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In many cities throughout Europe, sport is increasingly being used as a toekcémomic
revitalisation. While there has been a growth in literature rafgtto the specific economic
impacts of sports-led development, including professional sports facilidams and sports
events, limited research has been undertaken on the contribution of thespbdte sector to
output and employment. In the United Kingdom (UK), studies have focused oniegalpatt-
related economic activity at the national level, yet despite threasmg use of sport for local
economic development, little research has been undertaken at thevelty This article uses the
National Income Accounting framework to measure the economic importanspodf in
Sheffield, UK. It shows that value-added in 1996/97 was £165.61m or 4.11% of Grossid®omes
Product (GDP), approximately twice the amount predicted from curr@ndmal estimates. The
article argues that this can primarily be explained by previous studiesrsestienating the
economic importance of sport, largely due to methodological reasons. It goeswuggest that
future research on the significance of sport should be undertaken at thddeehto provide
policymakers with information at the spatial level where regenergirogrammes are being

implemented.

In recent years, many countries within Europe have recogniaedpbrt can potentially
contribute to economic and social regeneration. As a result, ltherbeen a proliferation of
cities adopting sports-led urban regeneration strategieshe b, Sheffield, Birmingham and
Glasgow are three examples of cities that have invested eoasid resources in sporting
infrastructure to revitalise declining economies, previously domihaby traditional

manufacturing industries.
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While there has similarly been an increase in research onctimoraic importance of
sport throughout the 1990s, little attention has focused on the ecormenaf sport at the city
level. Although studies on the economic importance of sport in the UK ez carried out
since the mid 1980s (Henley Centre for Forecasting, 1986), thesddrgely been undertaken
at the national and regional level, with only one study carried otlieatocal level (Henley
Centre for Forecasting, 1989). Moreover, this was undertaken in Bracknell and taleaWirso
not carried out within a city. Thus, while many local authoritied aconomic development
agencies are advocating the use of sport for regeneration purposess tlraited evidence to
support this policy.

This article will focus on empirical research carried outnteasure the economic
importance of sport in Sheffield, UK. For most of the twentieth wgnthe economy of
Sheffield was dominated by steel and heavy engineering. Wow®llowing the recession of
the 1980s and the subsequent widespread job loss within the city,whera shift in the
regeneration and renewal strategy of the city away fragittonal manufacturing to a property
led service orientated approach (Dabinett, 1991). Sport, leisure arsitovere adopted as part
of the regeneration theme for the city in 1987 and investment in cuhidtedtries was leveraged
as part of the re-imaging and marketing strategy for tiye dihe successful bid to hold the 1991
World Student Games played an important role in this strategtharglibsequent investment of
£139 million in sporting infrastructure, together with a further £600anilin associated leisure
and cultural facilities by the early 1990s, contributed signiflgand Sheffield’s urban
revitalisation. Despite this investment, no research has beésdcant to evaluate the short or
long term impact of sport on the city.

This article will present the first comprehensive economic evaluation ofabe city
levef in the UK. It will firstly give an overview of previous research carriedoouthe

economic importance of sport, followed by an outline of the analytical frameworkarsed f

% The city is far from a monolithic entity. Rather, urban spaces reflect aredrde
typology ranging from global cities through major to regional cities. T$wareh presented in
this article does not claim to represent a particular type of urban form. Maqrgaoser

European case study of the total value of sport to a local economy.



measuring sport in Sheffield. It will then go on to demonstrate that the ecoingpoitance of
sport in Sheffield is considerably larger than the contribution the sports indwtes o Gross
Domestic Product (GDP) at the national level in the UK. The article willeattgat the principal
reason for this is that previous studies have under-estimated the economic inepafr&puot,
largely due to methodological reasons. Finally, it will evaluate the métrying out
economic evaluations at the local level and argue that research at tlsislepaitis the most

relevant for informing policy makers about sport and economic regeneration uiuhe f

M easuring the Economic I mportance of Sport: Previous Research

Until the early 1980s, very little work existed on the economic impact and impodance
sport, despite its increasing prominence in the international economy as grtavtjearea
(Collins, 1991). However, since this time, a highly diverse body of internatiomatuite has
developed in the area of sport and economics.

In terms of the European literature on the economic importance of sport, two dominant
strands have developed. The first, on the contribution of the sports industry to output and
employment and the second, on the economic impact of sports events. While tiueditara
events has relevance for this research as a component of sport-related eeatigity, it is the
former literature on the economic importance of sport as an industrial seuic,isvessentially
the most relevant to the context of the study.

In addition to the European literature, a considerable amount ofckdess been carried
out on the economics of sport in North America. A large proportion ftlugses on the
economic impact of sports stadiums and professional sports tédmescity level (Baade, 1995,
1996; Danielson, 1997; Noll & Zimbalist, 1997; Rosentraub, 1997). Within thditeaature on
professional sports in North America, there exists a considdradle of work on the economic
benefits of major and minor league sports to communities (ColclouggileDback, & Sherony,
1994; Euchner, 1993; Johnson, 1991, 1993; Rosentraub & Swindell, 1991) and the relative
merits of public development and subsidisation of sports stadiums (Ba2ge, 1988a, 1988b,
1990; Chema, 1996; Shropshire, 1995; Rosentraub, 1996, 1997; Swindell & Rosentraub, 1998)



In comparison to the European literature, limited acadensieareh in North America
has been carried out on the contribution of the whole sports sector to ec@uinity. With
the exception of studies such as Meek (1997), which focused on sptetiretonomic activity
at the national level in the US and Rosentraub, Swindell, Pisigbgand Mullins (1994), which
evaluated the sport-related economic development strategy pursustidnapolis in the 1980s,
the economic activity generated by both professional and amatews bperteceived relatively
little attention. While comparisons can be made between Roserdtaalb (1994) and the
research undertaken in Sheffield, and these will be discussedlaber article, it is essentially
the studies that have measured the economic importance of spolibusvaanropean countries
that are most relevant to this research. Unlike much res@arblorth America, with the
exception of those aforementioned, the European literature tends tonfoceisholistically on
measuring the contribution of all sporting activity to output and emmpboy. Furthermore, as
will be discussed later in the article, the methodology usedamyrof the European studies is
broadly consistent with that used in the Sheffield research. Vowm contrast to the North
American literature, many of the European studies, includingetbagied out in the UK have
been undertaken at the regional and national level rather thantyhewal, thus making the
contribution of the empirical study detailed in this article a unique Europeanasdollowing
review will now outline existing literature on the economic impwreaof sport in Europe and
particularly the UK.

Research on the economic importance of sport as an industrialisdétoppe emanated
in 1984, when the Council of Europe Committee for the Developmenpat Sommissioned a
study to analyse the economics of sport in the member sftees( 1989). This report was
based on current or existing work in a number of countries within Ew@naghéts principal aim
was to make international comparisons. Countries participating istuldg included Belgium
(French and Flemish communities) Denmark, Finland, France, Ger(famerly the Federal
Republic of Germany), Iceland, Netherlands, Portugal and the Ul. aith of this pioneering
study was to investigate the importance of the sports industrtheneconomies of the
participating countries and then to compare these results. Wb#s-gational comparisons
proved problematic for a number of methodological reasons, the rembrtodiribute to
increased knowledge on the economic role of sport at the nationawlighim the individual

countries.



In 1992, the Council of Europe commissioned a follow up study to the Jones Report. The
approach of this was entirely different to the previous study inatlstandard questionnaire was
produced to "...increase the homogeneity and comparability of tlee bddtveen Council of
Europe member countries” (Andreff, 1994, p. 8). This approach proved limitedto
restrictions of available data in the participating countries topteta the questionnaire and
although it increased the comparability of research between meales, it did not particularly
lead to a greater understanding of the structure and importanperofnsthin those countries
that took part.

Since the initial studies carried out in the member statesfahaed part of the Jones
Report, subsequent national European studies have been undertaken in a nwuobatriek.
These include Belgium (Taks & Kesenne, 1999), Croatia (Bartoluci,)1BP@nmark (Riiskaer,
1992), Germany (Ahlert, 2000; Federal Institute of Sport Sciencéhandlinistry of Culture of
North Rhine-Westphalla, 1992), Italy (Brunnelli, 1992) and the Netherla@tt¥erfbroom,
Hopstaken, & van der Meer, 1996).

In the UK, following the initial study that formed part of the Jones Repornléje&entre
for Forecasting, 1986), various Sports Councils also commissioned a subsequent number of
studies on the economic importance of sport. As shown in Table 1, nine studies of the economic
importance of sport have been undertaken in the UK, the majority of which weeel carr at
the national or regional level.

Insert Table 1

In all of the UK studies, the principal aim was to provide a ‘snapshot’ of the role of sport
in the economy. While they were successful in achieving this, the studies haveessince b
criticised for the reliability and validity of data, together with tiimg various aspects of sport-
related final expenditure, such as sports tourism and sports events (Leisuneetméesdearch
Centre (LIRC), 1997a). However, problems with data reliability and validéyar unique to
the UK studies and these difficulties have also been experienced in other Eurapes) as
illustrated by Jones (1989)

...the quality of the data is highly variable. Some figuresdamved from statistically

significant surveys; others are very rough guesstimatethdyesearchers....the data

made available did not come in the form of 10 neat reports. Much oiftiieation was



gathered from personal discussions and correspondence with policysmdke result

being a great deal of highly variable data of a partial nature. (p. 13)

Collecting data to satisfy the requirements of macro-economic approastesumpact
analysis is difficult. Nevertheless, many of the problems regardingelethility and validity
such as sampling, poor responses rates and deriving sport-related expemafituaeger
expenditure categories in published data, can be improved at the local level thronagly data
collection. Despite this, in the only local study carried out in the UK, the HenleyeGent
Forecasting (1989) essentially replicated the data collection prosadsed at the national level.
Aside from the voluntary sector, attempts to improve upon the weaknesses of dataerality
limited. Although primary research was conducted, sample sizes and regieaseare poor,
particularly for the commercial sport and non-commercial sport sectors.

In summary, while a considerable body of research exists within Europe on the econom
importance of sport, the scope of this is limited in two ways. Firstly, the mapbtitys has
been undertaken at the national level and while this provides a broad overview of the economic
activity generated by sport, it provides limited information to policy maketise city level,
where local economic development strategies incorporating sport are gilemiented.
Secondly, the quality of data that has been used in these studies is highly vadal#ste
numerous studies being undertaken at various spatial scales, this remaim@scdnvaakness.
The empirical research detailed in this article aims to contribute tdeheglire by firstly,
providing a European case study on the economic importance of sport at the tapdeve
secondly, improving the reliability and validity of existing data sourced mseconomic impact

analysis studies.

A Methodology Applied to Sport

A variety of methods have been used to estimate the economic ingeodithe sports industry.
All of the UK studies discussed earlier in the article, with éxception of Pieda (1994), have
used the National Income Accounting (NIA) framework, as did Ressa Valtonen, and
Pekurinen (1989) in the Finnish national study and Taks and Kesenne (1996@) second

Flanders report. Alternatively, most other European studies thaabdapted a macro-economic



approach to measure the contribution of sport to GDP have used Input-@uépydis (Ahlert,
2000; Kesenne, Coulder, & De Maesschalck, 1987; Kops & Graff, 1986; Vasld? iRkijen, &
Velthuijsen, 1988).

While many studies in tourism and the arts have used various ¢oypdsiltiplier Analysis,
including Keynesian and Input-Output multipliers, for measuring tma&mic importance of
these industries (Fletcher, 1989; Fletcher & Archer, 1991; Getz, 1991; Hall, 1992 sHL§94;,
Jackson, 1986; Myerscough, 1988a, 1988b, 1988c, 1988d; Sinclair & Stabler, 19971 &inclai
Sutcliffe, 1988), this method alone has not been used to measure the ecomponiance of the
whole sports sector. Although Pieda (1994) used an employment muliipéstimate indirect
and induced employment for the Northern Regional economy, they at$dnpss-Output tables

to calculate value-added of sport-related activity. Multiphealysis, in its various forms, is
more commonly used for measuring particular components of thes spoustry such as sports
events, professional sports teams and sports stadiums (Burgan & 0A88s,Burns, Hatch, &
Mules, 1986; Gratton, Dobson, & Shibli, 2000; Hefner, 1990; Johnson, 1993; LIRC, 1997b;
Mules & Faulker, 1996; Noll & Zimbalist, 1997; Rosentraub & Swindell, 19R8sentraub,
1997).

Impact analysis at the local level: Justification of methodology

The methodology adopted to estimate the economic importance ofisgineffield was the
National Income Accounting Framework. This approach was considerdmk tthe most
appropriate method for a number of reasons, which will be discussed setition. While it is
beyond the scope of the article to critically review the mmeasent tools that were not used in
this research, this section will nevertheless indicate whyetesthods used to estimate the

impact of sport in previous research were not appropriate for the Sheffielduzhse s

The aim of this research was to estimate the economic tamper of sport in Sheffield
and to achieve this it was necessary to choose a method thaedrtAlysomplete interaction of
sport in the economy. A justification for using the NIA frameworkswlaat it provides a
baseline calculation of the actual direct contribution of the spotbrséo output in the local



economy and was therefore an appropriate method for satisfyirapjipetives of the research.
Furthermore, it was the most conservative approach of those udied literature, as it limits
itself to measuring the direct impact of sport, rather than the wider isnpadther sectors.

A reason that the NIA framework has been used for measuriregtim®mic importance
of sport at the national level in the UK and other countries in Eurepleat a large proportion of
the data can be obtained from published sources. While many of thesessare not available
at the sub-regional level, the data requirements of the Nirhdwork are considerably less than
for other methods such as Input-Output. Therefore as shown by the Heefdxe for
Forecasting (1989), it is feasible to collect primary datheatocal level. This was an important
consideration when choosing a method, given the lack of published datassauthes spatial
level.

The NIA framework is based on the derivation of GDP and one of the prebigth
using this measure is that double counting can often occur when congpdirggics (Harrison
Smith, & Davies,1992). However, use of the NIA method involves the derivation of séctor
accounts. These show the income and expenditure profiles of eamhadebe sports economy
and the monetary flows between these. This transparency reétdegeoblem of counting the
output of the economy twice as intermediate inputs are visible (LIRC, 1997a).

While LIRC (1997a) and Ahlert (2000) have shown that it is possiblegasuare the
economic importance of sport at the national level using the Input-Onrigiltod, it was an
unsatisfactory method for determining the economic importance of spbet lactl level. There
were no Input-Output tables available for the local or regional ecpmor8heffield and South
Yorkshire and creation of local Input-Output tables specificallyHerresearch was not feasible.
Although partial Input-Output tables can be derived, or assumptions carade about the
national tables, these adjustments would have significantly reduceslitiielity and validity of
the data used to estimate sport-related economic activity. Fuadhe existing UK Input-
Output tables relate to 1990 so the data would again need to besddjpisimeasuring the
economic importance of sport in 1996/97. The Input-Output method was conseautrdly
suitable method for measuring the economic importance of sport in Sheffield.

Similarly, Multiplier Analysis was not considered to be an appatgrmethod for

estimating sport-related economic activity in Sheffield. @ratind Taylor (2000, p. 28) argue



that “...there is a fundamental issue of whether it is appropatse a multiplier approach to

estimate the economic importance of a specific industry such as sport”.

Multiplier Analysis is used to measure the effects of an ahditiinjection of spending into the
local economy. It shows the direct, indirect and induced effecta specific change in
expenditure. Therefore, while it is an appropriate method for timaat®n of the economic
impact of events and professional sports teams, as these gaadional income, expenditure
and employment to the normal flow of expenditure in the local econibmsynot appropriate to
treat all expenditure associated with sport, as additional inwtiys(Gratton & Taylor, 2000;
LIRC, 1997a). Furthermore, while it is not the purpose of this articl engage in these
controversies, it is relevant to note that Multiplier Analysis baen subject to a number of
criticisms, largely on the basis of over-estimation (Baadey& D988a; Crompton, 1995; 2001;
Hughes, 1994; Johnson, 1993)s a consequence of these issues, Multiplier Analysis was not

considered to be an appropriate method for the research.

This section has provided a justification for using the Nationabnirc Accounting
framework and in doing so, outlined the main reasons for not using Input-Q@uighddultiplier
Analysis at the local level. It is important to note that tH& Kamework limits itself to
measuring outputs, rather than hypothesising about the behaviolaabngtips between
different sectors of the economy. Thus, by taking the NIA apprdacs study limits itself to
methodological issues surrounding the measurement of activity, rdthar the issue of
interdependence of different sectors. While this in some waytslithe scope of the study, it
produces results which are usable by practitioners with differemide range of views. The
following section will now give details of how the NIA framewowas applied to the sports

sector in Sheffield

The National Income Accounting (NIA) Framework: Measuring the sports sector in
Sheffield

The principles of the NIA method were established by Cambridgroedst Richard
Stone in the 1930s and are based around the derivation of GDP. Thevdrantasically



measures the monetary flow of goods and services produced in an ecor®Dfy can be

measured in the following three ways (Central Statistical Office, 1996, p. 2

e as the total of ailncomes earned from the production of goods and services;

e as the total of alexpenditures made either in consuming the finished goods and services
produced or in adding wealth less the cost of imports;

e as the sum of thealue-added by all activities which produce goods and services, that is their

net output.

The choice of precisely which method to use is essentiallyndieted by the availability
of data and the objectives of the research. Taks and Kessene (1993%heisexpenditure
approach, while the UK studies (Centre for Advanced Studies irsdloeal Sciences, 1995;
Henley Centre for Forecasting, 1986, 1989, 1990, 1992a, 1992b; LIRC, 1997a; Pieda, 1991) and
Finland (Rissanewet al, 1989) adopted the output approach, whereby GDP was calculated by
measuring and adding up the value-added of the various sport-figla®ednd enterprises in the
country. Although Jones (1989) argues that the UK adopted the ‘expendiethod’, the
Henley Centre for Forecasting and other studies have actuellyTital Final Expenditure on
sport to identify sport-related economic activity. They have thésuleéded the GDP of the
sports sector by measuring the value-added of the various sfaieer firms in the country or
region. This research also adopted the 'output approach’, primardyseemost data was
available in this form.

To analyse the economic importance of sport in Sheffield, sporédetgbnomic activity
in the city was divided into seven sectors based on the UK National Accounts. Theseewve
e Consumer sector,

e Voluntary sector;

e Commercial Sport sector;

e Commercial Non-sport sector;
e Local Government sector;

e Central Government sector;

e Outside the area (Sheffield).



Income and expenditure profiles were derived for each of the sewtors and sectoral
accounts, such as those shown in Table 2 and Table 3 for the voluntary wece created to
show the monetary flows between these.

Insert Table 2 & 3

The sectoral accounts not only showed the flow of funds between tbessgicthe sports
industry in Sheffield and the types of industries dependant upon spendpgrt, but also the
imports and exports outside the city economy. Each of the sevemnsseetre both exhaustive
(i.e. in combination cover all sport-related activities within tbenemy) and mutually exclusive
(i.e. each firm or consumer was located in only one sector).

The sectoral accounts are essentially a flow-of-funds frarleand not a calculation for
measuring sport-related economic activity. To determine thiseyadded was estimated in
each output-creating sector. Value-added is the difference lmethve®alue of the sport-related
goods and services produced and the costs of the intermediate inpuits psElucing them. It
is calculated by:

Value-added = wages and salaries + factor surplus (profit)

where

Factor surplus = factor income - factor expenditure

Value-added was therefore calculated as wages and salarsearpl further excess of output

value over production costs.

Data Collection

There were two stages to the process of determining the economitcaigefof sport in
Sheffield, using the output approach of the NIA framework. Theiest the identification of
sport-related economic activity in the seven sectors highligh®dagusly and the second was
the derivation of the sectoral accounts and the calculation of adhied. It was not possible to
collect primary data in all seven sectors in Sheffield, tbeeethe voluntary, consumer and

commercial sport sectors were targeted. These were chosearilyr due to the lack of



published data at the local level in these sectors. In additionnt@ngrresearch, secondary data
was also collected in the other sectors of the NIA framewsikg published data sources,
including the Family Expenditure Survey (FES), local authority budigéd, and company

accounts.

Data was collected in the consumer sector using a postal sutviel, was carried out in
two stages. Part A was sent out to a sample of 5079 She#wttents randomly selected by
computer from the electoral register. The focus of this sumasysports behaviour. Part B was
sent to 437 respondents of Part A, who agreed to take part in a tglowestionnaire and had
taken part in sport over the last 12 months. The focus of Part B was consumer spending on spor
Both Part A and Part B were administered in two samples tmuatdor seasonal variations in
sports participation and expenditure. A response rate of 23% and 57&btaased for Part A
and Part B respectively. Part A was found to be slightly ungeesentative of female residents
and those aged 18-24, and was thus weighted accordingly at the aggregation stage.

The voluntary sector was also sampled using a postal survey. All 1046 voluntary sports
clubs and associations in the city were sampled and 262 responses were obtainediallThe act
number of responses represented a significant improvement on those obtained in previous
studies, both in terms of the number of clubs and the range of sports represented. Previous
responses have ranged from 14 in Bracknell (Henley Centre for Forecasting, 1989)nt¢h232 i
national study (Henley Centre for Forecasting, 1992a).

The commercial sport sector was sampled using a rangeclufiq@es. Professional
sports clubs and commercial leisure facilities/clubs wemapkad using a postal survey.
However, due to the poor response rate obtained in previous studies, chamgacompanies
were sampled by a postal survey or personal interview and nigtallitlets were sampled by a
telephone survey or personal interview. All the known population in the alabegories were
sampled with the exception of the sports retailing category, Wwbioh 50% of the population

was sampled. A total of 135 surveys were distributed and 69 responses were obtained.

TheBase M od€

To compare the economic importance of sport in Sheffield with splated economic
activity in the UK, a base model was derived. The base mod8heffield was estimated using



the LIRC spreadsheet model for the economic importance of sporhglariel (Gratton &
Kokolakakis, 1997). This was calculated on a pro-rata basis using thafjapuf Sheffield,
the number of households in Sheffield and the percentage of Englanchéfil® represents
(based on total population).

The function of the base model was twofold. Firstly, it gave ahmark estimate of
sport-related economic activity in the city, if Sheffield vggical of the rest of England and
thus enabled the findings of the research in Sheffield to be compattedesearch at the
national level. Secondly, it provided a source of information to compheteincome and
expenditure profiles of the NIA framework, in those sectors wipem@ary data was not
collected and secondary published sources were not available $postirelated items. Since
the England model represented 1995, a price inflator based on theoregiindex (RPI) was
used to estimate the base model for 1996/97.

The Economic I mportance of Sport in Sheffield: Results

Value-added of sport-related economic activity in Sheffield, 1996/97 was teditocbe
approximately £165.61 million. In absolute terms, this was almost twice as satye lzase
model, which predicted that sport in Sheffield would contribute approximately £86.15 nullion t
the economy in the city if it were typical of the rest of England. Table 4 shows a breagtow
the five sectors generating value-added in the Sheffield economy, togethénevpredicted
value-added from the base model in these sectors.

Insert Table 4

In terms of the actual data collected for Sheffield, the ceraial non-sport sector was
the largest sector of sport-related economic activity, geingr£89.91 million or 54.3% of all
value-added from the sports economy. The second largest sectohevaesmmercial sport
sector, which contributed approximately £66.68 million. Together,cttramercial sectors
accounted for almost 95% of all value-added. This was consideyaaier than the base model
predicted and greater than recorded in previous studies, wherebyadalee has varied between
53% in the Wirral (Henley Centre for Forecasting, 1989) and 74% imts recent UK study
(LIRC, 1997a).



In comparison to the base model, it can be seen from Table 4 tlzatttiaé measures of
value-added were larger in the commercial sport and commerciapoohsectors, but lower in
the voluntary, local government and central government sectorsheFudre, although not
recorded in the table, consumer spending on sports goods and sengtedfield was £236.74
million, which was 2.5 times greater than the base model prediEteimination of these trends
also showed that the largest difference between the actual alctguiedata was in those sectors
where primary research was undertaken, namely the comm&poid) voluntary and consumer
sector.

Table 5 shows the GDP of Sheffield in 1996/97 and the total output of several industrial
categories within the economy. The total GDP of Sheffield in 1996/97 was £4,030.48 million,
thus sport-related activities accounted for approximately 4.11% of GDP. tingeé&ms, this
was almost three times larger than the proportion of sport-related value-addedJK
economy in 1995, which was 1.61% of GDP (LIRC, 1997a).

Insert Table 5
While the purpose of Table 5 is to put the size of sport-related -adlled into

perspective, caution should be exercised when comparing the value tafetqed output with

other industries, as these may also include an element of spoedredutput in their total
figures. Nevertheless, it can be seen from the table that lsg®ra similar output to other
industries that have traditionally been the focal point of local ecanpaticy in Sheffield. The

value-added of sport-related economic activity at £165.61 million etegréhan the industrial
sectors of transport and food, drink and tobacco, but less than key corssimegs such as
retailing.

The South Yorkshire Region has been designated an Objective On&vlaickameans
the per capita GDP is less than 75% of the European Union (EWAgave Therefore, the
relative importance of sport in Sheffield may appear to batgrehan the contribution of sport
at the national level, as a result of the economy in Sheffieldyheeaker in other industrial
sectors. However, in absolute terms the value-added of sport-reled@@mic activity in
Sheffield was still twice the level predicted from the baseleh The reasons for this will now

be examined



Explaining the Significance of Sport in Sheffield

The previous discussion has revealed that the economic importasigerbin Sheffield
was considerably different than anticipated by the base modet sé&htion of the article will
explore the reasons for this and will argue that sport-relatedoedc activity was larger in
Sheffield for three reasons. Firstly, existing researckhe economic importance of sport in the
UK has essentially underestimated the value of the sports induStegondly, the Sheffield
research was the first to be carried out in a city, unlike prewtudes in the UK, which have
incorporated both urban and rural areas within the geographical basmaérihe research.
Thirdly, sport-related economic activity in the commercial ssectwas above the national
average in Sheffield, largely as a consequence of above average epspemding on sport in
the city.

Re-evaluating the Economic Importance of Sport at the National L evel

Although the overall significance of sport in Sheffield was gretditan the base model
predicted, the findings have shown that while some sectorslargier than anticipated, others
such as the voluntary sector were less important. There isneeide suggest that one of the
main reasons for these findings is that previous studies on the ecangoitance of sport in
the UK, such as that from which the base model was derived, a®urate. The following
discussion will argue that this is largely due to the rdlitgband validity of data used in these

studies, together with the omission of sport-related economic activity fromgaggpleestimates.

Data reliability and validity

Earlier in the article it was highlighted that one of the long-standing preldéstudies
on the economic importance of sport, both within the UK and throughout Europe, has been the
quality of data used to estimate sport-related economic activity (Jones] 1R89;1997a).
Studies carried out at the national level in the UK have the advantage that thestlata is
available from published sources. However, all have incorporated some primarghesaich
of which is highly questionable in terms of reliability and validity.



Most studies in the UK have carried out primary data collection in the voluntaoy sec
and the difference between the actual and predicted data in this sector waga@olesidée
base model predicted that the voluntary sector would account for approximately £1384 mill
or 15.5% of total value-added. In actual fact, the primary data revealed thatitiutedtjust
£2.90 million of value-added or 1.8%. The base model estimates of the voluntary sector were
derived from the Henley Centre for Forecasting (1992a), which sampled 600 rudlubisiya six
different sports. In comparison, this research sampled 1046 clubs, across 34 djifferenand
received responses from 27 of these sports activities. The six sportsdbletiie Henley
Centre were chosen for their high level of expenditure and the popularity of theyadti
addition, they were sampled from governing body handbooks. These procedures for sampling a
the national level do not reflect the diversity of the voluntary sector for exangben within
this research, or the smaller clubs shown to constitute a large part of thé sectaalin
Sheffield.

Furthermore, the Henley Centre for Forecasting aggregated the volwettoy sy
grossing up the 232 responses received and adding an extra 20% on for other sports. LIRC
(1997a) argued that this estimate was little more than a guess. Thisheseaontrast to the
base model, sampled all sporting activities which were represented itythadiaggregated up
on a sport by sport basis to ensure that the sector was fully represented. uksod thes
techniques used for aggregation, the voluntary sector in Sheffield was found to beasitinif
smaller than the base model suggested, providing evidence that previous esfithates
voluntary sector have been largely exaggerated.

In contrast to the voluntary sector, estimates of consumer spending on sporfigidShef
were found to be considerably greater than the base model. Although there weractdher f
that contributed to this, such as the omission of items of sport-related final experttie
methods used to collect the data were also a determinant.

Estimates of consumer spending on sport in the base model were largely derived from
published sources, while this research used a consumer survey. Similar resubitssey found
in other studies that have collected data on consumer expenditure, using survey rmethods.
Pratique Sportives En Communaute Francdis@85), Pieda (1991) and Lamb, Asturias,
Roberts, and Brodie (1992) are examples of research that has collected data i@lespdrt-



consumer spending. Each of these studies used a consumer survey and each revealed that
expenditure was considerably greater than other studies using published sources.

The evidence provided by the Sheffield consumer survey and thditareure suggests
that when consumers are actually asked how much they spend on sperfpund to be
considerably more than when estimated using general household ¢xpesdiveys in the form
of published sources. Although many of the sources used to estimateneorspending on
sport in the UK, such as Family Expenditure Survey, are relialdesdairces, as the following
discussion reveals they are arguably not actually valid measfireonsumer expenditure on
sport.

The use of many published sources often requires assumptions to béondadee the
sport-related component from larger expenditure categories. x&ompée, expenditure on sport-
related travel for watching sports events was not direatiylable from the National Travel
Survey in the national study (Henley Centre for Forecasting, 1992erefore, it was assumed
that consumer expenditure on this item, which was included in the ‘entertainmentmiiviiy’
sub category, would have the same weighting as ‘spectator sports admisarges’'dn the FES
spending category ‘theatres, sports events and other entertaint@édsdy the validity of using
such data is questionable and likely to yield quite different reutteose obtained directly from
a consumer survey. There are many examples in the base mddé oferived from published
sources in this way and it is likely that this has contributetiadaifferences shown between the
actual and predicted data.

Excluding items of sport-related economic activity

Previous studies in the UK have excluded a number of items of sport-related economic
activity, which are considered to be a component of the sports industry in othef fiartepe.
The omission of such items from base model, that have otherwise been included indahtf rese
has therefore contributed to the differences shown between the actua¢dictedrdata for
Sheffield. Sports events and consumer spending on food and drink while participating in and
watching sport, are two items that were included in this research, but lexgéiged from other
studies in the UK.



With regard to sports events, the only aspect of economic actetityrded in the
previous UK studies were from the FES estimates of expenditueatcance charges at sports
events. However, as various studies on the economic importance ofhspertshown,
admissions are only a small element of the actual incomeajeddoy a sports event (LIRC,
1996). Additional expenditure on items such as food and drink, accommodation and
merchandise all together account for a much larger proportiothefeconomic activity
generated. The Sheffield study actually found that events acdotomtapproximately £11.13
million of additional expenditure from outside the city, the majooityvhich flowed as income
to the commercial non-sport sector. This represents a samtifaanount of economic activity
that has been excluded from previous estimates. Furthermonereiseats an aspect of the UK
studies that is clearly under-estimating the size of the sports industry

Several studies on the economic importance of sport in Europe have included food and
drink within the boundaries of sport-related expenditues (Pratique Sportives En
Communaute Francasi@985; Oldenbroorst al, 1996; Taks & Kesenne, 1999). However,
with the exception of the Scottish study (Pieda, 1991), which measured but did not inoldide f
and drink in the sectoral accounts, no study in the UK has incorporated this item, daggpiite t
costs being included as a sport-related final expenditure. The consumer sueabsdr¢hat
spending on food and drink while participating in or watching sport was consideraivies It
found that Sheffield residents spent approximately £17.94 million and £6.21 million on food and
drink while participating and watching sport respectively. This consequeptbsents a large
difference between the data collected in Sheffield and the base manletfig

The commercial sport sector is a further example of how prewstisnates have
excluded sport-related activity. For example, in this resedrehcommercial leisure sector
covered several categories of sports services including healthitraas$ clubs, riding schools,
snooker and pool centres and generic sporting facilities. The tghabstudy in contrast only
included participation clubs, which contributed just a small proportioheoetonomic activity
generated from the sports services listed. Furthermore, tioaalastudy recorded subscriptions
and fees as the only item of income generated. This research showhd titertnt accounted for
only 51% of all income to the commercial sport sector, with theair@ing revenue generated
from items such as food and drink, equipment hire and rental otiegiliAgain, this represents

an area where previous studies have underestimated the economic importance of. the sport



The Spatial Distribution of Sport-related Economic Activity

It has long been central to many of the social sciences ther ptaces are important not
only in the distribution of population within countries, but also in the orgammsaf economic
production, distribution and exchange, political power and in the structuringoofl
reproduction and cultural life (Johnston, Gregory, Pratt, & Watt, 2000yvad suggested by
Marshall and Wood (1995) that the UK still presents a dominardgrpatf spatial centralisation
in the location of services, with a clear concentration of seriicedan areas. This may partly
explain why the research found that sport-related economic actreisygreater in the city of
Sheffield than the base model, which was derived from data across the whole Kf the U

This research was the first study of sport-related econaanticity to be carried out in a
city in the UK. The studies that have been undertaken at the ndd@eebh(Henley Centre for
Forecasting 1986, 1992a), regional level (Centre for Advanced Studibe Bocial Sciences
1995; Henley Centre for Forecasting 1990, 1992b; Pieda 1991, 1994) and lotéHEney
Centre for Forecasting, 1989) have all focused upon areas thanbaygorated both urban and
rural places within the geographical boundaries of the researchhefraore, the local level
study of Bracknell and the Wirral (Henley Centre for Forengsti989) did not include a city
within its research area.

Towns and cities differ from rural areas in many ways, ndt leatheir industrial and
economic composition. Consumer services like sport, as noted by ManstidalVood (1995)
are generally more important in cities and urban areas. Ghatrnthe base model data was
derived from national estimates, which effectively averaged @hé&ibution of sport in urban
and rural areas, it is therefore inevitable that sport widbant for a larger percentage of the
urban economy. The base model, by simply scaling down nationalaéssi to represent the
population of the city, does not take account of the spatial distribafi@ssociated service-
related activity. It essentially ignores the fact that nreeonomies have a much larger service
base.

Although no research has been carried out on the spatial distribusporbin the UK, it
is highly likely that sport-related economic activity is concaetl in urban areas. For example,
every year the UK hosts an annual programme of major events, sbmich such as
Wimbledon, the London Marathon, the Embassy World Snooker championships dritise



Open golf championships are of international significance. Tdjerity of these events are held
in cities within the UK and thus generate significant economicfligngarticularly for the areas
concerned. This is also the case for the economic activigratea by professional sport teams
in the UK. The majority of top Premiership football clubs are thamecities and therefore
generate more economic activity than would accrue to rural areas.

Although Williams (1997) argued that consumer services are playing ansingjiga
active and beneficial role in the development of rural economies, the majorgyafltamsumer
service industries and employment remain in urban areas. Therefore, the ecivityc
generated in Sheffield through sport would be expected to be greater than the base mode

estimates, which were derived by averaging all sport-related ecomnotiiity in the UK.

| s Sheffield Really Bigger? The Importance of the Commercial Sector

Several methodological reasons have so far been suggested foffehencdes shown
between the base model and the actual data collected in Shefflelvever, one of the sectors
where there was strong evidence to suggest that the sports ynarastigenuinely performing
above the national average was the commercial sport sector.

The NIA framework revealed that the income and expenditure profile of professional
sports clubs in Sheffield was approximately five times greater thampatéid by the base
model. The main reason for this is that Sheffield is one of only several cities iK tteehdve a
representative team in each of the four professional sports in the UK, which aed! foogby
league, basketball and ice hockey. In addition, at the time of the research, it haé testhea
League Club and a Division One side. Previous studies have shown that the monetarfy flows o
income and expenditure generated by spectator clubs in the commercial Sjpotiaee varied
from as little as 3% of the total commercial sport sector in Scotland (Ri@84), to 12% in the
UK (LIRC, 1997a). The economic activity of professional clubs in Sheffield acabtorte
approximately 20% and 24% of income and expenditure accruing to this sector vespaati
clearly represents an aspect of the sports industry that was considerebiynmartant to
Sheffield than to the rest of the UK and the base model.

There was also evidence to suggest that other sections of tlmeecoal sport sector
were generating above average economic activity. In the spaeging sector, only the



economic activity generated by sports shops was measured iresbach and this was still
found to be almost two times greater than the predicted econotiiityaof this sector. This
was despite the fact that sports shops only account for 50.7% of aié sptailing sales
(Department of Trade and Industry, 1999), with the remaining chaohdistribution for sports
goods such as department, shoe and clothing stores, excluded from theldShesfults.
Similarly, the sports manufacturing sub-sector was found to bexpately three times larger
than the base model predicted, even though only those companies prodielggsgorts
products were included in this research.

While considerable investment in Sheffield’s sports industry has jpesmded by the
public sector, it is clear from the findings presented eaih the article that much of the
economic activity generated by sport has actually been crigated commercial sector. There
was evidence to suggest that both the commercial sport and colimen-sport sectors in the
city were performing above the national average. The coai@heron-sport sector, which
represents those private organisations within Sheffield that supplgsgand services to the
sports sector was found to be larger than predicted from the basd, mmaely as a
consequence of the inter-linkages this sector had with the comm&poidlsector. Increased
flows of income and expenditure in the commercial sport sector prodetmddr effects or
‘knock on’ effects in other sectors, particularly the commercial-sport sector. The
commercial non-sport sector was also found to be greater thaietpcedue to the inclusion of
sports events and food and drink as sport-related economic activity, vaticbhfwere excluded
from the base model.

One of the reasons for the strong performance of the commeiaissim Sheffield was
due to the high level of consumer spending on sport by Sheffield mesidé was discussed
earlier that consumer expenditure was found to be larger thdraseemodel, mainly as a result
of the different methods used to collect the data. However, while previous stsitigsnethods
similar to this research have found that consumer expenditure wesxiapgtely double that
estimated using published sources, this research found that spending obyssireffield
residents was more than 2.5 times greater than anticipatedn Bateapproximately 70% of all
consumer expenditure flowed to either the commercial sport or cao@ineon-sport sectors,

this partly explains why these sectors were larger than average.



This section of the article has focused on explaining the differences founacbdhee
base model and estimates of the economic activity generated by sport ial&héf$ discussed
earlier, little research has been carried out on the economic importance af ghodpean
cities therefore it is not possible to provide a comparative case study. Hpaeoenparison
can be made with Rosentragtal. (1994), which estimated the economic activity generated
from sport in Indianapolis, a city that has like Sheffield, invested considerabl&rces into
developing a sports strategy in response to a declining economy. Roseh&h(1©94, p.
237) found that “...the entire impact of sports, under the best of circumstances, would amount t
only 1.1% of the Indianapolis economy”. Clearly, the contribution of sport-related eanomi
activity in Sheffield, estimated to be 4.11% of GDP, is more significant invelerms, than
the economic activity generated by professional and amateur sports in Inds&napol

While it is beyond the scope of this article to investigate the reasons forférerif
levels of economic activity generated by sport in Indianapolis and SHeHteral points
should be noted with regard to this comparison. Firstly, the methodology used in both cases wa
different. The economic importance of sport in Sheffield was estimateegagumng and
adding up the value-added of the various sport-related firms in the city. Howeverysedhel
impact of Indianapolis’s economic development strategy, a three levesanadged on
employment indicators was conducted (Rosenteddh., 1994). As the measures of economic
success in the two cases were based on very different methods, caution shoulddeziexken
comparing the results, as this alone can yield quite different outcomes (LIRC).19@c¢andly,
the estimates of sport-related economic activity in Sheffield reprasgatic ‘snapshot’ of the
value of sport in the local economy. While it was estimated that sport contributed 4.11% to GD
in 1996/97, it was not possible from the research detailed in this article to detbowimeuch
of this impact was a result of investment in sport. Conversely, the research kerdarta
Indianapolis evaluated the impact of the sports strategy on economic developnoemplaying
employment growth in the sports sector and throughout the local economy follbeing t
implementation of the sport and downtown development strategy. Thus, it was possible for
Rosentraulet al. (1994) to measure the success of investment in sport. This was not an
objective of the research carried out in Sheffield, but is an obvious limitation @fstinéesr
produced. Thirdly, while the comparison revealed that sport-related econoiviiy act

Sheffield was greater than in Indianapolis in relative terms, spotédet@onomic activity in



Sheffield remains a relatively small proportion of the overall economy in theTitis is an

important consideration for policy makers and will be discussed in the finelrsetthe article.

The Value of Measuring Sport at the Local Level: Providing I nfor mation for
Policy Makers

Earlier in the article it was suggested that although mamgsc#uch as Sheffield are
investing public and private resources in sport for regeneration parpasy little research has
been undertaken to justify this. While studies at the regionahatidnal level have broader
policy implications, it is at the local level where policieswban regeneration are formulated
and implemented. It is at this spatial level that policy mmakequire information on the
economic importance of sport.

Undertaking research at the city level in Sheffield has proved to be an invalxeaitise
in several ways. First and foremost, it has enabled baseline data for the ecactosityc
generated by the sports industry in Sheffield to be established. This not only provides
information for policy makers on the level of economic activity generated in 9Bt it
provides a platform from which to develop further research on the economic imporitapoeto
By carrying out similar research at regular intervals in the futurell ibevpossible to evaluate
the role of sport in local economic development and the impact of further investment in the
sports industry. Secondly, it has provided valuable information on wealth and job creation and
the strengths and weakness of the sports industry in Sheffield, which can be used by the
Chamber of Commerce to bid for Objective One European Structural funding to devtiep fur
the sports economy in the city. This information could not have been provided by regional and
national studies.

While this research has provided an assessment of the size amel ofathe sports
industry in Sheffield, it was highlighted in the previous sectiontti@information presented is
only a snapshot of the role of sport in the local economy. The NMefrark has provided a
static stock evaluation of the economic activity generatecbbit :n Sheffield in 1996/97 and
although it provides useful information for economic development ageaciésthe local
authority, it currently has limited forecasting potential. Hwe model of economic activity

generated by sport to be a useful tool for regeneration purposes,idhe need to develop a



policy driven dynamic or flow analysis model. The aim of this rhetleuld be to evaluate the

marginal economic implications of an injection of investment iniqdar sectors of the sports

industry, rather than just providing a static benchmark estimati@eoéconomic importance of

sport. In the case of Sheffield, this would require data on the ecompoctance of sport to be

collected on a regular basis, for example every one or twe,yaaing a spreadsheet model
similar to the one used to produce the estimates presented in this article.

At present, the information provided in this research does not indeg@lity makers
those sectors of the sports industry that would benefit from additiomastment and which
sectors would produce optimal output to the Sheffield economy. Theré&ompolicy makers in
the future, there is a need for a more effective systemmdémitoring and evaluating sport-related
investment at the local level. There is a need for greltetycabout the nature of relationships
between inputs and outputs of the sports industry. This will enabley poé&ers to identify
those aspects of the sports industry in which they should invest. Sappraach would permit
a more precise identification of the role of sport in economic dpwatnt and possibly lead to a
more coherent approach and integrated allocation of resources in the future.

The idea of treating sport as an industrial sector in its own right has nenesdrerisly
considered, as has happened in other cultural industries in the UK and throughout Europe
(Lincoln & Stone, 1999). While the reasons for this are unclear, it is notable thatrastomt
sport, economic impact analysis in tourism, the arts and other cultural industmesahgs
always been undertaken at the local level. Therefore, a further advantayeyfig out
research at the city level is that it allows the sports industry to be cednjweother industries
widely used for regeneration purposes. In addition, research at the city myideprthe
opportunity to study various aspects of the sports industry in depth, such as labour market
dimensions. At present the sports industry is largely perceived to create thywaraitime work
and an analysis of sport-related employment at the city level would providsigintiinto
whether this perception is correct and if so, where investment in job creation wouldtbe mos
valuable.

The empirical research detailed in this article has revealed thatatheneic importance
of sport in Sheffield is considerably greater than at the national level wkthéNevertheless, as
noted previously, sport in all its forms is still a small proportion of the overall éocaomy in

the city. While the output of sport in Sheffield is similar to many other industia¢fave been



the focal point of local economic policy in the city, it remains a small part dfedcdaomy
activity. Therefore, while policy makers should acknowledge that sport has théaldte
generate greater economic activity than previously anticipatec&gtator local economic
development should consider ways of integrating sport with other consumer servités, lier

effectively used for regeneration purposes in the future.

In summary, research at the national level has provided valuable findings on the
economic importance of sport. In particular, it has resulted in an increaseshasgof the
benefits of sport to wealth and job creation. These findings have also provided a benchmark,
with which to compare local and regional research. However, it is resedinehgafiss roots
level for example, in cities, which will essentially address the issuassdiest in this section and
provide the most valuable information in the future for planners and policy makers on the
economic role of sport. This is especially so in the designated Natiored Qfitbport, such as

Sheffield and in those cities where sport is key part of regeneration Esateg

Conclusion

The case study of Sheffield outlined in this article represémsfirst attempt to
undertake a study on the economic importance of sport in a city ldkheThe findings have
revealed that sport-related value-added in 1996/97 was £165.61 million, or 4. GAR®ofThis
was approximately twice the amount predicted from the baselmodbsolute terms and almost
three times the predicted contribution of sport to the local economglative terms. The
reasons for these findings are complex and multi-dimensional, butacgely explained by
methodological issues. Nevertheless, there was also evidencggeststhat the commercial
sport sector in Sheffield was performing above the national avepagleaps reflecting the
considerable investment in sporting infrastructure within the city over sheelayears.

One of the most significant findings of this research wasWence that suggested the
economic importance of sport at the national level has been undeatesti The UK Sports
Council produces annual estimates on the economic importance of sped dasthese
calculations. Therefore, for these to retain any credikaktya time series monitor of the sports

industry in the future, it is necessary to review both the datanattiods used to collect



information at the national level and the techniques for aggregapog-related economic
activity.

This research has essentially provided baseline data onaheneic importance of sport
in Sheffield, which can be used to evaluate the role of sportanoenic regeneration in the
future. However, for this information to be used to aid policy nakerSheffield with the
allocation of resources, it must be developed into a model that casetdar measuring and
forecasting the implications of further investment in the sports indusTo do this, the
economic importance of sport in Sheffield needs to be measuredegnlar basis. This should
similarly be carried out in any city that is investing consfiée resources in sport and intends to
use sport for regeneration.

Finally, this article has focused on measuring the narrower economic imjgootfasmort
in Sheffield. Nevertheless, the economic benefits of sport extend beyond thencoéaalue-
added and employment, to include other intangible benefits such as productivity t@turns
individuals and organisations, quality of life returns to individuals and society, indealth
care savings and reductions in anti social behaviour such as crime and vandalis@).inThe
addition to the direct economic impacts discussed in this research, are mhponsiderations
and equally merit attention from any city considering using sport for urbanenegen.

However, in an economic climate whereby accountability is paramount, the needstoertba
narrower economic impacts outlined within this research will continue to be importhe

future.
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TABLE 1. ECONOMIC IMPORTANCE STUDIES: UK

Author

Year Studyarea Level

Henley Centre for Forecasting
Henley Centre for Forecasting
Henley Centre for Forecasting
Pieda

Henley Centre for Forecasting

1986 UK National

1989  Bracknell & Wirral Local

1990 Wales Regional
1991  Scotland Regional

1992 Northern Ireland Regional

Henley Centre for Forecasting 1992 UK National
Pieda 1994  Northern region Regional
Centre for Advanced Studies in the Social Sciences 1995  Wales Regional
LIRC 1997 UK National







