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MAJOR SPORT EVENTS AT THE
CENTRE OF INTERNATIONAL
SPORT FEDERATIONS’ RESOURCE
STRATEGY

Josephine Clausen and Emmanuel Bayle

Introduction — From regulating to commercializing sport events

The stakes have moved up considerably, customers expect events to be international, to
be bigger and better than previously and everything is geared towards achieving the
bottom line, '

Emery 2010, p. 166

One hundred years ago, International Sport Federations (ISFs) came into existence for a practi-
cal reason — to organize and regulate international sports. The first modern Olympic Games
(OG) in 1896 (Athens) made international rules indispensable and the growing success of the
Games made major sport events more and more attractive. The historical function of ISFs can
be compared to that of a government (Hoehn, 2006): they exert a legislative role by establish-
ing rules, a judicial role by moniroring and enforcing these rules, and an executive role by
organizing major sport events such as World Championships. Since their creation, ISFs have
undergone important structural and functional evolution. Starting out as volunteer-run asso-
ciations, IFs employ today up to 450 or more staff members at their headqu‘arters (i.e. FIFA,
UEFA). In literature, these evolutions are often categorized as organizational change. On one
hand, they stem from internal needs for rationalization and efficiency (Chantelat, 2001;
Dowling, Edwards & Washington, 2014) such as the hiring of paid managers, whose special-
ized background and expertise entails internal formalization and standardization procedures.
On the other hand, they are the result of an adaption to external changes. [SFs have to adapt
to an increasingly complex and competitive environment, including growing numbers of
interest groups with varying and sometimes diverging expectations. In response to these pres-
sures, ISFs invent different solutions. Looking at major sport events is one possible approach
to investigating ISFs’ strategic resource acquisition patterns. The findings reveal that observed
patterns are either historically funded or emerge/have emerged as the result of changing
environmental circumstances and organizations’ internal response strategies to them.

For the analysis of ISFs’ resource strategics, three aspects make international sport events
an interesting starting point: (1) their constantly growing number and globalization, (2) their
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continuous commercialization, and (3) the lack of research on sport events from the
perspective of ISFs. All three points are briefly outlined below:

1. The growing mumber and globalization of sparr events: In 1975, the I5Fs of the 25 sports
represented at the OG counted 160 internaonal evenss, these being World Championships,
World Cups, Grand Prix, Werld Tours and so on. Within 38 years, this number rose to
2,162 events in 2013 (source: the Assocution Summer Olyvnipic International
Federations (ASOIF)). Initially, the World Championships represented the sole and most
important event of 1SFs, crowning the best achletes of the sport. With the abolition of
the Olympic smateur codein 1981, World Championships and their like became more

ch, in tum, lired spectators (seeking

attractive for top athletes (secking prize money) w
entersainment), hroadeasters and sponsors {seeking 2 return on investment). Progresively,
ISFs recognized their commercial value, began to define which rights had value (e.g.
event hosting, event bidding, logo/naming rights, broadcasting and so on) and established
ownership of these rghts. Once event formats and rights had been established, many ISFs
turned towards new countries in search of addirional market opportunities and the global
spread and development of their sport. Countries previously unknown for sport events
entered the stage: in 2016, Qatar, a peninsula primarily covered with sand, hosted
85 major international sport events, and even Mongolia hosted 16 (e.g. Motocross World
Championships, Sumo World Championships, incernational biathlon competition). Sport
is no longer just a physical activity and social meeting point. It has become an economic
product and an increasing number of actors from various levels try to leverage its financial
potential.

2. The commercialization of sport events: Since the 1980s, the galloping commercialization
of broadcasting and sponsorship rights linked to the sprouting economy around major
sport events (e.g. Olympic Games), and increasing competition between top-level sports,
have pushed ISFs to embrace strategic thinking and planning. For some ISFs, being on
the Olympic Programme has become 2 financial comfort zone, but also 2 highly com-
petitive affair. Through the first Olympic revenue distribution in 1992, totalling US$
37.6 million, each of the 25 ISFs on the Olympic summer programme at that time
received US$ 1.5 million. Over the years, the revenue share did not stop increasing,
reaching a record high of US$ 526 million after the London 2012 Games (source:
ASOIF). Although the financial windfall of the OG is uncontestably a blessing for ISFs,
it can also result in a quandary. On the one hand, ISFs need to attract sponsors, investors
and partners in order to finance a growing number of activities (strategic and operational)
and defend their Olympic status (IOC evaluation criteria). Hence, ISFs have to be
responsive to stakeholders’ needs, wishes and expectations. On the other hand, ISFs need
1o stay true to their core values and missions and advocate their members’ needs, wishes
and expectations (Berrett & Slack, 2001). Navigating between these two poles, ISFs
adopt different approaches to satisfy one side or the other. Strategic planning, including
the setting of goals, an action plan to achieve these goals, and the mobilization and
allocation of resources to execute the action plan, has become a valuable tool for sport
federations, be it at the national (Shilbury & Ferkins, 2011) or international level (Nagel
et al., 2015). Events appear to play a pivotal role in ISFs’ strategy in terms of resource
acquisition. Today, the success of an ISF's economic model largely depends on its capacity
to commercialize its major events (e.g. broadcasting and sponsor rights, organizing fees).

3. Lack of research: Despite the exponential growth of international major sport events, litde
research exists on major sport events from the perspective of [SFs. Taking the perspective
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of the organizing committee (e.g, Parent, 2008), previous studies primarily focus on event
management {e.g. Leopkey & Parent, 2016; Parent & Smith-Swan 2013} and organization
as well as commercialization (Lee & Taylor, 2005; Szymanski, 2003; Malfas, Theodoraki
& Houlthum, 2004), In light of these evolutions, twa cencral and so fir unexplered fques-
tons emerge: which elements constitute ISFs’ main sources of incotite ind expernses?
Which financial and strategic role do sport evens oceupy in [SFs' sconotiic madel?
~
Thas chaptes stars with an overview of event types in international sport, followed by a
general summary of ISFs' main-seurces of revenue, The main question of major sport events
w3 cenmal element of ISFs' resource strategy §s examined by applying a two-fold approach:
.::rszltzbs:?vcd cofmonalities across several ISFs are outlined; second, four cases exemplify-
ing four different models of revenue generition are presented: FIFA as the incernational foot—
ball federation, the FIH as the international hockey federation, FISA as the international
rowing federation and the UCI as the international cycling federation. The evaluation of the
four federations is based on an analytical model presented beforehand.

Federations’ resource strategies through major sport events

Today, two major actors govern sport at 4

global level: the International Olympic Comumitree
. four years (Chappeler 2008) and ISFs regulating international
sport and arganizing World Championships and World Cups (Arcioni & Bayle, 2012). While
the rtgz:l.uri: n. promenon and organuzation of therr sport wed to be ISFs’ core mission and
the reason for their emergence; sport evenes have tiken centre stage, especdially with regard to
Fesource acquisition. Thiy evalution resulss in a seemingly contradicrary kyb.—ila']m'- :stai:!.uhed
4% AssOCiatve non-pro ;

(IQC) srganizing the OG every

fie structures, ISFs have developed a strong commercizl orientation.
Although these swo rtionales appear to be diamerrically opposed, they are alto complementiny
s generatng financial ncome i vieal for the development ind condnuiny of ISI;s' l:)
{Bayle, 2000). ISFs partially or entirely delegare the organization of their 'ct-cnts to an ”\"E‘I:I(
organizer (for example, natianal federation, region, government). The delegation of organ-izing
responsibilities, financial charges and profits depends on the type and appeal of the even. It is
therefore important to first distinguish different sypes of events and event ownership. .

Event types

Considening cvenss us the central element of federstions” sporting, economic, societal and
orpamizational performance, Bayle distrmguishes (2015) different tvpes of spart :Ia'e:rs owned
and/or organized by sport federations {international and national) :";L[::_\tf_‘d o I5Fs r';:ur
eveat types can be emphasized: World Championships, intermational circu ;
sport-for-all events and internanonal multi=sport games. ISFs generally ow
EVemt types and are parmcipans in the fourth type, Being the \"I-\-"'I".CZ‘ of the f hree types
empowers them 1o decide on the event gllocation and to capitalize on commercial rights s_n:h

promotional

he first three

s TY o {

I'V and sponsorshin rights. [5Fs wually concede ticketing and domestic sponsotship rghis
t ., ot i - i B -
lu_thr organizer, this being a patienal spor federation (NSF), region or oriv
ths constellation, the ISF 15 in 2 poyitien of power, especially if ¢ .

i : | Ae event s very successful
Arrracssa number of potential organizers compering for the allocatian.

t¢ organizer. In

1. o~ e .
World Championships: Often the flagship event of an ISF, these major one-off events may

be held at differing periodicity depending on the ISF (e.g. the UCI and FISA. every year,
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FIFA and the FIH every four yeas). The ISF decides on the event allocation, often

thraugh 3 bidding process. Divided into men,
tennis, badmincon), World Champlonships are organized for different

women and, for some sports, mixed

competitions (e.2,
age caregories (£.8. Jumjor, Under 23, Elite, Masters).

Internations] cirsits: Interpanonal crculs is a collective term for World Cups, World
Tours, World Series, Grand Prix events and their like. ISFs generally own the circuit
but not the events composing the circuit. Depending on the various aspeess (e.g: the
balance of pewer between the 1SF und event orgamzen, historical reasons), evenE may
calendar (e.g Diamond League m athlerics), constitute private
<he ISF (e.g. ATP World Tour tenmnis
jeration (e.g. Austrtlan

be registered on the ISE
prafessional circuits putside the full coneral of
or PGA Championship i golf} or belong to 2 national sport
Open, US Open) or 2 private organizer (€. Tour de France), In some sports, the
international circuit, or even single events of is, are mote powerful than the 15F's major
event (e.g. tennis with Grand Slam, Tour de France in cycling).

s-participation events or
r an ISF to promote its sport and reach

international sporr festivals are an opportunity fo
out towards unexploited markets.

4. Intemational multi-sport games: Although ISFs are only participants in these events (e.g-

the Olympic Games, the Commonwealth Games, the Asian Games, university games,
f high sporting, strategic and economic

etc.), international multi-sport games can be o
increases the attractiveness of a sport

importance as they convey visibility which, in turn,
for sponsors, athletes and fans.

Although different event types may co-exist, ISEs’ deliberate creation of an event portfolio

that is tailored to their needs and strategy s 2 rather recent evolution. Event portfolio

meats in this case @ deliberate pattern of events owned, organized and/or contralled by the

ISF. The event portfolio has an impact not only on the federation’s image, but also on is

sporting, economic, soietal and organizational perfarmance. Ttis thesefore hardly surprising
that events acciipy today = pivoral role in ISFs' strategy and tesource dcquisition. Within the
event portiolio, events may be of different impormnce, crearng 2 certain hierarchy. We
assume that the cepnomic value of events is determined by their importance.

Main sources of revenue

Unlike NSFs, ISFs are not dependent on government funding. Until the 1980s, ISFs func-
tioned maitly thanks o the ume and knowledge invesrment of o fow passionate volunteets.
At that time, [SFs’ boards were almost entirely compesed of individuals with a background
in the respective spore (e.g, formes athletes or presidents of a NSE). Especially in the early
years of a federation; this prefequisite wis inevitable 35 fules had to be established. requiring
of the sport. All funcdons within the ISF were then non-
fore

an extensive tndemstanding
remunerated. Affiliation fees from NSFs and small sponsorshib contracts were there
sufficient to fund and maintain the ISFs' activities. This changed rapidly with the commer=
cialization of major sport events and most of all the OG. Sponsors began to use SPOrt
Fs began to compete for their financial resources-

events to showcase their products and IS
(1) revenue from

Two main sources of financial income arose from this situation for ISFs:
federations’ own events and (2) the Olympic revenue.

40

International Sport Federations' strategy

Events

Looking at the last completed summer Olympic cycle (2012-2015), nine out of 18 summer
Olympic ISFs for which information is available generated 50 per cent or more of their
evenuc through their events.

To_' Lirge extent, this situation ¢ the result of 2 rowing interest in telewised spore and che
s of an internanional broadcastng industry. Television broughe sport from the restricted reach
of fieldy and stadiums into the living rooms of thousands of people. While the first FIFA Werd
Cup (Uriguay, 1930) was atended by some 430,000 spectacors in the stdiums, .the 2014 FIFA
World Cup (Brazil) counted 3.4 million spectaters #nd anather 263 billion TV viewers! The
dem.:lr‘u:' for televised sport has urraczed not only media and sponsors, ic hus also increased the
need for expert knowledge within federations in erder to respond to stakeliolders’ expectations
and produce attrctive events. Profound organizational changes were necded to adapt to this
new sitaation. The growth in size and number of evens, & question of both the populanry of
the sport and the ISF" ability to capitalize on this popularity, 1s generally accompanied by 2
diversification and complexification of ISFs' activities. As 2 consequence, \-u'.u.-:t:‘ry pns-,ur-m;

are no longer sufficient ro carry our I5Fs” admunstmove tasks and arganize major spoTt events
implying muldple stakeholders. Since the end of the 1980 and the b:c—;,'mmn_; of the 1990s
18Fs have progressively hired paid Secretiry Generals (e.g FISA 19.‘5‘,'4, rhc‘UC[ in '\9‘}2}I
fallowed by 2 steadily increasing number of paid staff (especially in the ISFs with Fas:—‘;zrcwm'lr
events). FIFA has increased its staff from about 250 in 2003 o more than 450 in 251-‘-. :h:
UCI from three in 1991 10 79 in 2014 and even a smuller federation such as the FIH has mare
than doubled its staff within a relatively short time (2010-2015) from 14 w0 35.

Table 4,1 Revenues from ISF events and Olympic revenue

Period analysed  Revenues from Olympic
ISF events (% of  revemie (% of
overall revenue)  overall revenue)

Federation (I0OC terminology)

BWF — Badminton Word Federation 2012-15 78% 21%
FE! ~ International Equestrian Federaton 2012-15 78% 9%
FIE — International Fencing Federation 2012-13 3% 29%
FIFA - Inrernational Association Football Federation 201215 88% 0.4%
FIH — International Hockey Federation 2013-15 56% 32%
FINA - International Swimming Federation 2014-15 70% 21%
FISA — International Rowing Federation 2012-15 37% ;”%
IJF - International Judo Federation 2012-14 64% . 7;"n
ISAF - World Sailing ' 2012-13 13% 61%
ISSF — International Shooting Sport Federation 2012-15 2% 85%
ITF ~ International Tennis Federation 2012-15 5% 10%
ITTF - International Table Tennis Federation 2012-14 30% 31%
;TU ~ International Triathlon Union 2013-15 40% 56%
[WF - International Weightlifring Federation 201314 17% 56%
UCI ~ International Cycling Union 2012-15 70% 14%
WU AW W — United World Wrestling 2012-15 25% 40%
WR—World Archery 2012-14 31% 63%
~World Rugby 2012-15 97% 0%
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Olympic revenue

The Olympic revenne share is closely related to the general evolution of bro.:lci.cam.ng :*.ghrf.
For the 1960 Olympic Games (Rome), USA TV (roday CBS) paid US33.2 rpll].:m3 (in tod;.l‘\' s
dollats) for the broadeastng righs. Forty-cight years luer, the broadcasting ngh.r:‘ for Lht. 2mz2
Fondon Games were sold for nearly US$1.2 billion to NBC, a mulniplication fnctor of more
thian 3001 In 2 sénse, the commercialization of and profit generated by the OG began with the
1984 Los Angeles Games. Under the direcrion of Peter Ucberroth (presiden and gcsfr.ﬂ
manager of the Los Angeles Olympic Organizing Committee), the 1984 G.jmca were the !Iarsl:
10 be privately organized and immediazely generated o surplus of US5§250 millian. T]lf ml?owfng
Gamies pursued the sane strategy and with success. In 1942, che 10C distnbuted for the .I::m
time 2 part of the Games' proceeds to the ISFs: u toral of USS37.6 million was equally divided
berween the 25 ISFs that figered on the Olympic Programme (US$1.5 milion/[5F). Twenty
vears later, 3 tomal of US$526 millien was divided berween the 28 [SFs that were lnvelved in
the Olympic Programme of the 2012 London Games, this being 115519 million on average per
ISE. Meanwhile, the [OC had introduced the Evaluation Criteria for Spars and Disciplines in 2004
based on the evaluation critera, 30 pes cent of the additional surplus of the OG dedicated 0
the ISEs is subsequently allocated, depending or the ISFs’ contnbution o the overall economic
yuccess of the Games {e.g dckets sold, TV audience). After the 2012 London Games, the [AAF
fathletics) was awarded the highest share — abour US$47 million for a faus-year period. The
prospect of 2 higher shate if outperforming other sports has enmiled strong competition betwesn
Olympic ISFs as well as non-Olympic [SFs wha seek to enter the Olympic Prqgmmme. The
benefit of being an Olympic sport impacss at both the internationad and the national level: an
the one hand, it contributes to the fimancing of ISPy’ activities; on the other hand, governments
tend to support NSFs of Olympic sports more generously with funds to increase their chances
of beating other countries av OG, making spor a geopalitical wol, )
In summary, ISFs' tesource acquisition has changed drastically due o the explosion of
broadeasting rights, the interest of spansors in showcanng their producy :T!ml.};;h .ccic\;ued.
sport events and the skyrocketing profisabilicy of the Olympic Games, While affiliation from
member fees and smaller sponsor contracss constituted the main source of income for many
decades, the demand for televised sport spectacles has brought forth a new and more business-
oriented rarionality. Nlevertheless, the spread between ISFs with high revenues and ISFs with
low revenues is immense: while FIFA generated a comfortable US$2.096 billion in 2014,
half of the non-Olympic, but recognized, ISFs function with less than €200,000 per year
(source: Association of IOC-recognized International Sport Federations (ARISF)). The
mission-based goal of ISFs is to finance the development of their sport, for example by cross-
subsidizing unprofisable events {as is the case with 11 oue of the 12°FIFA events), supporting
national development progrmines (e.g. FIH Targeted Assistanice Programme) or helping to
improve members' funcrioning (e.g. UCH Sharing Platform}. In this context, federations’
eyents and economic models should be 2 means to develop their spart. In order to understand
and predict why some ISFs have more successful economic models than others, four Olympic
ISFs of different sizes are analysed more closely. The main focus is on ISFs' events and their
role in the federations’ economic model.

International Sport Federations’ economic model
and the role of major sport events

It is very difficult to compare the functioning and economic models of ISFs for various
reasons, such as accessibility to, as well as transparency and exhaustiveness of documents.
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ISFs’ organizational structure (e.g. bodies, departments, organizational complexity), functioning
(e.g. organizational performance, behaviour and learning) and culture (traditions, values) play
a significant role here. Initally, events such as World Championships were not created for
financial reasons, but to determine the best athletes. This chapter does not claim to produce
a comprehensive understanding of the development of ISFs' events over time. However, it
tries to identify emerging commonalities regarding ISFs’ economic models and the role of
major sport events in it. Following this, the chapter proposes an analytical model and four
exemplary cases to which this model has been applied.

Emerging commonalities

Despite limited comparability, a few emerging commonalities could be noticed between the
federations in terms of event-related resource acquisition,

Event ownership and event rights

ISFs generally claim ownership over a minimum of one, often two, event types. These are
World Championships (in some sports called World Cup) and international circuits (e.g.
World Tour, World Cup, Grand Prix), both being major one-off competitions. ISFs also
tend to sanction international events that are not their property. The ISF may register these
events free of charge or against a calendar or organizer fee. In the case of the UCI, the
calendar, licence and affiliation fees constitute 17 per cent of the federation’s overall financial
income (2012-2015: 40 per cent if the organizing fees are added). However, the claiming
of property rights is only profitable if there are enough buyers. Then again, the more buyers
that compete for the rights acquisition, the more the federation can raise the price. Risks
inherent to this situation are excessive prices that stakeholders are not willing or able to pay,
and unsatisfactory returns on investment for stakeholders.

Financial cycles around events

If one or several major events form the ISF’s principal source of income, the federation has
an interest in ensuring they function well. Financial cycles around ISFs' major events can be
observed, meaning that important parts of the revenue from federations’ fagship events are
reinvested in the events. In the case of FIFA, the flagship event (the FIFA World Cup) is
organized every four years. In 2014, FIFA generated 91 per cent of its overall income from
the 2014 FIFA World Cup (e.g. 35 per cent from broadcasting rights, 23 per cent
from ticketing and 22 per cent from marketing rights). In the same year, FIFA invested
42 per cent of all its expenses in the same event including, for instance, TV production (19
per cent) and prize money (18 per cent). On average, FIFA invested 53 per cent in events
during 2012-2015, 41 per cent in the FIFA World Cup alone. In the case of the UCI, 25.5
per cent was invested in events during the same period.

Olympic revenue dependence

While the Olympic revenue share may be irrelevant in the budget of a very big federation
such as FIFA (0.4 per cent), it is vital for many small federations such-as ISSF (shooting)
(85 per cent). Federations with high Olympic reveniie dependence run the risk of not being
self-sustainable without that money. For the last summer Olympic cycle (2012-2015), the
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average dependence of the 18 summer Olympic federations for which financial statements
are available was about 33.5 per cent. It is of no surprise that Olympic sports, and especially
those that are highly dependent on the Olympic revenue share, are making every effort to
defend their place on the Ol me. o )

Although the focus of this secdon is on [SFs’ economic mod L8 :
system including ental and national federatons is worth mentioning ISFs generating
system including S o

on the wider

r &wii events are expected to invese larger pars ¢
an events development) and ISFs with average or low ev
lly (i:e. primanly on operations, admimisttation and govemnance).
ples suppore this assumpion FIFA ! per cent externally and
; 1, which invested 37 per cent externally

imparmnt revenue

[f.€. prima

externd
priofizak
The following ex
{8 per cent internally (201

Vet 1NTerT

wested

2-2015), contrary to the Fl
(2 ) and FISA, which

invested 31.5 per cent externally and

330

and 61 per cent intermlly

6% per cent internally (2012-2015)

Analytical model
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four exemplary I5Fs wete selected for 2 me
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While studies at club level mainly use the financial flow analysis to provide a tool capable

of defining political subsidies to clubs (Chantelat, 2001), this chapter places ISFs’ events at
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Table 4.2 Main variables for analysing ISFs’ economic model

Income Expenditure

Events {¢,g, TV and sponsor rights) Events

Olympic revenue share Administration (including governance and operations)
Fees (e.g. membership, licences, calendar) Development

the centre of investigation. Following Bayle’s (2013) perspective, which sees ISFs’ major
sport events at “the heart of their economic model”, events are classified here as economic
products. The main elements of event incoines are organizing rights, TV rights and sponsor-
ship rights. A second vadable is that of Olympic revenue share, The greater proportion of
income is constituted by Olympic revenue share, the less the ISFs are self-sufficient. A final
variable on the income side analyses fees of various natures (e.g. membership, licences,
calendar). Historically, fees constituted ISFs’ main source of income. With the increase and
complexiry of ISFs’ activities and the hiring of paid staff to ensure and develop these activities,
ISFs have needed to turn towards new sources of income. Today, the external financing of
ISFs is common practice. However, in some federations the share of income from fees seems
to remain relatively important,

On the expenditure side, expenses dedicated to events, administration and development
are examined, Event expenses allow us to analyse whether the event balance sheet is even,
whether events are profitable or whether they represent a costly activity for the ISF. A look
at federations’ administration expenses allows us to determine the remaining funds the ISF
has ac its disposal to finance activities other than administration. To complete the analysis of
their economic model, their development expenses are examined. Development expenses
should represent an important part, Using Chantelat’s terms, the finality of ISFs as non-profic
associations is, above all, supposed to be “extra-economic”, meaning that the ISF is 2 corporate
actor that should nor seek financial gains for its headquarters as a prority, but redistribute a
maximum of its gains to its members and the development of its sport. We expect ISFs with
high income to redistribute larger parts into developmenc than ISFs with lower income, We
further assume that ISEs with high income from events, but low investment in development,
follow an entrepreneurial logic rather than associative goals. Horch (2001) calls this process
“auto-destruction”, a process through which non-profit sport organizarions lose their core
values and identiry.

With regard to ISFs” evenc portfolio, we base our analysis on four variables:

*  Creation of the ISF (year)
Size (number of paid staff)
ISF events (number, periodicity)
Flagship (event, discipline)

We assume that the age of an ISF might play a role in the presence of traditional (and
$ometimes myrthical) evenss. Historically establis}
ISFs (e.g. the Tour de France in cych
events, federations need to est
between the ISE and event ¢ gotiz
Variable is that of size in terms of paid swif. Kikulis (2

ed eveno are not necessarily owned by the

g, Wimbledon in e

is), To capitslize on these

olish ownershup rights. Depending on the power structures

tizers, strong 1 skills are required. The second

Ji-as well a3 Thibagl, Slack and
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Hinings (1991), equate the increased presence of paid staff with an iticrease in specialization
a5 the workload can be divided more efficiently. The central variable here looks ac 1SF
events, and nombly the number of ISF events and their pedodicity. These two elements are
useful indicators for analysing whether an ISF is focusing rather on one OF tWO cvenn or
whether it seeks to diversify i event portfolio even further. The focus on one event might
signify that this event is particularly successful and therefore absorbs an fmiportant parz of
the federation's resources, At the samie time, celiance on one even bears 3 major sk: the
implosion of the financial system i the evens docs not awain the expecred abjectives f;c,g.
event cancellation, lack of/waning public interest) Oni the other hand, an event portfolia
with many events bears the risk of image delusion which, in tum, is likely to 1mpact the
evenss” atmetiveness for sponsars, TV broudeasters and fans, The fourth znd fiml varisble
of the cvent portiolio examines the 1SF' flagship. this being an event er 4 discipline.
tndicators for this varable are the federations’ own assessment, generally to be found on the
ISE’s website, and the income through this flagship.

Classification of economic models—a first attempt

The presentation of the following four cases comstitutes an exploratory approach 0 the
question of 1SF econgmic imodel and the role of major sport events in it. This approach
can be classified 15 a socic-sconomic rather thana managerial approach. In light of this
relatively small sample, the validity of the analytical model and it varigbles discussed above,
a5 well a¢ findings presented hereafier, could be tested in the futre by using a larger sample.

FIFA — One-mega-event model

The economic model of FIFA tevalves around 3 single competinon: the FIFA Wioeld Cup,
2 high profit mega-event generasing 83 per cent of FIFA's overall revenue during the period
2012-2015. Compared to this, the remaning 11 FIFA Warld Cups are of insignificant
cconomic impact. If we tike a closer look at EIFA's income frons 2014, abour B1 per cent was
gensmted through events, this being shiout 17581.9 billion: OF chis 91 per cent, 904 per cent
was generared through the FIFA World Cup alone, The demiled sources of income are as
fallows: brosdeasting nghes (354 per cent), rickesing (23 per cent), marketng rights (22.2
per cent), hospitality rights (3.3 per cent), licensing rights (2.5 per cent), other (2.6 per cent)
The success of FIFA's ccottomic madel is grounded on two main elements. One is football’s
popularity, Football is probably one of the world's most popular spores, A large-scale FIFA
survey from 2007 concluded that foothall counts 255 millien players and 5 million referecs
worldwide, this being # per cens of the world's populacion at that time (source: Big Count,
FIFA Magazine, July 2007). The othier element is a close-knit strategy around the FIFA
Waorld Cup including commercial rights and limited risk-taking, as the fallowing examples
fram the FIFA World Cup Regulations 2014 demonsrate:

Conuercial vights: FIFA has established rights to the event’s most prioficable elements —
“financial fighrs, audiovisual and radio recording, reproduction and broadeasing rights;
multimedia rights, marketing and promotional rights” (A 15}

Limired risk-taking; FIEA talies no responsibility regarding damages relatng to the organization
s5d course of the FIFA World Cup, for either the preliminary or the final competition
(Art. 2.3 and 27). Even though *[all] revenue fram the exploitation of the commersial tghss
far the preliminary competition matches belongs to the host association” (Ams 24.1 and 24.4),
the lateer also Has to cover expenses for insufficent financial outcomes of these matches.

46

International Sport Federations’ strategy

Table 4.3 FIFA as an example of the one-mega-event model

Creation 1904

Size Very big federation (>450 staff members in 2015)
FIFA events 1 major sport event format
11 FIFA World Cups
1 Confederations Cup
Flagship event/discipline FIFA World Cup (since 1930; quadrennial)
83% of FIFA's overall 2012-2015 revenue
Revenue (2012-2013) 1JS$5,826 billion of which
Events: 88% of which
FIFA World Cup: 83%
TV and marketing rights: 68% (incl. FIFA World Cup)”
Orther: 12% of which
Financial income: 6.5%
Olympic revenue: 0.4%
Other operating income: 5.1%
Expenses (2012-2013) 1US85,757 billion of which
Events: 53% of which
FIFA World Cup: 41%
Development: 18%
Administration, operations and governance: 18% of which
Administration: 7%
Financial expenses: 6%
Governance: 5%
Other: 11%

The risk of the one-mega-event model consists of its high dependence on a single mega-
event. FIFA's economic model around the FIFA World Cup functions as long as the federation
finds buyers for its commercial rights, notably broadcasting and marketing rights, which
represented together 68 per cent of FIFA’s 2012-2015 income. Based on the FIFA example,
we establish the hypothesis that ISFs with the characteristics of the one-mega-event model
tend to be large in size, have a very profitable flagship event, high expenditure on their
flagship events and moderate internal expenditure. Low administration costs in the case of
FIFA (7 per cent) are notably related to a transfer of responsibiliry to the organizer.

UCI - The fee-collector model

The UCI model is built on two main pillars: (1) the UCI Road World Championships as
the UCI’s flagship event, and (2) calendar, licence and affiliation fees.

During the period 2012-2015, the UCI generated about 29 per cent through the UCI
Road World Championships alone.The UCI establishes a contract with each World
Championship and World Cup organizer individually. Depending on the organizer’s
capacity to commercialize marketing rights locally, the organizer buys between 30 and
60 per cent of the marketing rights from the UCL. Generally, these rights are negoriated
in conjunction with the hosting fee of the event. However, the UCI WorldTour, with
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Table 4.4 UCI as an example of the fee-collector model

Creation 1900

Size Big federation (79 staff members in 2013)
UCH events 2 major sport event formats
7 World Championships (annual)
14 World Cups (annual)
Flagship event/discipline Flagship discipline: Road cycling o
Flagship event: UCI Rioad World Championships (since 1921)
42% of UCI's overall 2012-2015 revenue
Rewvenue (2012-2013) CHF155.74 million of which
Events: 54% of which
UCI R oad World Championships: approx. 29%
Organizing fees: 23%
Fees (calendar, licences, affiliation): 17%
Olympic revenue: 14%
Other: 15%
Expenses (2012-2015) CHF132.427 million of which )
Administration, operations & governance: 52% of which
Personnel expenses: 26%
Governance: 20.5%
Fees & Consultancy: 5.5%
Events: 25.5%
Development & training: 12.5%
Other: 10%

cycling’s most prestigious races (e.g. the Tour de France, the Giro d’Italia), escapes this
rule. Besides communication rights, the UCI holds no commercial rights for these races.
This explains the meagre income of CHF 240,000 for the UCI from the 2014 UCI
WorldTour.

2. To counterbalance the historical arrangement of cycling’s most prestigious races, the UCI,
urider the presidency of Hein Verbruggen (1991 -20003), cliimed control over the inter-
national cycling calendar; which used o be in the hands of the biggest cycling orgunizers.
Toduy, calendar fees vary depeniding on the discipline and the tace classification The
.\'eaﬂ.\: registacion of about 1,300 races on the UCH international calendar (all disciplines
confourided) constitures an importans pillar iz the UCH's economic model. They cor
eritired 119 to the UCTs overall inconte in 2014, What is more. the official document
libelled “Road — Calendar Fees” indicates that the UCK has increased the 20116 calendar
fee by 31 per cens for UCI WorldTour races, from €24,369 for one-day races i Zlili‘
to €31.923 i1 2016). A similar strategy has been applied to teams with an increass of
reamn licence fees in 2016, Team licence ftes depend on the discipline and the ner that
eams are in. The fee of €85.500 for the reglstmdon of 2 UCE WorldTour team in 2016

constitutes an increase of 11 per cent from 2015 to 2 During the peied from 2012

to 2015, organizer; affiliztion, calendar and licence fees together represented 40 per cent

of the WCHs overall revenue (23 per cent from organizer fees, 17 per cent fram calendar,
licence and affiliation fees).

International Sport Federations’ strategy

The risk of this mode] lies in the need to keep the balance between the attractiveness of
the ISF’s main product and buyers’ interest and financial capacity to pay the fixed fees. In
the case of the UCI, the economic ‘model is two-fold. On the one hand, it is based on the
UCI Road World Championships as its flagship event. A successful financial return through
this event requires a product sufficiently attractive for an organizer to pay the hosting fees
in addition to the marketing rights owned by the UCI. On the other hand, the UCI's
economic model is based on income from calendar and team licence fees. This supposes two
things: first, thar 2 stable number of cycling race organizers are able to produce profitable (or
ac least break-even) events; and, second, that sponsors behind cycling teams see a value big
enough for them to financially support these, which, in turn, allows the team to register on
the UCI calendar and participate in the races with a competitive set of riders. Currently,
cycling teams suffer from the lack of sponsors willing to finance them on a long-term basis
and at an amount that allows the team to cover increasing costs including UCI licence fees,
travel costs or the team’s entourage (e.g. sport director, medical and performance staff, etc.).

The main risks of the fee-collector model hence consist of a mismatch between the price
level fixed by the ISF and the effective appeal of its product(s). Excessive pricing may entail
precarious situations among the main fee payers. The strategy of the federation therefore
needs to take into consideration not only its own financial needs, but also the capaciry of its
main actors to absorb higher fees while maintaining their activities. Based on the example
of the UCI, we establish the hypothesis that the fee-collector model occurs perhaps more
often in federations with very old event traditions. These traditional and historical events are
sometimes more popular than the federation’s events and financially independent of the
latter, This makes it particularly difficult and delicate for the ISF to establish and impose
ownership rights that allow them to capitalize on these prestigious events, which are ourtside
the federation'’s property. Due to the important part of fees in the economic model and the
need to administer these fees, administration expenses are assumed to be relatively high (e.g.
the UCI: 52 per cent).

FIH — The mixed model

In the period from 2013 to 2014, the FIH's income was based on a resource mix including
32 per cent from Olympic revenue, 30 per cent from sponsors and 26 per cent from events,
including TV rights and hosting fees. A majority of the FIH's expenses were spent internally
(54 per cent), 22 per cent on events and 15 per cent on development. Although the FIH
was previously “the sole owner of the media and marketing rights and all other commercial
rights relating to the events that it organises” (FIH General Regulations, Art. 8.3.1), hosting
fees were only introduced for the first time in 2015, Currently, the FIH splits commercial
rights equally with the host organizations. According to the FIH business development
director, this model “works if you have big events and big television”, which is not the case
for the FIH. In combination with a relatively high percentage of Olympic revenue, similarly
structured ISFs, if they want to maintain and develop their activities, have to be creative and
proactive. After the arrival of 2 new CEO in 2010, the FIH brought forward a number of
Potential solutions towards a more dynamic and sustainable model. The new action plan
Teposes on several pillars: a young and highly educated staff (in 2015, 74 per cent of the staff
members held a university degree); the hiring of experts from inside and outside hockey/
Sport (markering, communication, business); a long-term strategic plan (Hockey Revolution
2014—2024); and the creation of a new sporting format (Hockey3, a short-version form of
hockey) capable of attracting new sponsors, spectators and athletes by showcasing field
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Table 4.5 FIH as an example of the mixed model

Creation 1927
Size Middle-sized federation (35 staff members in 2015)
3 major sport event formats
(&

Ff e FIH World Cups (Junior, Indoor, Men/Women)
Hockey World League
Charmpions Trophy

Flagship event/discipline FIH World Cup (since 1971; quadrennial)

Revenue (2013-2015) CHF30.4 million of which

Olympic revenue share: 32%
Sponsors: 30%
Events: 26% of which
TV righs: 24%
Hosting fees (since 2015): 2%
Fees (licences, affiliations): 10%
Other: 2%
Expenses (2013-2013) CHF30.1 million ofwhich. ]
Administration, operations and governance: 6
Administration & operations: 44%
Marketing & communication: 10%
Governance: 7%
Events: 22% of which
TV costs: 18%
Development: 15%
Other: 2%

1% of which

hockey as an entertaining, young and urban sport while remaining true to 1ts values of being

a family and gender-equal sport.
The mixed model produces a fa
several sources of income, However,
Olympic revenue represents a risk as the federt!
modalities. An increase in TV rights (currently at 24 per . ;
(currently at 2 per cent) mught mutigate fluctuanons in O'..}'mpa.c revenue. 2 ;
example of the FIH, we estblish the hypothesis that ISFs \\~1fh mixed-model c_}a‘rav.—.\msnc;
end to be dynamic organizational structires with a strong focus on strf::gl.:_ tr.uniang an
anticipation. Although the downfall of one soutee of invame might aot :uc'\.-:mbx;v cause th,c
coliapse of the TSF's economic model, it requires a contnuous analysis of the fedemmtion’s
environment, guick adspration o change and a drive to cxylore new market oppo_rtumues
62l furure shortcomings. Even in case of moderate incomes,
relatively significant share in development as
s radius of action (e.g. events, athletes) and

irly stable situation as it spreads ISFs’ financial ri'sks across
in the specific case of the FIH, the relatively important
iom has licde influence on farure redistribution
cent) and the advent of hostng fees
Based on: the

15 these diminish the risk of poten
we expect ISFs of the mixed model to invest a
successfil member federations extend the ISF
appeal (e.g. sponsors, broadcasting).

FISA — The Olympic-dependence model

During the period 2012-2015, FISA obtained 52 per cent of its funding from its Olympic

. L s
revenue. For the most part, revenue was used to finance the federation’s administration ¢O
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Table 4.6 FISA as an example of the Olympic-dependence model

Creation 1892
Size Small federation (about 19 staff members in 2015)
FISA events 5 major sport event formars -

World Rowing Championships {annual)

European Rowing Championships (since 1893; annual)
World Rowing Cups (annual)

World Rowing Tour (annual)

World Rowing Masters Regarta (annual)

Flagship event/discipline World Rowing Championships (since 1962)
Revenue (2012-2015) CHF30.2 mullion of which

Olympic revenue share: 52%

Events: 37%

Other: 11%
Expenses (2012-2015) CHF30.1 million of which

Administration, operations and governance: 68% of which
Marketing & communication: 19%

Events: 22%

Development: 9.5%

Other: 0.5%

(68 per cent). There may be different reasons for this dependence, such as human resources
(17 staff members in 2015) and low visibility, The higher an ISF’s headcount, the more the
organizational structure and functioning are likely to be specialized and coordinated, hence
triggering higher performance. In the specific case of FISA, the promotion of rowing is
difficult as it is an expensive sport in terms of equipment and facilities. In view of FISA's
dependence, staying on the Olympic Programme is the federation’s top priority: “[The]
Olympic Games are a big machine. A lot of people, a lot of sports want to enter. [If FISA]
doesn’t move today, we are at tisk. Because not being an Olympic sport destroys all the rest”
(FISA President). The constantly growing prestige of the OG adds another pressure as desire
to enter the Olympic Programme has increased competition berween sports. In light of
limited athlete capacity at the Games (around 10,500), the high number of rowing athletes
raises some critics. With 550 athletes, rowing has the third highest number of athletes at the
Games. Compared to this, triathlon only counts 96 athletes. Reducing the number of rowing
athletes might allow other sports to enter the Games, but would weaken the position of FISA.

ISFs that function according to the QOlympic-dependence model are under continuous
pressure to defend their position on the Olympic Programme. The dependence makes them
particularly vulnerable, as the slightest decrease in the attribution of the Olympic revenue share
jeopardizes their economic model. Furthermore, dependence limits their scope of action.
Aligning with IOC requirements and expectations ultimately becomes the safest pathway for
them to ward off the discontent of the IOC and potential revenue reductions related herewith.
However, IOC evaluation criteria and expectations can also be considered as a precious guide
for federations in establishing a strategic plan that, ideally, results in more professionalization
and organizational performance. Based on the example of FISA, we establish the hypothesis
that ISFs with the characteristics of the Olympic-dependence model invest less in development
as large parts of their revenue are consumed by administrative costs.
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Conclusion and perspectives

; caninet be generalized. The analyss s
the folir 15Fs as well as some
sigite for

In light of the small sample size, findings abvious
therefore limited to specific nsks and challenges encountered &
hvpotheses. Nevertheless, it becomes evident that eventss are 3 necessary prereds
Sederations to attract spansors shd potenual buyers of broadeasting and conuner
Withoue them, federations can no longer carry out either their histoneal misston or the
activities they have developed over the years and the stiuctures necessary for cheir maintenance

nghts,

[e.g. promotion and development af 7 sport at the grassroon levei) This necessity 13
emphatized by the increase in major spor events and the evoluton from volunteer-run
seructures towards mote professionalized ennties with an increasinig business focus, The

tevels including sport,

arganization of amractive events requires sound expernise It Vanous
marketing, communication, adminiscration (which can be summanzed under the concept
of specialization), writen rules, policies and procedures (which can be summarized under
the concept of formalization), strategic planning and performance evaluations (which can be
ummarized dnder the concept of rationalization), and an adapred deci on-muakihg structiire
{which can be centralized or decenttalized).

in summary, the event portfolio has become a central part of ISFs' strategic and functional
early defined strategy or whethier it is the result of

model, Whether this model foliows a cl
histarical evolution and environmental circumstances depends on the federanon itself At
the samie time, each model cin change rapidly and for vanows ressons. The armval of 2 new
key decision-maker (c.g. president, general director, etc.) may for instance influence the
federation’s strutegy. Overall, federations have to face & number of new and complex challenges
related to the growing importance of, and demand for, major spott events. One of them 15
the'question of profic redistribution, Contributing considerably to the event profit, stakeholders
{i.¢, NSF, team, clubs, athletes, organizers) might claim their part in profit redistibution. To
svoid Friction with main stakeholders, building compromises becomes indispensable for ISFs.
Another challenge is that ISFs have to ‘manage their dependence on evenms. Unforeseen
elements such 23 event cancellation, securnity matcers, the decreauing appeal of the event/sport,
the concurrence of other sports, new events, and 5o on, may put their economic mode] ar
risk. Bused on these observations. 2 couple of smrung points for future research on the
importance of major sport events in ISFs’ strategic planning are proposed:

1. The question of ISFs’ event portfolio as a straregic tool.
2. The question of ISFs’ event ownership rights and organizing mode.
3. The question of ISFs’ redistribution model of event profits.
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