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Funding and sponsorship; the commercial impact of the 2012
London Olympic Games — some considerations

James Kenyon and Clive Palmer
(Liverpool Hope University)
(University of Central Lancashire)

Abstract

Since successfully gaining host city status for the 2012 Olympics in 2005, London’s
ability to accommodate such an event has been the subject of much debate in the media.
A significant part of this attention has focused upon the ever-increasing costs to host and
stage the Games in London (BBC News, 2008a, 2008b; BBC Sport, 2007; Booth, 2008;
Merrick, 2008; Neenan, 2008). The aim of this article is to discuss the commercial
relationships between Olympic sponsors, the IOC and the bodies responsible for
delivering London 2012 Olympic Games and to highlight any ethical implications
emerging. The focus will be on the contrasting tensions between world-wide and
domestic sponsorship for the Olympics. For example, the Los Angeles Olympic Games in
1984 changed the way in which Olympic sponsorship was conducted and the way in
which Olympic sponsorship programmes have evolved since then. The article will then
examine some domestic issues regarding the funding required to pay for the 2012 London
Games and the use of National Lottery money towards this. Ethical considerations
between the commercialization of the Olympics Games and the Olympic Movement are
also raised as these may conflict with concerns for public health and the Olympic Ideal
itself, now seemingly being underwritten and dependent upon the whims of commercial
sponsorship.

Introduction

With the exception of the International Olympic Committee (IOC), the delivery of the
London 2012 Games will fundamentally be the responsibility of two organisations; one
public sector body and one private enterprise organisation. The Olympic Delivery
Authority (ODA) is the public sector body, funded directly by the government. They are
responsible for the construction of the venues and creating an infrastructure for staging
the London 2012 Games. Cost estimates for the ODA budget when London won the bid
for the Olympics in 2005 were approximately £3.298bn (London Assembly, 2008) which
then rose swiftly to £4.036bn (National Audit Office, 2007) and most recently, a revised
ODA budget released by the Department for Culture, Media and Sport in March 2007
was £9.325bn. This budget will be made up from the Exchequer, who will account for
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£5.975bn. The National Lottery is expected to contribute £2.175bn, the Greater London
Authority (GLA) will account for £0.925bn and the London Development Agency (LDA)
£0.25bn (DCMS, 2007). However, as the Beijing 2008 Games drew to a close, concerns
were reported in the media that there could be serious deficits in the overall budget for
hosting the London Games in 2012 (Booth, 2008; BBC News, 2008a; BBC News 2008b).

The private enterprise organisation is the London Organising Committee of the Olympic
Games and Paralympic Games (LOCOG). LOCOG will receive its revenue entirely
through private subsidy and the IOC. Sponsorship will play a key role in LOCOG’s
funding of the London 2012 Games, as has been the case within the Olympic Movement
since the Los Angeles 1984 Olympics. Since the 1984 Games the increased dependency
of the Olympic Movement upon sponsorship has been reflected by the fact that
approximately a third of the IOC’s revenue comes from world-wide and domestic
sponsorship programmes (Lee, 2005; Stotlar, 2005 cited in Giannoulakis and Stotlar,
2006; I0C, 2008a). Currently, the Olympic Movement generates its revenue through five
major sources:

Table 1 - Current IOC revenue sources

Source Olympic Marketing Revenue | Olympic Marketing Revenue %
2001-2004 (US$) 2001-2004 (£)
Broadcast Fees $2,232,000,000.00 £1,230,166,800.00 53
TOP Programme $663,000,000.00 £365,412,450.00 16
Domestic Sponsorship $796,000,000.00 £438,715,400.00 19
Ticketing Sales $411,000,000.00 £226,522,650.00 10
Licensing $87,000,000.00 £47,950,050.00 2
Total $4,189,000,000.00 £2,308,767,350.00 100

(Source: International Olympic Committee (2008a) Olympic Marketing Factfile 2008)
N.B. All figures in the chart above have been rounded to the nearest US$1m by the IOC and all
figures have been converted to £ by the author at current market rates of US$1 = £0.55115

From this world-wide marketing revenue, the IOC retains approximately 8% for the
operational and administrative costs of governing the Olympic Movement with the
remaining 92% given to organising committees ‘... to support the staging of the Olympic

Games and to promote the worldwide development of sport’ (International Olympic
Committee, 2008a: 5).

Domestic sponsorship partnerships are also playing an increasingly important role for
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the 2012 Games since it is thought that LOCOG will need to raise roughly £0.65bn
through domestic sponsorship to host the Olympics. So far it has made agreements with
six official partners (BBC News, 2008c), including the likes of Lloyds TSB and Adidas,
in sponsorship deals worth at least £230m (Mathiason, 2008).

Olympic sponsorship and the national lottery

It could be argued that the first instance of Olympic Sponsorship (and probably sport
sponsorship) was evident in the Ancient Olympic Games, when chariot racing, °
usually the preserve of the aristocratic faction of Greek society’ (Barney, 2004: 35)
provided less wealthy individuals the opportunity to combine together and sponsor a
chariot team. In more recent times sponsorship has been described as a ‘strategic activity’
(Amis and Slack, 1999) during an event ‘... by one commercial interest in exchange for
large amounts of money and special types of promotion connected with the sponsored
activity’ (McAllister, 1998, cited in Lee, 2005: 127). In the relationship between sponsor
and sponsee, sponsors aspire to be positively associated with the public attention
generated by the sponsee (Meenaghan, 1994 cited in Martyn, Kossuth and Gillespie,
1998) and there is strong support that suggests that sport sponsorship, and particularly
Olympic sponsorship, can be very effective in meeting these aspirations (Papadimitriou,
Apostolopoulou and Dounis, 2008). Furthermore, sport sponsorship has been shown to be
an effective tool to alter and enhance a company’s image and reputation (Amis and Slack,
1999: 251); for example, Skoda cars and Timex watches feature National and Olympic
sponsorship associations to promote themselves. Miyazaki and Morgan (2001) note that
in Olympic sponsorship programmes, sponsors aim to draw upon the image and the aura
of the Olympics to market themselves as leaders in their field. Lenskyj (2002) believes
that the Olympics are organised to capitalise on the competition between multinational
companies for exclusive Olympic sponsorship status. This is an interesting statement as
some key assumptions may have been made; chiefly that Olympic sponsorship is indeed
exclusive and worth pursuing, followed by some shrewd business tactics by the IOC to
promote sponsorship as a means to their survival. Consequently, if Olympic sponsorship
is simply a means to an end for the IOC; a business concern, does it really matter who
sponsors the Olympics? This question may highlight the ethical conflict between what the
IOC stands for in terms of international ideals in sport and education etc. and how it
sustains itself to work towards these ideals. Perhaps, the reality is that the highest bidder
wins at the Olympic sponsorship auction, just as the highest jumper will win Gold in the
High Jump at the track. When survival (of the IOC) and profit (for multinationals) are at
stake can there really be scope for ethically appropriate sponsorship? That is, under what
conditions might the IOC accept a lower bid for sponsorship over a higher one? Various
sources have observed the increased dependency of the Olympic Movement on
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sponsorship which is said to account for between 30-35% of the IOC’s budget (depending
on the source) (Lee, 2005; Stotlar, 2005 cited in Giannoulakis and Stotlar, 2006; I0C,
2008a). It is thought that at the turn of the millennium, Olympic sponsors contributed
more than US$500m (£255m approx.) every four years to the IOC to assist in the running
of the Games (D’ Alessandro and Owens, 2001) that figure is now as high as £800m (see
I0C, 2008a: 1).

Prior to the 1984 Games in L.A. and following the boycotts of the 1980 Moscow
Olympics, political tension was rising and along with it, concerns for the costs of staging
the Olympics in Los Angeles (Nixon, 1998). Gruneau and Cantelon (1988) state that in
preparing for earlier Games financial ineptitude and corruption meant that the appeal of
hosting the Games suffered to such an extent that there were only two cities bidding for
the 1984 Olympics; Tehran and Los Angeles. Later, when Tehran dropped out of the race
the IOC had no choice but to award the 1984 Games to Los Angeles who were then
running unopposed. Easton (1994) points out that prior to the L.A. Olympics, most of the
revenue for staging the Games came from ticket sales, broadcasting rights and fees
imposed by the host city.

However, the general population of Los Angeles were not willing to pay for the Games
themselves. With the commercial viability of the Olympics now in question, the IOC had
no choice but to allow the city of Los Angeles to breach Rule 4 of the Olympic Charter,
which entrusted the financial responsibility of hosting an Olympic Games to the city itself
(Nixon, 1988). Consequently, the first private company responsible for staging an
Olympic Games was inaugurated, the Los Angeles Olympics Organising Committee
(LAOOC). As things have transpired, the L.A. Olympics have become a commercial
landmark in terms of sponsorship and funding arrangements, becoming the first Olympics
to be financed entirely through private enterprise with sponsors providing at least
US$100m (Brichford, 2002). The L.A. Olympics turned out to be hugely popular event
and a financial success, with a surprise surplus of around US$225m (Payne, 2006). This
allowed the organisers to subsequently set up the L.84 Foundation whose mission is to,
‘...serve youth through sport and to increase knowledge of sport and its impact on
people’s lives’ (LA84 Foundation, 2008). However, despite this, Eason (1984) cited in
Nixon (1988: 237) claims that the L.A. 1984 Games were ‘...an effective worldwide
advertisement for capitalism’. Commercialisation at the 1984 Olympics has attracted
criticism that a once-noble traditional festival was now corrupted by money and politics
(Tomlinson and Whannel, 1984). More cynical critics went so far as to nickname the L.A.
Games the ‘Hamburger Olympics’, where the only thing that was missing was the
hamburger-shaped Olympic swimming pool as sponsorship money from McDonald’s
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built the new swimming pool (Gruneau, 1984). However, despite such criticisms about
Olympic commercialisation, Tripodi (2001, cited in Dolphin, 2003) states that since the
Los Angeles Games, sponsorship has gained tremendous popularity with corporate
businesses such as McDonalds for whom the Olympics have been a valuable opportunity
to promote their brand.

Based on the financial success of the L.A. Olympics, and with growing interest
concerning the sale of broadcasting rights, the IOC set up a new commission responsible
for identifying revenue opportunities. A partnership between this commission and the
marketing company ISL (ISL Marketing Aktiengesellschaft) swiftly led to the creation of
The Olympic Partner (TOP) programme in 1985 (Girginov and Parry, 2005). The
modern-day TOP programme provides each partner with exclusive global marketing
rights to a designated product or service category (International Olympic Committee,
2008a, and Papadimitriou et al., 2008). Probably the best example of a TOP partner is the
Coca-Cola Company which has had the longest continuous relationship with the Olympic
Movement, sponsoring every Olympics since the 1928 Games in Amsterdam
(International Olympic Committee, 2008b). They were the first major international
sponsor to be recognised within the TOP programme (Pound, 1986). In total, the first
TOP Programme (TOP 1) attracted nine leading multi-nationals and generated around
$95m (Payne, 2006). In terms of the London 2012 Olympics, it is anticipated that a
considerable part of LOCOG’s budget for staging the Games will be met by sponsor
partnership agreements between the IOC and its TOP sponsors. This figure is thought to
be about 36% of LOCOG’s budget (DCMS, 2007).

The currently confirmed TOP Olympic partners for the London 2012 Games are:

Table 2 - TOP Olympic partners for the London 2012 Games

Coca-Cola Non-alcoholic Beverages
Atos Origin Information Technology Supplier
General Electric Select products and services from GE Energy, GE Health-

care, GE Transport, GE Infrastructure, GE Consumer &
Industrial, GE Advanced Materials and GE Equipment Services.

McDonald’s Retail Food Services

Omega Timing, Scoring and Venue Results Services
Panasonic Audio/TV /Video Equipment

Samsung Wireless Communications Equipment

Visa Consumer Payment Systems

(Source: LOCOG, 2008)
LOCOG’s relationship with the IOC will be critical for the success of the London 2012

Games and its operational budget for staging the Games is said to be approximately £2bn
(BBC News, 2006; GLA, 2006). This is made up from contributions from; the IOC (from
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the sale of broadcasting rights), its TOP sponsors, domestic sponsorship, official
suppliers, ticket revenues and licensing (DCMS, 2005). The LOCOG budget will cover:

. administrative costs;

. venue rents;

. operational costs of the athletes’ village;

. transporting athletes and officials;

. medical and support services and in-venue security.

(Greater London Authority, 2006)

Domestic sponsorship, it is thought, will account for approximately 30% of the budget
needed to stage the Games (DCMS, 2007). There will be three tiers of domestic
sponsorship. In the top tier there will be ten sectors where companies will have to pay at
least £50m for a six-year association with the London 2012 Games (GLA, 2006) and
according to BBC News (2006), when the second and third-tier sponsors are confirmed as
partners with LOCOG, there could be as many as 100 firms sponsoring the Games.

The ODA budget figure released by the Government: Department for Culture, Media and
Sport in March 2007 was £9.325bn and The National Lottery is expected to contribute
£2.175bn (DCMS, 2007). However, it is the National Lottery contribution which has been
under some doubt (London Assembly Economic Development, Culture, Sport and
Tourism Committee, 2008). Since the National Lottery Act was introduced in 1993, 28%
of the revenue has been donated to ‘good causes’ through official National Lottery
Distributors. This figure amounts to over £21bn (National Lottery, 2008). Sport has
received 16.7% of that 28% share of ‘good causes’ revenue since 2005, and 20% previous
to that (DCMS, 2006). Other ‘good causes’ including charities, health, education and the
environment receive 50% and the arts and heritage councils also 16.7% each. There are
currently 14 official distributors of National Lottery money. The distributors have been
set up by the Government to determine how funding is allocated. These include:

e Olympic Lottery Distributor www.olympiclotterydistributor.org.uk
e Arts Council England www.artscouncil.org.uk
e Arts Council of Northern Ireland www.artscouncil-ni.org
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Arts Council of Wales

Big Lottery Fund

Heritage Lottery Fund

Scottish Arts Council

Scottish Screen

Sport England

Sports Council for Northern Ireland
Sports Council for Wales
SportScotland

UK Film Council

UK Sport

www.artswales.org.uk
www.biglotteryfund.org.uk
www.hlf.org.uk
www.scottisharts.org.uk
www.scottishscreen.com
www.sportengland.org
WWWw.sportni.net
www.sports-council-wales.co.uk
www.sportscotland.org.uk
www.ukfilmcouncil.org.uk

www.uksport.gov.uk

The newest, the Olympic Lottery Distributor, was set up following London’s successful
bid for the Games and uses money raised by the National Lottery to fund, directly, the
delivery of the London 2012 Games (Wallis, 2007). However, with the rising costs of
delivering the Games, and the National Lottery’s £2.175bn target contribution to the
budget, it will mean that money is siphoned away from the other ‘good causes’ in favour
of the Olympics. This diversion of funds comes with the promise that they will be paid
back from the sale of the ‘Olympic Green’ site after the Games has been staged (National
Audit Office, 2007). The London Assembly Economic Development, Culture, Sport and
Tourism Committee (2008) states that this diversion will be as much as £1.085bn.

Mixed messages: implications for ethical sponsorship of the Olympics Games
However vaguely defined in the past, the values of the Olympics were at least given lip-service as
representing a pinnacle of sporting aspiration and human achievement. Now, under the influence of
extreme commercialisation, they have been debased to the point of becoming empty advertising clichés
(Milton-Smith, 2002: 20).

Many authors writing on the Olympic movement have claimed that the commercial aspect
of the Games now outweighs the sporting celebration (Beamish, 1993; Gruneau and
Cantelon, 1988; Lenskyj, 2002; Milton-Smith, 2002; Tomlinson and Whannel, 1984). It
is interesting to note that from the late eighties-onwards, these commentators were
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expressing serious concerns that the main objective for the sponsors was that the public
associate their products predominantly with the Olympics and the Olympic Movement
(Gruneau and Cantelon, 1988; Miyazaki and Morgan, 2001 cited in Dolphin, 2003).
However, McDaniel and Mason (1999) cited in Dolphin (1999) report that the IOC’s
refusal to entertain sponsor partnerships with tobacco and alcohol companies is because
these products are not considered harmonious with Olympic ideals such as health
promotion. However there are grey areas, such as the alcohol ban, which is now widely
interpreted as a ban just on ‘hard-liquor’. For example, many National Olympic
Committees (NOCs) engage in sponsorship with beer companies. The Beijing 2008
Games had three official beer suppliers: Budweiser, Tsingtao and Yanjing (Mathiason,
2008).

In newly-industrialized countries the expansion of the multi-national fast-food chains has
meant that these populations are changing their diet towards a higher intake of fat, sugar
and salt (Zimmet, 2000) and that there is also a marked increase in non-communicable
diseases in those countries, diseases such as obesity, cardio-vascular diseases, acquired
type II diabetes and cancer (Raoult-Wack and Bricas, 2002; Zimmet, 2000). Coca-Cola
and McDonalds are two companies that might be considered to be contributing towards
this trend. An ethical dilemma seems to emerge for the IOC who appear to have selected
partnership with wealthy sponsors who, by virtue of their product’s main ingredients,
contradict the IOCs own aims and ideals regarding health. Highlighting this contradiction,
there are a number of IOC publications which specify their commitment to world-wide
health promotion. For example:

The IOC and the WHO [World Health Organisation] are committed to encouraging the development of
sport and physical education so that they become an integral part of a lifestyle which protects and
promotes health and prevents illness and infirmity. (IOC/WHO, 1994 cited in IOC, 2000)

In the 1980s, academics were questioning the relevance of these products to elite sport,
and the Olympics specifically (Gruneau and Cantelon, 1988), with the obvious mixed
messages about leading fit and healthy lifestyles. However, by ignoring such well-
reasoned advice, the IOC and its sponsors appeared to have discovered an avenue of
mutual benefit and gain. ‘Survive and prosper’ might now be the new Olympic motto
where sponsorship and commercialisation are the real winners in the Olympic race. That
is, that without the sponsorship deals of mega-sporting events like the Olympics,
companies such as Coca-Cola and McDonalds might not have achieved the ‘market
penetration’ and global notoriety that they have experienced. Consequently, are the IOC
sponsoring their own demise by actively promoting such globally destructive and
‘dangerous to health’ products? Again, this is an interesting question to consider as large
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corporations do not spend this sort of money unless they are going to reach a major share
of their target audience. Most of that target audience will also have very little
participatory relevance to elite sport, but will still enjoy the spectacle. This may be in the
same way that each week several thousand overweight and relatively unskilled
individuals will pay to watch Premiership football, without ever being able to play the
game at a high standard. So, does the make-up of the audience have any effect on the
perceived quality of the spectacle? Does sponsorship from McDonalds and Coca-Cola
somehow legitimise a reliance on fast-foods on the basis that ...if it’s ok for them it’s ok
for me’? That is, on this particular count, there may be a genuine conflict between
lifestyle ideals with Olympic ideals, made harder to realise by the deceptive comfort of
sponsorship from familiar brand names.

The impact of financing the London 2012 Olympics

We need support not just at elite level but also with facilities to encourage youngsters to take up sport,
not just for the Olympics but for the general well-being of the nation. (Clegg cit. in Guardian, 2008).

Whilst LOCOG is looking at delivering the ever-ubiquitous ‘best games ever’, it has
stated that the money it raises from sponsorship deals cannot be diverted to help UK
athletic training preparations for the London 2012 Games (GLA, 2006). This issue of
‘non-diversion’ of funds has been aggravated by the fact that of the £600m that was
promised to UK Sport, the £100m needed from sponsors has been reduced to £79m,
which is proving very difficult too raise to date (BBC News, 2008b). So, where will the
money come from if not from sponsorship programmes? The Department for Culture,
Media and Sport (2007) recommend that the Government should cover the cost of any
projected shortfalls, but the Government has advised that under the terms of the new
National Lottery licence, more money will be raised for good causes like sport (BBC
News, 2008b). However, is funding the Olympics deemed a ‘good cause’ despite its
obvious involvement with sport? A serious implication may be that the sporting
competition at the Olympics is now incidental, a compulsory side show, which renders
available a huge commercial opportunity for multi-national companies and may even
boost a government’s plans for regeneration. For example, winning host status for the
2012 London Games has provided some useful impetus for the London Gateway Project
which was established long before a London Olympics was envisaged seriously. The
Gateway Project is an ambitious plan to regenerate the East End of London and the

Olympics are a convenient aspect of the regeneration plans for the area concerned
(Livingstone, 2005).

The contribution of National Lottery money into the UK economy has been huge; a detail
which is reflected by the fact that over £3bn of National Lottery money has been invested
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in sports across the UK since 1993 (Lottery Funding, 2008). In 2006, The Department for
Culture, Media and Sport announced that National Lottery money had created over 100
new swimming pools, over new 100 sports halls, 100 new athletics tracks, over 150
artificial turf pitches and nearly 200 new playing fields. The National Lottery contribution
to the London 2012 Games will be over two thirds of that £3bn figure. The chart below
shows the extent of diversion of National Lottery revenue and how National Lottery
proceeds will be funnelled into the budget of the ODA.

' ' Olyrepic
Proceeds from Lottery
Olympic Distribution
Lottery Gares Fuxd
A

Hon-Olympic

Figure 1 — Diversion of National Lottery funding to the London 2012 Olympics. Adapted
from: London Assembly Economic Development, Culture, Sport and Tourism Committee
(2008)

The price of hosting the London 2012 Games could be to divert money from grass-roots
sport. It has been reported that budgets for local sports bodies have been reduced by £70m
in order for London to deliver the Olympics and that £540m of National Lottery money,
that would have been earmarked for grassroots sport, has already been diverted to the
Games (Merrick, 2008). Consequently, the shadow cabinet have accused the Government
of ‘...raiding grassroots sports budgets’ (BBC News, 2008c) in an effort to fund the
Games. Some critics are quick to point out that the Olympics are only exacerbating an
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issue that existed long before London even won the bid for the 2012 Olympics, °...Grass-
roots sport has long been under-resourced and we’ve been talking about it long before we
had the Olympics to blame (SportsAid’s Tim Lawler speaking to BBC Sport in 2007).
The culture secretary’s ambitious plans to offer all young people in the UK 5 hours of
sports coaching per week by 2012 (Mulholland, 2008) seem almost a contradiction in
comparison. Especially given that in the run-up to the London 2012 Games, the
Government is contributing £5.975bn to the ODA budget to provide the infrastructure for
one sporting event whilst it has only invested £1.5bn in school sport since 2002
(Mulholland, 2008). Evidence of this kind, echoes comments from Gruneau and Cantelon
(1988:164) who criticised the commercialisation of the L.A. 1984 Games, ‘... a highly
specialised and commercially-orientated elite sport is being supported here, not the form
of recreational sport for the broadest possible number of participants’. Is this the legacy
that the IOC and LOCOG want to create?’

Conclusion

The intention of this article has not been to cast Olympic funding programmes in a poor
light, but more to flag-up their international and domestic implications. There have been
positive beneficiaries of Olympic sponsor partnerships, including the LA84 Foundation
and the Olympic Solidarity programme which are examples of Olympic Legacy helping
to realise some of Coubertan’s Olympic Ideals such as developing education and
international understanding. As the economic climate for international sport has changed
so sponsorship has come to make a critical contribution allowing the Games to continue
as a pinnacle for sporting endeavour for many athletes. This is however, to the extent that
the IOC may now be totally dependent upon it, as acknowledged by Dick Pound, Vice
President of the IOC:

Take away sponsorship and commercialism from Olympic Sport and what is left? A large,
sophisticated, finely-tuned engine developed over 100 years with no fuel (Pound, n.d. cited in Hodder,
2001).

At the core of this statement from Dick Pound there seems to be a conflict of ideals
between ‘ideal’ lifestyle messages and Olympic ideals concerning education, health
promotion and international understanding. Sitting somewhere between these ideals are
the demanding practicalities of funding the largest sports event in the world and assuring
its survival into the 21st Century. The message, as a result of commercial trends on a
global scale seems to be that we should endure the ethical contradictions in the short term,
in order to stage the Olympic spectacle and then to realise the positive legacy that the
Olympics can provide. If this is the case, are the IOC sponsoring this deception
themselves, merely in order to survive?
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Closer to home, in preparing for London 2012, there could be a negative social impact
from diverting National Lottery money away from the other ‘good causes’ which could
have a detrimental effect upon local and, particularly, ‘at-risk’ communities of the UK. A
key consideration now may be for the domestic bodies involved with delivering the
Games to find an acceptable balance between commercial sponsorship and National
Lottery money that might allow people to genuinely enjoy the Olympic celebration of
sport in 2012 rather than enduring them like an unwelcome visitor.
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