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Introduction

 
 In our modern society, sport and in case sporting events, have become increasingly popular and are regarded as a pillar for economical and social growth on a local and national level. A sporting event of high magnitude has the potential of generating substantial revenue, creating jobs opportunities and increases the recognition and profile of a certain city or country. It creates enthusiasm within the community and boosts morale for its inhabitants. 
In this paper, I aim to elaborate on the process of hosting such an event and establish some of the key components of said process. We will look at what drives and predicts the outcome of a sporting event and the economic ramifications it has on a community. 


                       
                     
                  




                      Defining and classifying major sporting events

Before we delve deeper, we must understand what a major sporting event is and consists off. In order to do that we must underline the fact that what makes an event major in itself is relative and perception based as opposed to a fixed description. If we need to define it, we could say a major sport event is an event of larger proportions which involves large expenditures and revenues. But to make such a statement we have to create some context and exemplify. 
In case, we could say that FIFA World Cup is a larger event than the ICC World Cup (cricket) since it generates larger revenues and football as a sport, is widely recognised and followed worldwide. 
According to (Muller, 2015), there are some key factors to take into account when judging the proportion of an event:
· Media coverage 
A major sport event will always attract attention from TV stations, sport journalists and to some smaller extent, radio broadcasters. For example, there is a strong competition between TV stations on broadcasting rights and usually those rights are auctioned to the highest bidder. 
A broader media coverage results in a wider audience having access to said event and in turn, boosts the popularity exponentially. 
In recent times, we have seen an increase of funds generated and payed by media channels for the rights to broadcast. This may be seen as a negative aspect in some cases since according to (Wolfe, Meenaghan and O’Sullivan, 1997) this increase might give those media channels more rights to decide or demand the circumstances upon which the event is taking place. In such, we must conclude that a balance has to be kept in regards to the importance of media revenue in sport events and upholding the integrity of the event itself.

· Attendance
When we talk about revenue, we mark attendance as one of the main sources in that regard. Revenue is generated through ticket sales mainly and selling of sport related merchandise (jerseys or t-shirts, scarfs, hats). Attendance is one of the best indicators of popularity and in such an indicator of what makes an event major. In case, we can reference (Muller, 2015, p.628) which stated that ‘’ the number of tickets sold is the best proxy variable for visitor attractiveness for which data are available across a large number of events.’’
· Expenditure
The scale of an event can be also measured by the total cost and investments made into infrastructure, security or commodities. Ultimately, a higher expenditure equates to an adequate unfolding of said event and spotlights the importance of it.
Regarding infrastructure, the expenditure directly and immediately impacts the host city by allowing the building and consolidating of railroad systems, metro lines and hotels (Muller, 2015).
· Sponsorship
Sponsorship acts as a revenue for the sport and consists of an agreement between two parties with mutual benefit. In exchange for advertisement, a sponsor agrees to pay a certain amount of money to the sport body. An event may have a primary sponsor and several secondary ones. In case, a higher notoriety of said sponsor indicates the magnitude of the event with important brands being present at every major event. As stated by (Wolfe, Meenaghan and O’Sullivan, 1997), there is a direct correlation between the rising demand for such events and the inflation of sponsorship prices. 
In such, this effect drives lower capital companies to invest in lesser sporting events and thus limiting their exposure to the market. 
According to what we covered, we can conclude that the above-mentioned factors directly influence and shape the unfolding and outcome of a major sporting event, with mostly positive but at the same time, negative impacts from an economic and social perspective.  


The benefits and shortcomings: an economic evaluation

 Hosting a major sporting event has become in recent years a prime objective for cities and nations. We can observe how the demand for such events has risen and created competition for the rights to host. In such, a discrepancy has emerged between nations on what is more viable or financially sustainable method of entertaining such a concept. 
For instance, (Gratton, Shibli and Coleman, 2006) argue that there is a major difference between how Europe and USA conduct their sporting events and how capital investments are made. It’s highlighted that USA sees fit to invest in infrastructure (stadiums and arenas) whilst in Europe the main concern is attracting sporting events such as UEFA Champions League or Olympic Games. These two different approaches will have contrasting effect on their respective economies. 
Baade’s view (1996, cited in Gratton, Shibli and Coleman, 2006) asserts, based on studies, that in the case of USA, the infrastructure development produces marginal or no economic growth on host cities, annunciating at the same time that not the same can be presented in Europe case.  
A widely used method of measuring the relevance and economic efficiency of a sporting event, is the ex-ante (forecast before the event) and ex-post (actual returns) method. 
That being said, the outcome of such an event is relative and, in some cases, doesn’t produce the desired effect. According to (Sterken, 2006), data shows that, on average, the ex-post is underwhelming in correlation with an ex-ante forecast, which has a tendency of being overconfident.
To reinforce this notion, in regards to the 2010 South Africa World Cup, Cornelissen states the following:
In terms of assessing the overall economic impact of sport mega-events,           pre-event appraisal used during big campaigns often wittingly or unwittingly overestimate a given event’s potential economic consequences.
                                                                                    (Cornelissen, 2010, p.93)
                                                                            
Consequently, we can say that a fair assessment should be made prior, taking into account all relevant information and data and in doing that, maintaining a level of transparency in regards to the potential outcome of the event.
 The implications of hosting a sporting event are complex and not always cost effective. Such an event is financially supported by local council and government or in some cases, by sport organizations such as FIFA or UEFA.  
 Furthermore, as argued by (Wolfe, Meenaghan and O’Sullivan, 1997), we can’t judge the outcome of such an event only from a short financial revenue standpoint, but must take into account the long-lasting effects they produce on a city or nation such as enhancing the relevance and visibility of said city or nation.


Thus, we can categorize the economic impact in two main categories: 
· Short-term economic impact.

· Long-term economic impact.

A short-term economic impact is defined by immediate revenue generated by a sport event. In observing what generates this revenue, we can look at the key factors enumerated in the previous topic (Defining and classifying major sport events) and mention tickets and merchandise sales, sponsorships or income from media coverage. 
A long-term economic impact is described as revenue or earnings after the fact or after the ending of the event in case. 
These types of earnings can originate from newly built infrastructure (metro lines or roads) or the recently developed job opportunities in maintaining, administrating and operating said establishments.
Furthermore, we have to mentions the negative effects such an event can have on a city or country. One if not the most impactful, will be the effect it has on the environment through excessive pollution, waste and energy or water consumption. Whilst the impact of some can be measured and addressed, according to (Collins, Jones and Munday, 2009), there are limitations in evaluating more ambiguous and debated effects, like climate change, on which some estimates can be made, though they are not sufficient to facilitate the enactment or classification of feasible development policies in terms of their footprint on environmental end result.




Conclusion

In recent years, we have seen how sport has become an ambassador of nations and a paramount driver for localized economies. We can observe how the increase demand for sport related events has proven to be a catalyst for the development of communities and its residents. Varying dependencies such as media or sponsors addition has greatly influenced the outcome of such events, with ample ramifications in not only the financial loss or gain but the erosion in the integrity of the event itself.  The preservation and continuity of sport and sport related competitions should be encouraged, but we must tread carefully in assessing the beneficial impact they have in corelation with non-beneficial end results on our society. 
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