UNIVERSITY OF THE WESTERN CAPE

Name of author: Mphumzi J. Mdekazi (Mr)
Supervisors:Prof L de Vries
Student No: 2046404

Degree: Masters in Commerce/ M Comm

Title of Research Study:

Finding Nexus between Sport Sponsorship Transaction and Corporate

Governance Principles, namely (accountability and transparency)

10 April 2012.



DECLARATION
Academic Thesis: Declaration of Authorship

I, Mphumzi Julius Mdekazi declare that this thesis and the work presented in it are my own

and have been generated by me as the result of my own original research.

Title of thesis: Finding Nexus between Sport Sponsorship Transaction and Corporate
Governance Principles (Accountability and Transparency), with specific reference to ABSA-
PSL deal, Utilizing Qualitative Case study Approach/Method.

| confirm that:

1. This work was done wholly or mainly while in candidature for a research degree at
this University;

2. Where any part of this thesis has previously been submitted for a degree or any
Other qualification at this University or any other institution, this has been clearly

stated;

3. Where | have consulted the published work of others, this is always clearly
Attributed;

4. Where | have quoted from the work of others, the source is always given. With

the exception of such quotations, this thesis is entirely my own work;

5. I have acknowledged all main sources of help;

6. Where the thesis is based on work done by myself jointly with others, | have
Made clear exactly what was done by others and what I have contributed myself;

7. None of this work has been published before submission

Signed:

Date 10 April 2012



ACKNOWLEDGEMENT

I wish to thank Prof L de Vries for laying the foundation for this lengthy research project. I
would be remiss if | omit the immense guidance and contributions of Dr J. Lutabingwa from
Appalachian State University (North Caroline) in assisting to refocus the study with extreme
depth and analysis. In particular I would like to thank PSL executive members and the
following individuals for their contribution to the completion of the study. My loving
grandmother (Nothemba May) for her strong support throughout my academic career.Thank
you very much for your wisdom, foresight, single-mindedness and inert principles, (Rhadebe,
Mthimkhulu). Maria Ramos, your uncompromising stance on good corporate governance

standards, has summoned not only my courage but the conviction to keep going with this

paper.
Trevor Manuel: For deeper insights on how to identify red flags.

Makhenkesi Stofile: For your sophistry in power relations and thorough perspectives, I

continue to be grateful to you Minister.

Vuyani (Thoko) Ndara: | can’t comprehend the possible loss of potential that you harnessed
in me while I was young. Your optimism has been truly contagious. More importantly you
prepared me to enter into a new dimension of faith, a deeper revelation of God’s love, and a
renewed understanding that my Prayers can truly move the hand of God. | raise my hat to

you Mkhuluwa.

Andile Mphunga: What a spectacle more edifying and seasonable than a friend like you,

(thank you for your nucleus insights).

Ma Andy (Nory), certainly without your malleable precision and noiseless resolute

encouragement this would have been harder.

To my children, | knew it was a compulsive response at times, when you instinctively and
mutely mumbled about my non-attendance to some of your demands. | inwardly listened to
your voices while on this lonely intellectual journey knowing that what God has joined
together no one can tear apart. | pray that you remain strong to sustain our bonds that God
created. Please don’t ever leave your prosperity in the hands of vultures. | remain duly
indebted to you. In fact the world awaits your strength, talent and peaceful demeanor. Okuhle

thank you with your final touches on the bibliographic refinement.



ABSTRACT

In South Africa today those who lead sport are facing increasing scrutiny which has
inevitably resulted in questioning governance practices. The transition of many sports from
predominantly volunteer administered organizations anchored in an amateur ethos, to
professionally managed entities catering to a more sophisticated market place has created
unique challenges for the governance of sport sponsorship. This evolution gives rise to
possible conceptual linkage between sport sponsorship and corporate governance or none
thereof. This study focuses on the ABSA-Premier Soccer League (PSL) sponsorship
transaction as a case study to explore this linkage. The research is aimed at finding the nexus
between sport sponsorship and corporate governance principles, namely accountability and

transparency in the conclusion of this transaction.

The research consists of four phases; literature review which provides a detailed analysis of
all primary and secondary material available on this topic. The second phase is a qualitative
case study research methodology which comprises of in-depth interviews with targeted
stakeholders. The third part presents the research findings and discussion section, and lastly
the way forward through reflections and recommendations including highlighting potential

future research areas.

This work is timely when there has been generally a heightened evolution in sport
sponsorship and its focus was to explore the nexus and compliance to the founding principles
of the organizations (laws of governance). Factually, good corporate governance aims at
ensuring a higher degree of transparency in an organization by encouraging full disclosure of
transactions in the company accounts as well as accountability. Academics have been
exploring the notion of sports sponsorship and corporate governance with much of the

debates grounded on understanding its commercial value.

The focus for this study is on the conceptual nexus or non-thereof, between sponsorship and
corporate governance. Information was collected through in-depth and experience interviews,
documented reviews and analysis (such as the review and analysis of the constitution of the
South Africa football Association, PSL, financial/banking sector policy regulations, South
African Sports Act, corporate governance reports, annual reports, scholarly journals,
academic books, conference papers and Parliamentary Monitoring Group documents etc. to

mention but a few.
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CHAPTER ONE

INTRODUCTION TO SPORT SPONSORSHIP

1.1 Introduction

South Africa houses a diverse and culturally rich population and thus strong disagreements
remain a defacto in certain subjects. Sport however, is regarded as a unifying factor because
of its resolute ability and strength to transcend racial smorgasbords and cultural barricades.
Sport has always been an inextricable part of South African traditions and civilizations, even
more so since the re-admission of South Africa into the international sporting domainin 1992.
According to South Africa Focus (1998) over 60% of all South Africans either participates in
or are interested in sport. Previous research has also demonstrated that the South African
public is very positive towards companies that are involved in sports sponsorship- Octagon
Business Solutions (Octagon, 1999). This positive interest in sport is very encouraging for
those organisations that are considering entering the profitable and beneficial arena of sports
marketing, particularly through sponsorship. Commercial sponsorship as a means of
corporate communication is a fairly modern phenomenon and yet it is the fastest growing

segment in the marketing industry worldwide (Rines, S. 2000).

The research will reveal the evolution of this phenomenon. The repayment of sponsoring
sport is extensive but it does not accrue without a “significant price”. Together with the costs
involved with sport sponsorship ventures, it is also common knowledge that over the years
sponsorship packages have been designed and recommended based on past experiences and
the demographic profile of the anticipated audience of a sport. As a result, the viability of
sport sponsorship is being questioned in terms of not only what sponsorship achieves, but the
framework and context in which it is pursued. The major sponsors want a custom-made
package that is designed for their unique product or services and needs (Anderson, K and
Winters, T. 2000). They are requesting a package that is based on psycho-graphical and
attitudinal information that will allow them to target the right market, for the right reasons.
Previous experiences and demographic information will still be incorporated into the decision
process and the need for this information is critical to the progression of sport sponsorship,
especially in South Africa. This study will focus on the ABSA bank and also the Premier
Soccer League (PSL) sponsorship transaction. The research is aimed at finding a nexus
between Sport Sponsorship deals and Corporate Governance Principles (Accountability and

1



Transparency), utilizing the ABSA-PSL Sponsorship Transaction as a Case Study. The
literature review deals extensively and analytically with the available material on this topic.
The genesis of this section will encompass the discussion of the evolution of sport
sponsorship, sponsorship strategies, as well as trends and challenges facing this industry.
Notably, a specific reference is made to the South African sponsorship industry and the target
market as well as the Premier Soccer League (PSL), under consideration. The main aim is to
find the nexus, which is a major objective highlighted in the text. All this information has
been assimilated to ensure balanced conclusions are drawn and recommendations are made.
Also, where possible, areas of further research are acknowledged. The qualitative case study
as a methodology was used to guide the study. Interviews with experienced industry

practitioners and members of the target audience in this field were completed.

1.2 Background

Commercial sponsorships have their roots in the patrons of ancient Greece and Rome, despite
the fact that their motivations behind sponsoring were more philanthropic and altruistic in
nature. Commercial sponsorship as a means of corporate communication is a relatively recent
development in the communications industry and yet the growth the sponsoring industry has
experienced over the past thirty years is astonishing (Meenaghan, T. 1999).Sport and
sponsorship can be described as a crucial symbiosis. Just as many companies regard
sponsorship as an essential part of business practice, in terms of their financial health and
marketing, so do many sports. Without each other, neither could be as successful (Reuter-
Lorenz, P.A and Cappell, K. 2005).

In South Africa, sport is in many ways regarded as a unifying factor because it has the ability
to transcend across racial smorgasbords, class and cultural lines as well as barriers. Sport has
always been an inextricable part of the South African culture, but even more so since South
Africa’s re-admission into the international sporting arena in 1992. However there are
numerous benefits to sponsoring sports, but like all things there is a price involved and in this
regard a very substantial price. The basis on which sports sponsorship campaigns are
designed and the difficulty measuring their effects has resulted in the viability of sports
sponsorship being questioned in terms of what do sponsors do in the context of corporate
governance when perceived ancillaries occur and done by sport entities with sponsored funds
or whether they (sponsors) are contenders with these ancillary conducts?



This research focuses on the ABSA-Premier Soccer League (PSL) sponsorship transaction.
The research is aimed at finding the nexus between sport sponsorship and corporate
governance principles, namely accountability and transparency in the conclusion of this
transaction. The research consists of four phases. The first is a literature review which
provides a detailed analysis of all the secondary material available on this topic. The second
phase is a qualitative case study research methodology which comprises in-depth interviews
of the targeted stakeholders. Thirdly there is the research finding’s section and the final phase
being the way forward through reflections and recommendations including highlighting
potential future research areas. Academics have been exploring the notion of sports
sponsorship and corporate governance with much of the debates focused and groundedon
understanding its commercial value. Pope,N. (1998) defines sponsorship as a provision of
resources (e.g. money and equipment) by an organisation (sponsor) directly to an individual,
authority or body (sponsee), to enable the latter to pursue some activity in return for benefits
contemplated in terms of the sponsor's promotional strategy and which can be expressed in
terms of corporate and marketing objectives. In a brief definition the International Events
Group (IEG, 1998/ www.ieg.co.za) defines sponsorship in a broader sense as ‘a cash and/or
in kind fee paid to a property (typically as sports, entertainment, non-profit event or
organisation) in return for access to the exploitable commercial potential association with that
property’.

Notably, even though these definitions differ, the underlying construct is still the same;
sponsorship offers many commercial benefits which can be exploited for a fee. This is exactly
the angle which requires serious and thoughtful monitoring to avoid ancillary activities by
practitioners; in fact government must play an oversight role as it remains vulnerable to
exploitation by sponsorship negotiators in the South African context. This cannot be called
totalitarianism as previous Sport Ministers were labeled in Parliament of South Africa in the
90’s and early 2000’s. This is a revelation from our extensive interviews with one of the
former Ministers of Sport. There are numerous forms of sponsorships, and these forms fit
naturally alongside the notion of ‘communication mix’ in a company and play a vital role in
the marketing communications plan. However, sponsorship would not be effective in
isolation as it relies on other elements to leverage it and sponsorship links to the overall
marketing plan- Antai School of Management (ASOM, 1997). The versatility of this medium
(sponsorship) enables it to perform many of the basic functions covered by other elements of

the communication marketing mix.



Sponsorship is also utilised as a promotion medium for sales and merchandising
opportunities, while its capacity to perform public relation type functions is obvious, the
corporate hospitality component of sponsorship creates the opportunity to engage in
relationship marketing (Meenaghan, T.1991). As sponsorship evolves, it has inevitably been
compared to advertising, especially over the past decade, as it is securing more of the
marketing budget than traditional advertising (IEG, 1998). In this regard, IEG (1998) has
observed that sponsorship can ultimately accomplish attributes such as credibility,
differentiation, imagery, community goodwill, lifestyle relevance, prestige, internal moral and

customer interaction better than advertising.

In addition, even though these attributes may and have been contested, sponsorship also
offers benefits that advertising cannot; live audiences, product showcase, retail extensions,
guaranteed delivery and client entertainment. All these unique characteristics aid in the
promotion of sponsorship. These characteristics cannot be achieved unless a sponsorship has
a specific strategy and clearly defined objectives, of course without compromising corporate
governance principles. The sponsorship strategy has to meet the overall corporate
governance framework and brand strategy. The extensive list of objectives behind engaging
in a sponsorship venturehowever, results in the impossibility of producing a single strategy
model to serve every situation. Sponsorship objectives range from corporate objectives to
marketing objectives and even personal objectives.Another important area of sponsorship that
has generated differences of opinion is the concept of leveraging. According to ASOM (1997)
leveraging is achieved by transferring your brand footprints across all mediums in terms of
manner, tone, message and brand positioning etc. Leveraging tactics should be targeted to

specific audiences.

These tactics include pre-event consumer promotions such as advertising, competitions,
publicity and special offers; on site consumer promotions include signage sampling,
merchandising, give-aways and competitions as well as related advertising and publicity (PR
Communications Africa, 1997/www.livewired.co.za). Leveraging a sponsorship ensures that
the sponsor is inextricably linked with that activity or sport entity; i.e. PSL to a sponsoring
entity. Experiential marketing also strives to achieve the idea of leveraging. In a comparison
of traditional and experiential marketing, the differences are very apparent as depicted on
Table 1 below.



Table 1: Traditional and experiential marketing

Traditional Marketing Experiential Marketing

Focus on functional features and benefits Focus on experiences

View consumers as rational decision makers | Regards customers as rational and emotional

beings

Product category and competition are | A focus on consumption as a holistic

narrowly defined experience

Methods and tools are analytical Methods and tools are eclectic

Source: Cousins, L. (1996), adjusted table.

The supremacy of the brand is one of the causes driving this trend towards creating
experiences (Schmitt, D. 1999). This facilitates the growth of a brand and thus the motivation
for companies to associate their brands with sports is very high. Sponsorship is also unique
because it persuades indirectly and does not try to change the perception of the brand in
frontal assault. Instead sponsorship serves to enhance the perception of the brand by aligning
consumer’s beliefs about the brand with an event that the audience already perceives highly
(Crimmins, D and Horn, M. 1996).The discussion places sponsorship in an international
context.Until recently South Africa was anon-player in the international sports sponsorship
industry because of South Africa’s apartheid-ridden history. In South Africa, the enthusiasm
for sports sponsorship is at an all-time high. The influx of international competition, the
improvement in all levels of domestic competition and the consequent increase in media
coverage of sport on local television, combined with the enthusiasm, creates numerous
opportunities for local marketers in the sports sponsorship field (Chrislett, W. 1998). Neil
Duffy and David Butler (2001) attempt to describe the trajectory that the future of sports
sponsorship industry is likely to assume. According to them, the world trends in sponsorship
marketing demand that sponsorship must deliver ‘Return on Investment’ in the form of
incremental sales, increased consumer awareness, sales force and trade excitement, and
enhanced brand equity. They also suggest that the focus needs to be shifted from visibility to
likeability and gaining share of heart. Another trend is that sponsorships are becoming more
meaningful. PR& Communications Africa (1997) argues that by demonstrating intrinsic
values and authenticity this trend will soon be common practice; past marketers could target
teens based on demographics, age, income, or place of residence as indicators of their

consumer interests, through applicable marketing mix technique (Neil Duffy, 2001).




1.3 Research Problem

According to Babbie, E & Mouton, J (2011) an empirical research question addresses a
problem in World 1; a “real problem”. They further argue that to resolve an empirical
problem, the researcher may collect new data about World 1 or analyse existing data. In the

context of this study, the research problem is articulated as follows:

e Does sport sponsorship provide opportunities to companies sponsoring sport?

e Does the financial status of the sponsee as a result of sponsorship (additional
promotional mix component) warrant the enormous sums of money being paid to
elected negotiators of the sponsorship transaction?; and

e Are the enormous payments to the elected negotiators, as a result of their role in

soliciting sponsorship warranted/justifiable in corporate governance terms?

This work is done at a time when there is generally a heightened evolution in sport
sponsorship and its focus is to establish compliance with the overriding principles of not only
the PSL, but the principles of corporate governance in financial institutions at large. In order

to address this question, this study examines the following issues:

e How does asponsored entity perceive its obligations to corporate sponsors?

e What are the current practices of sponsors and sport entities when examining
sponsorship?

e With respect to meeting the expectations of corporate sponsors, what factors
determine the payments of commission to sponsorship elected negotiators?

e What is the role of Corporate Governance principles when conducting sponsorship

transaction?

Notably this case study, and the formulation of the research problem thereof, was influenced
by an interesting article that was published in 2007 in various media platforms, including a
television broadcast in the same year. The piece (see Box 1 below) sought to suggest that
corporate governance imperatives were not observed in a sponsorship transaction that was
concluded between the South African Premier Soccer League (PSL) and a financial
institution (ABSA\). It is therefore against this background that the author explores, through a
case study, the evolution of sport sponsorship with a particular focus on its relationship with

corporate governance principles. As the study narrows our attention towards depicting Box



1, authors such as Adelman, C, Jenkins, D.& Kemmis, S. 1976; Husén, T & Postlethwaite,
N. 1994; Miles, M.B & Huberman, A.M 1984; Yin, 1994, see ‘case study’ as a generic term
for the investigation of an individual, group or phenomenon, and is characterised by the use
of multiple methods for data collection. The choice of case study for the investigation of
nexus on sport sponsorship and corporate governance principles was supported by Merriam,
S.B (1998) who suggested that: “Insights gleaned from case studies can directly influence
policy, practice, and future research (p.19).This view went as far as to suggest that; case
study offers a means of investigating complex social units consisting of multiple variables of
potential importance in understanding the phenomenon, anchored in real life situations, the
case study result in a rich and holistic account of the phenomenon (p.41). See chapter five

and six of the study for correlation on Merriam’s notion.

In the context of strengthening the background of this scholarship and before the study could
rocket towards Box 1, it remains an intellectual necessity to reflect on the sequential history
and perspective of game (football), not only from PSL milieu, but across the world from

Europe, America, Africa and South Africa, which is illustrated as follows:
1.4 Contextual foundations and international perspectives:

Outside the United States, the game is known simply as football. In the U.S. American
football had staked its claim on the term, and so soccer became the (considerably older)
sport’s name in America. In this case study, we shall refer to the sport as football. The
beginnings of football are tough to nail down, at least its most rudimentary origins. Many
have traced the game to China during the Han Dynasty, in the 200s C.E. The Chinese played
a game called “cuju,” literally “kickball,” which bears some resemblance to the modern game
(Goldbatt, D. 2009). It was played with a stitched ball which was often kicked into goals. The
resemblance ends there. From there, similar games sprang up in Asia, from the Malay
Peninsula and Japan to the Pacific Islands and Australia. Across the oceans, in the Americas,
and particularly Central and South America, ball games were standard throughout just about
every civilization from the centuries B.C.E. all the way to Cortez. Europe, on the other hand,
had little or no ball games in its ancient cultures. The lone standout was the Celtic-speaking
cultures of north-western Europe. During the period between the 1400s and 1600s in
England, football, which had sprung out of various Celtic ball games, was actually banned by
the English kings several times — it was a game of peasants, and thought to incite sin and
violence (Goldbatt, D. 2009).



1.5 European perspective:

In England, the Football League was created with 12 participating clubs: Accrington,
Blackburn Rovers, Bolton Wanderers, Burnley, Everton, Preston North End, Aston Villa,
Derby County, Notts County, Stoke City, West Bromwich Albion and Wolverhampton
Wanderers.Despite the London FA’s codification of the official rules of the sport, there were
still challenges, leading to the formation of the International Football Association Board. The
name was slightly a misnomer, as its first meeting was between the FA’s of England,
Scotland, Ireland and Wales in 1886. At that meeting, the group agreed upon the Laws of the
Game, setting the standard for football from then on. Two years later, football in England had
its first league, the aptly-named Football League, made up of 12 clubs: Accrington,
Blackburn Rovers, Bolton Wanderers, Burnley, Everton, Preston North End, Aston Villa,
Derby County, Notts County, Stoke City, West Bromwich Albion and Wolverhampton
Wanderers. Of those 12 teams, only Accrington is no longer in existence, having only lasted

until 1893 (www.thefa.com).

Spanish Early Clubs Football in Spain was initiated by British immigrants who were in Spain
to work in the mines and on the railroads. Over the last two decades or so of the 19th century,
the game slowly transitioned from the Brits to the native Spaniards, fostered by the Spanish
king, Alphonse XIII, who in 1902 created the Coronation Cup, a tournament held between
teams from the Basque region, Catalonia and Madrid, the capital. Initially, however,
football’s power in Spain was not in its capital, but on the coast, particularly in Bilbao (in
Basque country) and Barcelona, with Athletic Bilbao winning four King’s Cups in its first
decade. However, national Spanish football did not come together as easily. Spain faced the
challenge of establishing a national identity, instead of regional ones. While Spain was a
founding member of FIFA in 1904, they did not have a football association until 1913, and
did not field a national team until after World War | (Goldbatt, D. 2009).

Italian Early Clubs Italian football grew out of British, Swiss and Italian upper class
foundations, and while the game today is runpurely by Italians, upper class leaders still
control the sport. Italy’s path towards football followed roughly the same timeline as Spain’s;
the first football clubs appeared late in the 1800s, and the first “national” tournament, the
Italian national championship, was played around the turn of the century, in this case in 1898.
Italy’s first powerhouse squad was Genoa, which won the first three championships. Between
the start of the century and World War I, the game spread throughout the country, though
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notably not very south — the first teams south of Perugia to play in the national championship

did not do so until 1913(www.nationalerchives.gov.uk/ currency/results).

France and Germany Football: While the timeline for the foundation of the sport in France
and Germany was roughly similar to Italy and Spain; football faced a different challenge in
those two countries: namely, another sport with which to compete. The Spanish and Italians
simply lacked large-scale sports; France and Germany had cycling and gymnastics,
respectively. In France, the first teams were founded by Scots and Englishmen living in Paris,
with some French students founding their own squad around the same time. The first national
championship (played only by six teams) was held in 1894. From there, more and more teams
sprang up, primarily in cities with significant English or Swiss influence. However, like

Spain, France had no national organization until after World War I.

In Germany, the sport took almost thirty years to catch on, and then exploded over a period of
about ten years. The first recorded football matches in Germany took place in 1874, but the
Laws of the Game were only finally translated into German in 1891, around the time serious
German football clubs were created. Between 1891 and 1900, around 200 clubs were created,
with over 10,000 regular footballers. Germany’s first national championship was held in
1903, with Leipzig winning the title. However, prior to World War I, despite the large number
of teams and players, football in Germany was still considered a lesser sport-

(www.fifa.com/classicfootball/history).

South America: In South America, as in Spain, Italy, France and Germany, the game was
initially picked up not by the indigenous people, but Britons who migrated to those countries
for work. Large groups of immigrants from England came over to work in the continent’s
mineral industry, and the game followed. The first football game played under the FA rules in
Central or South America was in 1867 in Buenos Aires by a group of British workers. 26
years later, the Argentine Association Football League was formed, again using primarily
British immigrants and which still exists today as the Argentine national championship
(though now obviously played by Argentineans). In Brazil, while the first teams (formed in
the late 1800s) were British, the city of Sdo Paolo, the greatest hotbed of football in the
country, saw German, American and native Brazilian teams spring up by the turn of the
century. It was the early 1900s that finally saw the tide turn in South America, as the British
teams dwindled and teams played by the indigenous people of the continent rose to

prominence. The football associations in Argentina and Uruguay changed from their English
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names to Spanish by 1905 (though it took until the 30s for football to become fatbol). In one
area, South American football surpassed its European/English counterparts — international
unification. Forty years before the establishment of the Union of European Football
Associations (UEFA), Europe’s organization, the CONMEBOL was founded in 1916 in
South America, the Confederacion Sudamericana de Futbol
(www.fifa.com/classicfootball/history).The game attracted bigger crowds as the league grew,
as did football’s popularity worldwide. The crowd at the FA Cup final in 1888 was 17,000; in
1913, it had swelled to over 120,000. The total attendance in the first year of the League was
600,000, which climbed to 5 million by the 1905-06 season, and was 9 million in Division |
matches alone in 1914. Admittance in 1890 was generally around 6d, which in today’s money
would be £1.50, or around $2.30. The players themselves were earning around £3 a week,
about £179 (or $285) today. By the early 20th century, footballers were being used to
promote products, anything from cigarettes to lotions. Football had become big business,
years ahead of many of its sporting counterparts (www.nationalarchives.gov.uk/currency).

1.6 American perspective:

US Game played by Immigrant Communities:The game developed primarily among the
immigrant class. While there were attempts to establish a national league (the American
League of Professional Football Clubs) in 1894, the league fell apart within 3 months.
Universities declined to take up the sport, and it survived mostly in neighborhoods, primarily
in New England, though immigrant communities in big cities like New York, Chicago,
Pittsburgh and Philadelphia helped the game to thrive there, and St. Louis in particular had a
strong football presence. In the 1904 Olympics held there, football was a demonstration sport
and St. Louis’ players represented the U.S. In 1912, two different organizations petitioned
FIFA for recognition as America’s football governing authority; FIFA told the American
Football Association and the American Amateur Football Association to merge, which they
did, becoming the United States Football Association (USFA). Arguably, football’s strongest
period in American history (before the present) was post-World War I, when Thomas Cahill, a
football executive from St. Louis established the American Soccer League. The league lasted
12 years, enjoying a fair amount of success both financially and from attendances (Kim, C.
1999). The ASL began with eight teams and grew over its existence, with teams in big
markets like New York, and smaller markets like Bethlehem and Providence. The league even
had radio broadcasts, which were popular particularly in the smaller markets. Players from
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other countries were paid to come to the U.S. to join several ASL teams, and when an
Austrian Jewish team that had recently won the Austrian football league championship came
to tour the U.S. in 1925, almost the entire team was persuaded to sign with various ASL

squads. However, internal struggles tore the league apart.

The USFA, after its creation in 1912, had established an Open Challenge Cup, a sort of
tournament/league that never fared that well. The ASL wanted the USFA to hold the Cup after
the ASL season ended but the USFA refused. The league, concerned that some of the teams
would move to the USFA Challenge Cup, ordered all its teams to refuse to participate in the
Cup, threatening fines and expulsion. However, the league owners themselves were split, and
when three ASL teams joined the Cup and started their own league (the Eastern Soccer
League) in 1928, football’s death knell was near. The two watered-down leagues could not
sustain the success of the one league, and with the stock market crash in 1929, the league
soon died out, folding for good in 1933. Unlike other sports which had more firmly
entrenched leagues and/or a strong college presence, football nearly disappeared from the
U.S. sports landscape (Goldbatt, D. 2009).

1.7 African perspective:

African Rise in Football Talent: As the last vestiges of colonialism disappeared in Africa in
the 1970s and with the ascension of Jodo Havelange to FIFA’s presidency, Africa appeared
ready to break into the football world. At the World Cup in 1978, Tunisia secured the first
African World Cup match victory, 3-1 over Mexico. In Spain in 82, Cameroon was unbeaten,
playing Peru, Poland and Italy to draws, but failing to advance out of their group by only a
one-goal differential. Algeria beat West Germany (who would end up winning the Cup) in
their first match, but still failed to advance. In 1986, Morocco became the first African nation
to advance past the group stage of the World Cup, losing to Germany in the first round of the

knockout stage.

Throughout the ‘60s and *70s, much African football talent had gone to Europe, playing for
European squads and joining European national teams. Those who did not could still not play
for their African countries as until 1982; foreign clubs were not obligated to allow their
African players to play for their African nations, keeping them with the club teams. In the
‘80s, Africa finally begun to secure their own talent, and this directly correlated to African

success on the world stage (www.fifa.com/classicfootball/history).Africa’s rise was also
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helped by other factors. Through the sponsorship ofCoca-Cola, Jodo Havelange established
World Cup tournaments for under-20 players and under-17 players. This involvement in
youth sport helped Africa to foster its talent further. Ghana and Nigeria have both won the U-
17 World Cup title twice, and the first U-20 World Cup was held in Tunisia in 1977.
Additionally, the *‘80s saw an influx of foreign coaches into Africa, further helping the
development of the game on the continent (Goldbatt, D. 2009).

1.8Football and Politics:

Politics in football had (and has) often been closely tied to politics all over the world. Politics
and football had gone as far back as the early 1900s in England, where the occasional
political candidate would receive public support from football stars. In 1910, the owner of
Middlesbrough FC ran for office, using his players to campaign for him and even tried to
bribe an opposing team to lose a match against Middlesbrough. After he lost the election and
his plan was uncovered, he was kicked out of football for life by the FA. However, early in its
history both Britain and FIFA sought to keep politics out of football, with FIFA trying to
follow the Olympic mould. However, as it often failed in the Olympics, so too did it fails in
football (Goldbatt, D. 2009).

Governments in Europe used football for military training; the people of Europe, along with
their governments, often saw victory on the pitch as victory for the country, an indicator of
might beyond simply sport. The 1934 World Cup, held in Italy, was used by Benito Mussolini
as a grand tool of propaganda: Italy spent the modern equivalent of around $4.8 million
dollars (which today seems small, but then was a very large amount) on the tournament, even
paying for transportation for fans of other countries and creating a trophy, La Coppa del
Duce, to be awarded to the winners (which turned out to be Italy). Hitler saw football in the

same way, seeking to dominate Europe in every way, including on the pitch.

In South America, football and politics had been intertwined almost since the beginning of
the sport in that region. Under Juan Perdn, Argentina actually withdrew from the 1949 Copa
América tournament and the 1950 World Cup; while Perdn was instituting vast social change,
he was worried that defeat in international tournaments would weaken him and his
government in the eyes of the people. In the 54 World Cup, the Hungarian team was publicly
and loudly supported by the new Soviet communist government as a way to lessen unrest

among the Hungarian people towards their new leadership. The Hungarian loss at the World
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Cup helped contribute to revolution in the country.South Africa and Apartheid: In the late
1950s, during Stanley Rous’ administration, perhaps the biggest political battle in football
became policy regarding South Africa (Ackerman, D. 1999). The country’s apartheid policy
(begun in 1948) caused unrest within the football world, particularly in the rest of Africa. In
1957, when the first African Cup of Nations was played, South Africa was barred from the
tournament, and then barred from the CAF. Its FIFA membership was also suspended in
1961. However, after an investigation by Rous, he determined that the all-white Football
Association of South Africa (FASA) had to represent South Africa in FIFA. Throughout the
remainder of his time as FIFA president, Rous continually rebuffed the efforts of other
African nations and anti-apartheid representatives to impose sanctions on South Africa
(Ackerman, D. 1999).

1.9 South African Football:

1.9.1. Racial divisions in the game:

The roots of soccer in South Africa reach far back into the 19th century, when the game's
official structures reflected the racial divisions in society at the time. The "whites-only"
Football Association of South Africa, later to be known as Fasa, was formed in 1892, but the
SA Indian Football Association (Saifa), the SA Bantu Football Association (Sabfa) and the
SA Coloured Football Association (Sacfa) were only launched in 1903, 1933 and 1936
respectively. Amid a blur of acronyms, South Africans played soccer as they lived- apart. A
so-called Inter Race Soccer Board did organise a few games between these racial associations
during the 1940s, when there was no law against mixed sport, but any creeping integration

was halted by the introduction of formal apartheid laws in 1948.

The geography of South African soccer was set in stone, with whites playing in their own
club structures, feeding the "whites-only"” national team, and, sentimentally and
psychologically, being geared towards Europe. Meanwhile, blacks were left somehow to play
the game among them-selves, denied facilities and funding/sponsorships. In 1958, Fifa
officially recognised the white body, Fasa, as the sole governing body of soccer in South
Africa and the National Football League was launched in 1959 as the country's first entirely
professional club league. It was reserved for whites (Ackerman D, 1999).
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1.9.2. Landmark inter-racial match:

Two years later, Fasa did include some black players within their structure and, when Fifa
suspended South Africa in 1962, the governing body sanctioned a landmark inter-racial
match, played between the "white™ Germiston Callies and the "black™ African Pirates before
10 000 people in Maseru, the capital of Lesotho. In truth, Fasa were whistling against the
wind. Hard though they tried to present non-racial soccer in a very racial country, the
governing body simply ended up looking foolish. When, in 1963, the Fifa Executive lifted
South Africa's suspension, Fasa responded by announcing the country would send a white
side to the 1966 World Cup in England and a black team to Mexico in 1970 (Ackerman. D,
1999).

1.9.3. Inspiring millions:

Against all odds, soccer continued to thrive in the townships. Vast, peaceful crowds streamed
to township venues like Orlando Stadium in Soweto, saluting heroes who were enshrined in
folklore from the Cape to the Limpopo, and even further north. Men like Jomo Sono and
Kaizer Motaung and others rose out of the dust, shone brightly and inspired millions. During
the 2010 FIFA World Cup Sono was a Bid ambassador of the South Africa 2010 campaign
and Motaung sat on the Board of the Bid Company for 2010 FIFA World Cup. Ironically the
two currently sit on the PSL Executive Committee. Even now, heroes of the past are working
to build the future. Into the 1980s, the country's amateur soccer structures were still divided
but, battling against the apartheid tide, standing brave in the vanguard of change, professional
soccer did merge in 1985, under the auspices of a new National Soccer League, which later

became the Premier Soccer league (PSL).

The repeal of apartheid legislation in 1990 started unity talks at every level of South African
soccer and, on December 8, 1991, four historically divided and entirely separate bodies
finally reached across the negotiating table and founded the South African Football
Association on non-racial, democratic principles. SAFA was welcomed into the African fold
by an unforgettable standing ovation at the Confederation of African Football's (CAF)
congress of 1992 in Dakar and then jubilantly admitted as a Fifa member at the governing
body's congress in June 1992 (www.psl.co.za).
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1.9.4. South African Football team:

The national side became known and adored as Bafana-Bafana, translated as "The Boys", and
success followed success. Huge waves of support rippled across the country, and a culture
was born. In May 1994, on the very day of his inauguration as President, Nelson Mandela
significantly broke away from official celebrations to join an 80 000 crowd at a friendly
match between South Africa and Zambia at Ellis Park Stadium. He was ecstatically
introduced to both teams during a 35-minute half-time intervaland inevitably, riding a wave
of national joy, South Africa won 2-1. Within a year, Orlando Pirates had won the African
Champions Cup, heroically beating ASEC Mimosa in Abidjan, and early in 1996, South
Africa hosted and won the African Cup of Nations. Behind the triumphant headlines, SAFA
has diligently created a muscular structure for the game at grass roots, establishing nine
provincial affiliates, further divided into 25 regions, nurturing newly qualified coaches
nationwide, creating a national academy, running age-group tournaments from Under-12
upwards. In all its efforts, SAFA has been receiving the support of its wing (PSL)

(www.safa.net).

Where We Are Today:

Soccer continues to grow and it can be argued that football today is stronger than it’s ever
been. Fans go out to see matches in record numbers around the world, and the television
audience seems to get larger and larger. The money pouring in (and out) of football around
the world seems to have no cap. The most recent World Cup saw a first time winner (Spain)
and the first knockout stage victory for an African team in history (Ghana’s 2-1 win over the
U.S.). Increasing sponsorship levels continue to bring excitement into the game, increased
ticket prices make soccer a middle class sport. There are still however, issues within the sport.

As big business continued its virtual takeover of the sport, more and more fans of the top
clubs are being priced out. While the sport, particularly in England, was built on making it
accessible to the lowest classes, today prices at the top clubs are generally in excess of £30
per game ($47). Additionally, while hooliganism has been significantly reduced, the most
pressing social issue the game faces now is racism. Though major pushes have been made by
FIFA to curb racism in the sport (particularly through its FIFA against Racism campaign),
there still exists significant evidence of racism throughout the sport, especially in Europe.
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The history of the game details the rise and fall of teams, leagues, associations and countries.
Colombia made a push towards international greatness at the 94 World Cup. Their

subsequent defeat and the murder of star Andrés Escobar forced the sport’s collapse in that

country. Africa is still considered a continent on the rise, albeit with challenges of
governance, i.e. accountability and transparency as well as lack of integrative thinking in the
game.Will Asia ever be considered the same way? History tells us the world will be watching.







1.10 Research Objectives




e The main objective of the study is to find nexus between Sport Sponsorship
transaction and Corporate Governance Principles (Accountability and Transparency),
utilising the ABSA-PSL Sponsorship Transaction as a Case Study.

e To acquire an understanding into what aspects of sponsorship make an entity
passionate about the sponsor and how is this translated into brand commitment.

e Corporate Governance Objectives: Factually, good corporate governance aims at
ensuring a higher degree of transparency in an organisation by encouraging full
disclosure of transactions in the company accounts. Full disclosure includes
compliance with regulations and disclosing any information important to the
shareholders and relevant stakeholders. Also, directors should be independent so that
the oversight of the company management is unbiased. Transparency involves
disclosure of all forms of conflict of interest, in this case the objectiveis to focus on
whether both ABSA and PSL familiarised themselves with this context/framework,
and to what extent have they applied themselves regarding accountability and

integrative thinking as well as common sense.

1.11 Hypothesis

Sport Sponsorship practices with commission payments are breeding groundsfor
contraventions of Governance principles (accountability and transparency). In addition this is
something that is deficient in important elements of integrative thinking, as well as adherence

towards accountability and transparency.
1.12 Ethical statement

Ethical clearance to conduct this study was obtained from the University of the Western Cape
and the Department of Sport and Recreation, as well as from the current CEO of
ABSA.Given the nature of the methodology of the study, anonymity/confidentiality has been
guaranteed where necessary to the respondents who have requested it and the leeway has
been granted to respondents who were keen to been declared. The work was done wholly and

mainly while in candidature for a research degree at this University.

1.13 Conclusion
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The above chapter outlined what the study is all about; most crucially it drew the case for the
study. The research is demarcated into four phases, namely; literature review, qualitative case
study method, findings and discussions, and lastly the way forward and recommendations
including highlighting potential future research areas. Chapter one briefly reveals the
discrepancies in the pillars of the study (accountability and transparency) and most
importantly the case succinctly touches on the dangers of negating integrative thinking. This
is a notion which the study will demonstrate in later chapters. The study also provided
international perspectives, ranging across Europe, America, Africa and South Africa,
including potential politics of the game. The following chapter explores symbiosis of sport

sponsorship and marketing communication.

CHAPTER TWO
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MARKETING COMMUNICATION AND SPORT SPONSORSHIP

2.1 Introduction

Sponsorship has its roots in patronage systems of earlier societies. Commercial sponsorships
as a means of corporate communication are a relatively recent observable fact. From minimal
activity in the late 1960’s this medium has grown substantially over the past three decades
(Meenaghan, T. and Shipley, J. 1999). Sponsorship investments are made in order to fulfill
particular commercial objectives. In effect the sponsor, in agreeing to sponsor a particular
cause, is purchasing the rights to associate with the profile or image of the cause and to

exploit this association for commercial benefits (Meenaghan, T. 1998).

The global explosion in the sports markets has resulted in sponsorship surpassing every other
aspect of the marketing industry (PR& Communications Africa, 1997). Sponsorship is fast
becoming the most visible and likeable component of the marketing mix and plays a critical
and active role in affecting or shaping the target consumer’s opinions on the sponsors’ brand
(Ikalafeng, T. 2000). As a result, branding and experiential marketing are becoming
extremely important in the light of sport sponsorship. With the proliferation of global and
local competition, on and offline media, increasing sophisticated consumers and the need for
accountability on behalf of the corporate clients, the sponsorship is facing numerous
challenges and undergoing fundamental changes (Meenaghan, T. 1998). The complexity of
targeting South Africa’s diverse population is another implication for sponsors in South
Africa. Sport and sponsorship can be described as an effective symbiosis, which requires
accountability, transparency and integrative thinking. Just as many companies regard
sponsorship as an essential part of business practice, in terms of their financial health, so do
many sports. Without each other, neither can be as successful. A strategic sponsorship, if
properly executed, will have far reaching benefits including long term relationship between
the sponsors and the target consumer, reinforcing the brands position, top of mind awareness
and overall creating a suitable competitive advantage (lkalafeng,T. 2000). This literature
review aims to present a holistic overview of the sport sponsorship industry from the
evolution of sponsorship to the current and future trends in the industry. Another section of
the study also focuses on the corporate clients who are the sponsorship decision-makers. This
literature review focuses on trying to align the corporate governance objectives for engaging
in a sponsorship activity with the impact it actually has on the consumer. The review is

presented from the corporate perspective in this regard. The report largely focuses on the
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South African sponsorship industry, but global markets and trends play a pivotal role in
analysing the South African market.

2.2 Definitions of Sponsorship

There has been much controversy over the years with respect to the definition of sponsorship.
No single definition has satisfied all professionals in this field and thus a review of the
current definitions will provide insight into the conflicting yet contrasting views. The
difficulties in defining sports sponsorship are partly from the confusion with other concepts
such as patronage, charity, philanthropy and endorsement. Another factor that adds to this
complexity is the labeling of sponsorship i.e. sponsorship of tickets by advertising on the
back, that is not perceived as sponsorship by professionals (Sandler D.M. &Shani, D 1993;
Pope, N 1998). Sandler and Shani (1993) provides the following definition:

The provision of resources i.e. money, people, equipment by an organisation directly to an
event or activity in exchange for a direct association to the event or activity.

This definition propels accountability, transparency and integrative thinking. The providing
organisation can then use this direct association to achieve either corporate, marketing or
media objectives.The definition clearly identifies sponsorship as a support mechanism, yet it
ignores the activity of sponsoring a team or individual. As a result in Pope, N.1998 paper “An

overview of current sponsorship thought”, uses the following definition:

‘Sponsorship is the provision of resources i.e. money, people, equipment by an organisation
(Sponsors) directly to an individual, authority or body (sponsee), to enable the latter to pursue
some activity in return for benefits contemplated in terms of the sponsor’s promotional
strategy and which can be expressed in terms of corporate, marketing or media
objectives.Furthermore, to companies that are entrenched in sports sponsorship
internationally, offer a less academic and basic perspective’. In a brief definition the
International Events Group (IEG, 2010, p 11/www.ieg.co.za) defines sponsorship in a broader

Sense as.

‘A cash or in-kind fee paid to a property (typically a sport, entertainment, non-profit event or
Organisation) in return for access to the exploitable commercial potential associated with that

property’. Another company that proposes to define sponsorship is ISL Worldwide. Where
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IEG ignored the players in the sponsorship market, ISL focuses on them and their individual
benefits: ‘International sport sponsorship is primarily a partnership that brings the leading
companies, Broadcasters and governing bodies of sports together. Founded on mutual
consideration, the Partnership provides major sports federations with the finance to continue
to maintain, develop and promote their sports effectively, and that also triggers and warrants
transparency, accountability and integrative thinking from practitioners. For their part,
sponsors get an opportunity to place brands in front of the biggest and most committed world
TV audiences on an unrivalled scale’.So from these definitions it can be deduced that each
definition varies on some level, yet the underlying construct is the same. The commentators
on this subject agree that sponsorship has numerous commercial benefits that can be
exploited, for free (Pope, N. 1998).

2.3 The Evolution of Sponsorship

Appreciably, some people argue that Sport Sponsorship is a recent phenomenon but Sport
Sponsorship originated in the ancient Greek and Roman era. The upper class of ancient
Greece could enhance the social standing if they were perceived as strong supporters of
athletics, as well as the arts festivals. Similarly gladiators were supported and even owned by
the Roman aristocracy for the same reason. Caesar gained much publicity and support by
financing gladiatorial combat in 65 BC. This is sponsorship in its simplest form; involving
minimal cost and predictable benefits (Pope, N.1998) and ISL website (1999). It can be
described as a successful symbiosis. The word sponsorship is derived from the Greek word
“horgia”, which is a combination of the words “horos” to dance and “igoumai”, | direct or 1
lead. The ancient Greek or Roman who led and paid for the festivals was regarded as the
“horigios” or in other words, the sponsor. Commercial motivated support is a more recent
phenomenon, it is what ABSA seeks to do with the PSL, it is not altruism nor philanthropy
but pure competitive resource which Mark Mullen (1999:16) depicted. Sport Sponsorship as
it is perceived today was initially evident in Australia. In 1861, Spiers Pond sponsored the
Marylebone Cricket Club to tour Australia, the first of its kind (Smith, A. 1994). Signs of
sponsorship in France date back to 1887 when a French magazine, Velocipede sponsored an
auto race. In the United Kingdom in 1896 the first signs of a Sport Sponsorship venture
involved Nottingham Forrest soccer team and the endorsement from Bovril, a local beve