gain
access to sophisticated and traditional materditribution channels (primarily
the media) and sponsors increased considerablyheatturn of the century.
Competition amongst the various sport disciplinas eveloped in various ways
and to different ends, mainly:

a) to attract finance directed at athletes and foividdal events (matches,

exhibitions, tournaments);

b) to improve the image of an individual sport andngtie largest television
network audience share. In the USA, the rivalrydeein baseball, basketball
and football is almost legendary. In Europe, comipetbetween soccer and
basketball for supremacy on television networkg@ving. Competition has
increased sharply within each discipline betweemew's sports and men’s
sports. For example, women’s basketball and womermbleyball are
attempting to get on top of a market biased taitlea’s game;

c) to find the way out of a crisis. This is the cageténnis and water polo: both
sports have to overcome a dramatic loss of imageraganied by lower
interest on the part of sponsors, even those ¢eatild shoe manufacturers
whose end market has always been amateurs anérieead public.

As far as sponsorship competition amongst sportenserned, it must be pointed
out that not all sponsors and not all event distats such as TV and the press derive
positive returns from their investment in spori\giies. In the nineties, for example,
NBC sustained very high losses in broadcastingigematches - even such high-
profile important tournaments as Wimbledon’s Gr&famn event. Nor did CBS obtain
a significant audience by broadcasting the US QOpelfi Championship (although
current golf fortunes are changing). However, therstill interest in broadcasting
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and/or sponsoring unprofitable sport fixtures, Ipabecause contracts between the
sport producer and the multimedia distributor haverecise duration and cannot be
terminated abruptly - partly because public tasés thange and the loss of today
might be the gain of tomorrow.

Finally, we mention the particular market positimincompanies producing basic
sportswear and sport equipment (sport equipmentpaaras). It is only through
trialling prototypes that the winning combinatiooismaterials can be found, and
this operation requires active player participati@ooperation amongst different
entities is particularly important in athleticsntés and even swimming or skiing
(Business Week, 8 April 1996, p. 60). Not all cants with individuals or specific
teams aiming at testing or promoting innovative aniats lead to positive results.
Some athletes selected for investment will not ioolt to be winners over time;
hence sport equipment producers tend to changesih&iting partners.

7. Super star-Athletes, Sponsorsand Sport Equipment Producers

Not only competition amongst sports, but also cditipa amongst companies is
intensifying, mostly as far as the sponsoring obesstars and sport events is
concerned. For their part, individual athletes nggndudgets as big individual
company budgets by winning sponsorships of evargl.Krhe winners — that is, the
superstars - behave like small entrepreneurs irattmactive market (Business
Week, 28 April 1997, p. 28; Business Week, 16 Faty998, p. 41; Business
Week, 25 February 1999, pp. 42-43).

Competition amongst companies to sponsor teamgteghand sport fixtures is
increasing in an attempt to secure not only thenptmn, but also the development
of particular products. The market is wide open tlee industrial and financial
support of sport activities. However, the ever@aging investments demanded by
top clubs, athletes and sport events are erectangels to entry both by sport
equipment companies and ‘third parties’ into thenser market (Baux, 1991,
Marshall & Cook, 1992; Pepe & De Franceschi, 1998).

Companies that traditionally invest in sponsoripgrts are textile, clothing and
footwear manufacturers. Sports have been the fasuan opportunity not only for
experimenting with new apparel and materials, &t o maintain market share.
Consumer behaviour is volatile; design and techgylare in a continual state of
change. Finely engineered products for sport diete/command premium prices and
deliver higher margins than generic T-shirts areh&ers.

New specialist sport equipment manufacturers wewaded or have emerged in
order to satisfy sport producer needs, that idettand sport organisation needs.
Sport equipment manufacturers sometimes act apemdient suppliers in the mass
market. They sometimes work as business unitgnoap of companies. However,
one can identify organisational forms of co-op@mtbetween small companies
and larger concerns, especially whenever innovatehnological or marketing
activities - i.e. research on talented players,t@draphy, advertising, electronic
commerce - cannot be carried out by a lone comgasyem to the degree of
excellence demanded by customers. This is thefoaslynamic complementarity
amongst companies as suggested by Roy Rothweltj198
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Large integrated or diversified companies are msgjvely dominating the
industry, as other sport equipment supply sourcesrmadequate and cannot offer
‘a realistic alternative’ (Sutton, 1980, p. 24).08pequipment companies tend to
form an international oligopoly which can be enteanly by investing a large
amount of financial resources. Nike, Adidas and lR&e are the leading
companies. In 2000, after having paid $200 milliorsponsor the Brazilian soccer
team, Nike won main sponsorship of the Olympic Garag well. But the most
valuable Nike asset is the stable of superstaetahlwho promote its brand all
over the world, i.e. Tiger Woods, Michael Jordamdfe Agassi, Roger Federer
(The Economist, 4 July 1998, p. 69).

o Adidas is competing to regain its position at thpex of the
oligopoly after setbacks in the nineties. It sudegkin outmanoeuvring
Nike in the rush to diversify from shoes to appdBalsiness Week, 21
October 1996, p. 20). By buying the French spodigaent maker
Salomon, Adidas strengthened its position to coepéath Nike in
North America and Asia, where Nike lost market sh@usiness Week,
29 September 1997, p. 20). In July 2005, Adidasoanced the
imminent acquisition of Reebok. In order to protéself from the
emergence of new producers and shift the compefitontiers, Nike is
attempting a radical organisational change fromhoe manufacturing
company to a global sports and fithess compangyrioff a diversified
range of products (Business Week, 17 June 1996,1pp2).

8. Who Governs Sport?

One of the most significant change trends in theldvof sports is observable
within the governingbodies of the various competitive disciplines. Tational
Olympic Committee is the top governing sport autiian almost every country.
National federations and sometimes even sport &saguersee competitive activities
within each individual discipline. Clubs, sport @sistions and companies organise
both individuals and groups of athletes who dedi¢heir lives to sport. However,
the way sport activities, matches and championshigs governed and run is
changing rapidly.

First of all, there is an increasing trend towasdf-management, especially in
the case of superstars and high-performing playbsare deeply involved in their
disciplines. Still, enormous financial resourcesthibppersonal and from sponsoring
companies, are needed to foster self-managemewrteSaful athletes have a
market strategy - they manage revenues and castguad themselves with
technical and administrative staff and cultivateeiinational relationships. Some of
them have become a power-brand.

Not only successful athletes, but also less fotaurtut hard-working athletes,
eventually turn into entrepreneurs when they rétom sports.

Top teams and sometimes sport stars self-manageselftdrganise matches,
tournaments and exhibitions. There are three iatemal tennis circuits (ATP,
WTA and ITF), as well as four Grand Slam EventliEaternational organisation
represents different economic interests and opeiatabsolute freedom. Indeed,
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tennis was no more thanfalower, that is to say, a mere imitator: superstars and
their agents in boxing and basketball were fingt moversin developing the
concept of self-government with regard to interoradl sport activities (Business
Week, 6 July 1998, p. 34).

As the number of opportunities grows within the répenvironment, athletes
competing internationally have come together anthéa associations to operate
in the open market, outside the umbrella of trad#i sport governing bodies such
as national and international leagues and/or fédasa

Second, the international sport organisation gtinectis becoming less
hierarchical. In this evolutionary phase to thevatisation of economic initiatives
and companies, it is no longer clear who countstmitkin a certain discipline:
the national sport authorities, the major clubsewen the sponsors commanding
huge sport marketing budgets. In 1998, a contraaledan to create a Super
League in European Soccer was launched by Medidmetgwner of Milan AC, a
top Italian soccer club. According to that plare #port authority which currently
runs pan-European soccer (UEFA) would have beendaiveed by major European
clubs, who would have joined together to form a &upeague, running a Super
Tournament which would have isolated the Champlaregue. That plan was not
carried out. Still, European soccer is the bestlickate to follow the path of U.S.
sport professionalism in baseball and football.

A similar trend can be observed in basketball.uneJ2005, the news spread that
EA Sports, an American business leader in videoegapnoduction, might sponsor
an intercontinental championship which would beeresd to the best National
Basketball Association’s teams and to the top Eemodeague teams.

Third, there is a push for the creation of new $ypéfederations and/or leagues.
In this case, sometimes sport organisations ta&enttiative; sometimes the best
performing athletes promote change. For example20@5 a new league was
created in Italy with the aim of protecting and dewing the interests of the top
soccer clubs (that is, the teams playing in ‘SAf)e

New sport leagues have been created by women plapén in Europe and in the
U.S. Sports played by women are becoming increbsattyactive for companies
investing in the sport business market (BusinesgR)V&8 January 1999, p. 62).
Women superstars are capturing the attention ofrtedia. This is the case with
Serena and Venus Williams in tennis. Some womenman Slam tennis finals
have out-placed men’s finals on TV and sometimesrdtihgs for women’s sport
fixtures are higher than for men’s events.

To sum up: there is a trend towansycentrismin sport governance, at least in
those disciplines having the largest number of gafayand spectators (American
football, basketball, volleyball, tennis, track afield athletics). There is also a
proliferation of authorities at sector level, thgtwithin a specific sport discipline.
For example, in the U.S., volleyball is fragmenit®d several small leagues.

Even the International Olympic Committee has be&sadily changing its
attitudes and public relations (Sandler & ShanBZEmmons, 1996; Chappelet,
2000). Since 1896, this body has governed sportidigting the guidelines for the
development of the various disciplines and by oigiag the Olympic Games. Its
financial needs have obviously grown. Over the plasty years, IOC expenses
have risen to such an extent that the 10C reqdiinescial assistance from global
sponsors. The cost of information and communicasqgparticularly significant. It
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has been estimated that some 410 television cameses used by the various
networks covering the 1996 Games in Atlanta, wrecedy three were required in
Berlin in 1936 (supplemented by an important filocdmentary produced by Leni
Riefenstahl).

The 10C signed contracts with NBC, Eurovision ane Australian networks to
ensure coverage of the games until 2008, thus rgaicbnsiderable financial
benefits. The I0C received about $3.5 billion jisem one contract with NBC for
the rights to broadcast the 2000 summer games ame§yand the 2002 winter
games in Salt Lake City.

9. Governance and Management of Sport Organisations

Everything seems to be changing within the spovirenment; opportunities are
growing for investors. Still, sport producers (tigtsport organisations) are facing
difficulties in changing their administrative bel@w. Small and medium-sized
clubs, associations, organisations are the ngoalucersof sports and have been
traditionally responsible for the nurturing of péag and successful athletes.
Nevertheless, while taking care of their natural gachnical sport problems, they
have neglected governance, management and admimstissues as if these
pertained to another world, generally a very spseid world of consultants
(Slack, 1997; Acosta Hernandez, 2002).

From this point of view, large sport organisatioage not much different from
small onesAt the beginning of the new century, a number gf tdubs missed
profit targets due to rising labour costs, thahes cost of having their champions.
Indeed, this is the outcome not only of uncontoblfiperstar costs, but also of
systematic resource mismanagement. This negaterel thowadays demands a
turnaround (Elias & Dunning, 1994; Defranche, 19P1quet, 1998). What this
means, in effect, is that sport organisations h#wvée managed according to
rational principles and return to the basic spdinice Budget and balance sheets
have to be prepared carefully and presented tagkeciates or partners following
discussion by the board of directors. Administratand sport activities have to be
structured and co-ordinated in the same way asngettive system (Johnson,
Kast & Rosenzweig, 1967; Chelladurai, 2001).

Within individual sport disciplines, top clubs haafenost all become either limited
companies, or joint-stock companies. They havectoese economic and financial
equilibrium and try to make a profit from their oak operations to satisfy the needs
of their owners. Small and medium-sized clubs adeu similar pressures to be run
professionally, although there are objective limits growth and organisation
structures are simple. The people in charge ofetlegganisations are learning or
must learn to think like small entrepreneurs or aggms.

They have to cope with new competitive pressuras llave grown within the
international environment. Even small village clye being faced with an open
environment and sometimes compete with organisatfoom foreign countries.
No less than in the top sport companies, an effiai@ganisational structure and
innovative technologies are needed in small andiumegized clubs to make
plans, compete with national and international pigmtions and communicate
internally and externally (Cafferata & Mensi, 1996y¥en when a sport association
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or organisation competes only locally or regionailyis obliged to think in terms
of medium-term strategies and design an organisatitructure appropriate to the
particular strategy chosen.

In this context, plans must not be too complicafBaey should be adequately
clear in terms of objectives, timescales and comtrethods. Sport organisations
must make plans - on an annual basis at leastdetdify priority objectives and
build an organisational structure that is not omigtivated by sportsut also run
professionallyin terms of internal and external management. édjrebjectives
must be checked against results. Aside from asmigtargets to both players and
associates, planning and control are manageriaftaes that help the organisation
to improve overall performance and minimise coBtavfs, 1994; Shilbury, 1994;
Fullerton & Dodge, 1995; Chelladurai, 2001).

Another planning and control task is to identifytgattial revenue sources to
cover running costs. Ticket sales are not enoughstated above, revenues from
local and national TV and radio broadcasting rigidse become an opportunity
and an objective to be maximized. Merchandisinghgortant, too.

Given the new competitive context, sport organisei no longer require
generalist managers who can turn their hands toyweg, but rather they need
managers with the ability to co-ordinate and cdntomplex administration,
delegate functions and motivate people. Sociakbpoesible managers should not
underestimate the number of players and fans whodin sports because they are
demoralized by the inefficiencies and confusiorgm@ig in the organisation to
which they have long been attached. In carryingtbeir job, managers must not
overburden the system with rules and bureaucraticeglures, otherwise the cost
of co-ordination and control may become prohibitarel limit the efforts aimed at
achieving both the participation of members andildggiwm within the whole
organisation.

Once a rational administrative framework has beesigded together with an
organisational structure appropriate to the cortipetenvironment, a sport company
must pay careful attention to everyday operatitmes,mass market and the business
market. In particular, caring for customer needanisndirect way to take care of the
long-terms needs of sport organisation memberdigauacial partners.

Behind the simple questions below are importantdédissues. Not only the
most responsible managers, but also the most mehfiiembers of an organisation
have to meet (at least once a year) and discugsltb@ing questions:

- What type of demand are we meeting?

- What typical services do we want to supply?

- What fixtures should be organised?

- What additional entertainment services can we dffer

- Should our market be segmented?

- What membership fees should be applied to our &gsswr customers?

- Where is competition amongst sport clubs going?

Estimates concerning both financial support an@stwment requirements should
be worked out rationally. In this regard, the miasues involved are:

- What sport equipment and installations need to rhplemented either

immediately, or at set deadlines?

- What parallel structures might be required (clegnbodily hygiene, fitness,

etc.)?
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- What other comforts should be offered to playind ann-playing members
(refreshment facilities, bars, convention centgesnes, newsagents, etc.)?

- How do we foster the learning of sports (acquigngches, trainers, etc.)?

- Can we recover our costs and particularly the debts?

- Should we stress the importance of self-financind the reinvestment of
profits, or take recourse to donors and debt?

In their simplicity — this almost sounds like a pun — the questionined above
show how complexrunning a sport activity, together with all complentary
operations, can be. Budget assessment, which sigimalability to think in terms
of planning and control, and the approval of thealfiaccounts, must grow into
central issues for small and medium-sized clubearfgial account approval is
indeed a legal requirement once a sport organisdiecomes either a limited
company or a joint-stock company.

Larger-sized companies have to consider the preparaf these documents not
simply as a formal obligation, but also and patady as an implication of their
growth process. They must see it as an opportuaitgnforce the principles of
rational management. In smaller-sized companiegdtudnd financial statement
preparation should be subject to open discussimolving not only staff, but also
the more active players and athletes. Having anlesslike approach should result
in greater understanding of the diversity of theduaions to be faced.
Implementation of an entrepreneurial approach shnat be seen as complicating
sport activities; on the contrary, it should be sidered as a criterion of efficient
management to achieve the objectives close to #aattof both players and
supporters (Piantoni, 1999).

The role of marketing is steadily growing withirsport organisation’s business
strategies (Fullerton & Dodge, 1995; Evans, Jamke3omes, 1996; Cherubini,
1997; Pepe & De Franceschi, 1998; Shannon, 1998taffeek & Smith 2003). In
order to be useful, marketing operations must kete® to a sport organisation’s
market orientation, that is, to the needs to bisf&ad and the services and products
to be offered.

Market orientation is of a strategic nature (NormdM®84; Heskett, 1987,
Groenroos, 1988; Achrol, 1991). It aims at ensutireg the supply of products and
services corresponds to differentiated demand ttet to be identified and
satisfied. In our opinion, however, a sport orgatis can be considered market
oriented not only if it is able to differentiatetput according to contingencies and
customer expectations, but also if it is able tovsla clear understanding of the
importance of costs/revenues and investment/fimgnceelationships. In other
words, to have a market orientation means to be &bldefine the customer,
organise supply in compliance with demand, and pi@neconomic and financial
equilibrium of the organisation.

A sport organisation’s marketing plan - includinget potential marketing
operations - is not a document unto itself, ag Mvere isolated from the other
budgets. The marketing plan must be designed aiogptd the market orientation
decided by the Board of Directors of the sport arg@tion. It is an expenditure as
well as a revenue plan. In a sport company the gpdds out investments and costs
of personnel, advertising, equipment, organisatiosructures, commercial
channels in relation to the purpose of athletigvdms and the desired sporting

Edited by: ISTEI University of Milan-Bicocca ISSN: 1593-0319

20



© SYMPHONYA Emerging Issues in Management, n. 40
www.unimib.it/symphonya

results. At the same time, the plan deals with ifsele of revenues, in that it
identifies internal sources (fees) and externalreasi (sponsors, donors) for the
coverage of sports and business requirements &8tdtb93). The design and
preparation of the plan are a systemic functiomaleding collaboration between
different parties, that is, associate members, gensastaff and the more involved
athletes.

Smaller-sized organisations tend to be rather sphiznic in their attitude to
marketing. Sometimes, they think too big in relatito what is realistically
possible to achieve in their sports and commerad@ivities. Sometimes, they
simply remove it from the list of priorities becausf inbuilt prejudice. The reason,
in the author’s opinion, is that they tend to gee terms of costs only, and not as a
planned activity involving both costs and revenwgin a survival strategy. Still
more widespread in smaller clubs is the lack ofk@iorientation, i.e. the lack of
orientation towards business strategies based okemegesearch, the relationship
between supply and demand and the pursuit of ecenenuilibrium for the
organisation. As maintained above, the decisioningagrocess is all too often in
the hands of people improvising on policies, indted qualified people or
professional managers.

In larger companies, marketing operations are oftesigned and realized in
organisational units of an ambiguous nature. Sonestj they are drowned in the
general administration office: in this context, ealistic estimates of the facilities
and services required for sport activities and &eften emerge. To the contrary,
marketing operations must be run professionallytten basis of specificity and
integrated into a formal strategy. Drowning mankgtiin a bureaucratised
administration is partly due to the lack of finaalaiesources to support the chosen
strategies and partly due to the lack of moral adion that sport organisations
should be run as a business and their performdaoegd and controlled.

10. Conclusion

This article has surveyed emerging sport marketdseand, in particular, the
most important features of the inter-organisatiorkltions in this new competitive
field in the international economy.

The major innovations emerging in the new relatidiedd have been determined
as follows:

a) Increasing integration between spagotoducers (sport associations or
companies, individual athletesport distributors(both the media and other
service organisations such as internet companie®riésing agencies, tour
operators, schools and universities), industriad/@n financial sport
supportersgponsors

b) Direct involvement bymultimedia companiem setting-up sport events and
in the financing and/or control of larger-sized @porganisations: this
involvement implies multimedia company productiovedsification.

c) Conversion of a number of traditional sport groumad® attractive new
facilities, where a broad rangeaftertainments provided.
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d) Transformation of many sport associations joint-stock companigesvhich
implies the adoption of management principles lgrgemknown to these
organisations.

e) Intensification of thestruggle among different spoyisll competing to attract
financial resources and gain a foothold in the ra@rk

f) Increasedcompetition among sponsovgho provide technical and financial
support to individual athletes as well as to spoganisations.

g) New vision of sports matches and races - partiulashere superstar
athletes and/or top clubs perform- which involves the management of
complex events

h) Multiplication of the authorities governing sports nationally and
internationally.

i) Finally, sport organisations are growing in sinifjato business organisations
(or must increase this similarity) not only whempytlgrow, but also when they
want to survive by staying small and efficient iompetitive environments.
Sport activities are changing in their very nature.

Sports are continuing to grow as a business andgbg business continues to
grow. This is a mere statement of fact and a faljective description of current
trends.

Is that to be considered a good or bad thing? Wealovant to take a strong
moral stand on this question. Our conclusion iBlsws: never was the saying ‘to
posterity the arduous sentence’ as appropriate #eetpresent situation concerning
sports!
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