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ECONOMIC IMPACTS OF SUB-MEGA SPORTS EVENTS: A CASE STUDY OF THE RYDER CUP
Girish Ramchandani and Richard Coleman

Sheffield Hallam University, UK

Abstract

The impacts of major sports events held in the UK are routinely assessed using the eventIMPACTS
methodology, which is endorsed by national and regional funding bodies. This chapter provides a
demonstration of the economic strand of the event/IMPACTS methodology and its application to a
sub-mega sports event. A step-by-step guide to event economic impact measurement is presented
using the Ryder Cup as a case study. Scotland hosted the 2014 edition of the biennial golf event
between Europe and the USA, which attracted close to 112,000 spectators, including more than
61,500 event-specific visitors from outside Scotland. Based on an extensive programme of primary
data collection and associated desk research, Ryder Cup 2014 was estimated to have generated
some £41m for the Scottish economy. The findings reveal the substantial financial boost that sub-
mega events of this type can deliver for host locations.
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1. Introduction

Government spending on elite sport, and particularly to underwrite the hosting of sports events, is
often justified by the wider consequences that they are assumed to deliver for different
beneficiaries. Economic impact measurement has become a powerful and persuasive tool for those
looking to capture and demonstrate the monetary benefits that can result from the hosting of a
major sports event for the host location. Measuring economic impact not only allows public sector
bodies to evaluate their return on investment in monetary terms, but it also allows event organisers
to develop practices that maximise these benefits.

In its simplest form, economic impact is the contribution of a given industry or activity on a defined
geographical area or community. Economic impact in the context of major events is commonly
referred to as the contribution of an event to total spending, income and/or employment (Tyrrell &
Johnston, 2006). Some authors define economic impact in terms of net benefits derived from
hosting an event (Crompton, 1995, 2006), while others equate it to net welfare gains (Abelson,
2011). Economic impact is rarely defined or measured as rigorously as in academia, creating a
distinction between academic definitions of the term and the way it infuses policy discourses (Davies
et al., 2013). The definition of economic impact is important as it influences the approach used to
evaluate an event.

This chapter uses the Ryder Cup as a case study to demonstrate the accepted approach to economic
impact measurement in the United Kingdom (UK) for major sports events of this magnitude. The
Ryder Cup is a biennial golf competition between teams from Europe and the United States. It is
jointly administered by the PGA of America and Ryder Cup Europe. The event alternates between
courses in the United States and Europe. The 40™ edition of the Ryder Cup was staged at The
Gleneagles Resort in Scotland from 22"to 28™ September 2014 — the first time that the event
returned to Scotland since 1973. Ryder Cup Europe delivered the event in partnership with the
Scottish Government, Event Scotland, Visit Scotland and Gleneagles. Other key delivery partners
were Transport Scotland, Perth & Kinross Council and the Police Service of Scotland.



Figure 1 shows the location of the event venue in 2014 and the scale of the competition in terms of

the various groups connected with the event (over and above the two competing teams and

officials) is presented in Figure 2.

Figure 1: Location of the Ryder Cup 2014 venue
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Figure 2: Scale of the Ryder Cup 2014
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The rest of this chapter is structured in the following order. Section 2 considers how the Ryder Cup
compares with other events in the world sporting calendar. The common methods used to estimate
the economic impact of major sports events are then reviewed briefly in section 3. Following this,
the approach to event economic impact measurement in the UK and its application to quantify the
impact of Ryder Cup 2014 on Scotland is illustrated in section 4.

2. Major events’ typology

Sports events come in different shapes and sizes. While there is no universal consensus on their
definition and types, some events have been categorised by academics as being 'hallmark' or 'mega’
in both sport and non-sport settings due to their peculiar features. These expressions, however, are
not always synonymous. Hallmark events incorporate a wide range of “major one-time or recurring
events of limited duration” (Ritchie, 1984, p. 2) but are not confined to mega events that have
“dramatic character, mass popular appeal and international significance” (Roche, 2000, p. 1) such as
the Olympic Games and FIFA World Cup. In this context, a mega event can be viewed as one type of
hallmark event. However, the definition of a mega event is not always clear-cut. An event of the
calibre of the Ryder Cup, for example, might be regarded as being sub-mega in comparison with
(say) the Olympic Games, but its status could be elevated to mega relative to many golfing events in
the international sporting calendar.

A more diverse classification of major sports events was developed by Gratton et al. (2000). Their
four-tier event typology is based on the premise that not all events that are considered 'major' in
world sporting terms are necessarily 'major' in terms of their ability to deliver economic benefits and
generate media exposure for host communities. Wilson (2006) added to this typology by introducing
'minor' events of local or regional significance. A slightly adapted version of the event typology is
presented in Figure 3, which illustrates that it can be condensed into three broad categories: mega
events (Type A); sub-mega events with both national and international appeal (Types B-C); and, non-
mega events of domestic importance (Types D-E). The first two of these categories perhaps best
meet the conventional criteria used to define hallmark events in international tourism literature,
which differentiates such events from 'normal’ attractions.

Figure 3: A typology of sports events
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Type A and Type B events have the potential to generate the largest benefits to the economies that
host them and dominate the contribution to economic impact in any one year, but the majority of
sports events in any one year are of Type C, D and E. Taking into consideration its frequency (every
two years) and location (peripatetic / rotating), the Ryder Cup can be classified as a sub-mega,
international, Type C event in the context of the event typology shown in Figure 3.

An alternative classification was developed by Muller (2015), who considered four dimensions —
visitor attractiveness, mediated reach, costs and transformative impact — in an effort to categorise
large events into three different size classes — major, mega or giga. According to this multi-
dimensional classification scheme, Muller (2015) proposed that an event of the calibre of the
Summer Olympic Games meets the criteria of a giga event, the Football World Cup qualifies as a
mega event, whereas the Commonwealth Games and Rugby World Cup are examples of major
events. Given the types of events that typically feature in Muller’s (2015) three size classes, the
Ryder Cup is perhaps more akin to a major event rather than a mega or giga event. This
interpretation also chimes with our suggested classification of the Ryder Cup as sub-mega relative to
the event typology in Figure 3.

3. Overview of methods used for event economic impact analysis

Since the pioneering study of the 1985 Adelaide Grand Prix (Burns et al., 1986), there has been
considerable growth in academic and policy-related literature evaluating the economic impact of
major events. In part, this growth has been due to the needs of stakeholders, including event
organisers, sponsors and government to justify the investment of both private and public funds to
support major events. However, the methods used to measure the economic impact of major events
remain contested and there is considerable debate over the most appropriate methodology to
evaluate events (Abelson, 2011). Furthermore, methodological tensions exist between academics,
consultants and event organisers over the need to balance academic rigour with everyday practical
constraints of time and cost.

Historically, input-output analysis (IOA) has been the traditional method for measuring the economic
impact of major events (e.g. Lee & Taylor, 2005). However, IOA has come under criticism for having
several further limitations. For example, IOA assumes that in response to any external injection of
expenditure because of an event, there are no resource constraints (Dwyer & Forsyth, 2009) and
inputs are provided freely to the event and do not reduce economic activity anywhere else (Noll &
Zimbalist, 1997). Thus, it ignores the negative impacts, which are likely to be of a comparable order
of magnitude to positive impacts brought about by changes such as special events (Dwyer et al.,
2005, 2006).

Computable general equilibrium (CGE) modelling has emerged as an alternative method to
overcome some of the limitations associated with IOA (e.g. Blake, 2005). While Dwyer et al. (2005)
concluded that the widespread use of IOA should be replaced wherever possible by a more
comprehensive technique such as the use of CGE modelling, critics argue that the method has
limitations for evaluating one-off events, and it is more suited to evaluating less frequent Type A
mega sports events like the Olympic Games, which are likely to have a longer-term impact on
national economies (e.g. Blake, 2005; Giesecke & Madden, 2007). Typical CGE models need
significant adaptation to assess small and temporary demand shocks such as major event-type
impacts (Abelson, 2011). Even proponents of CGE accept that the negative impacts of small events
are not so obvious, compared with mega events such as the Olympics (Dwyer et al., 2005). Similarly,
the use of a social accounting matrix (SAM) for measuring the economic contribution of festivals and
events has been developed in response to the criticisms of IOA (e.g. Saayman & Saayman, 2012).



Like CGE, SAM models are more complex than IOA and have more extensive data requirements,
therefore “they have been seen as more appropriate for the study of national economies or larger
regions, rather than estimating the local effects of events” (Bond, 2008, p. 9).

Complex procedures, though, have both time and cost implications. From a practitioner perspective,
rarely are the resources available to create complex multipliers from IOA, CGE or SAM models for
local economies to evaluate sub-mega (Types B-C) and non-mega (Types D-E) events. An alternative
method for evaluating economic impact, which provides a pragmatic approach to measuring the
contribution of major events, is the direct expenditure approach (DEA) (e.g. Gratton et al., 2006;
Ramchandani & Coleman, 2012). The DEA is increasingly used as a more basic method for evaluating
events. There is evidence to indicate that some government agencies around the world are
interested primarily in the direct expenditure impact as a measure of their return on their
investment in major sports events. In the UK for example, UK Sport, Event Scotland and Visit Britain
amongst others continue to endorse the use of the DEA for evaluating events. The DEA involves
measuring the first-round direct economic expenditures associated with an event, which are injected
into the host economy from external sources. In addition to being adopted as an evaluation method
within its own right, it also provides a baseline position for modelling the effects on economic
variables such as GDP and employment using either IOA or CGE techniques (Davies et al., 2013).
Consequently, any errors in estimating the direct expenditure of an event will be compounded
during the subsequent modelling process of more advanced methods. Without appropriate
measures of the direct expenditures related to events, even the most detailed, theoretically
appropriate model will provide misleading results (Tyrrell & Johnston, 2001).

Some authors have argued the case for using evaluation methods that are proportionate to the scale
of an event. Davies et al. (2013) proposed the DEA as a pragmatic tool for more routinely held events
on the basis that it provides a method for evaluating event-related economic activity, which retains
academic credibility while taking account of limited resources. It is a method that can be used to
deliver a cost effective, credible and tangible measure of additional economic activity in a timely
manner following the conclusion of a particular event. Appropriate multipliers can be subsequently
applied to DEA estimates to derive the indirect and induced effects to calculate the overall economic
impact of an event. However, should there be insufficient resources or expertise to calculate these
empirically, providing sound methodological principles are adhered to, the DEA presents a fairly
rigorous framework for evaluating the economic contribution of sub-mega and non-mega events.

4. Ryder Cup 2014 model and data sources

The economic impact of Ryder Cup 2014 was assessed using the event/IMPACTS methodology, which
is endorsed by several key stakeholders across the four UK home nations of England, Scotland,
Wales and Northern Ireland, who invest in bidding for and delivering major sports events in the
country including: the Department for Digital, Culture, Media and Sport (DCMS); UK Sport; Welsh
Government; Event Scotland; Tourism Northern Ireland; and, London & Partners. The eventIMPACTS
methodology has also been adopted by the organisers of many commercially successful events such
as The Open, Wimbledon and The London Marathon. It is aligned with the principles underpinning
DEA, which quantifies the additional expenditure in a given host economy as a direct result of
hosting an event.

Where resources permit and appropriate data are available, the UK approach also allows for
estimating how much of the direct impact is circulated through an economy via indirect impacts
(spending due to inter-business transactions flowing from the initial spending stimulus) and induced
impacts (increased consumer spending due to increased income), with the total impact on the



economy equating to the sum of the direct, indirect and induced impacts. The basic thinking here is
that the monetary estimates are derived using a transparent audit trail and in a way that promotes
like-for-like comparisons to be made across different events.

Figure 4 outlines the key steps that were followed to estimate the economic impact of Ryder Cup
2014 in line with the eventIMPACTS methodology. Measuring economic impact using this approach
enables robust estimates of spending linked to an event to be derived but it does not, in and of
itself, produce similar estimates for income and employment.

Figure 4: Ryder Cup 2014 economic impact calculation process
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A combination of methods were used to gather relevant primary data from event attendees,
organisers and other stakeholders connected with the event, including face-to-face surveys during
the event and post-event online and telephone surveys. An overview of the sample achieved using
the different methods is shown in Table 1. The research team also reviewed event documentation
(e.g. accreditation lists and ticket sales data), consulted extensively with Ryder Cup staff and
analysed the event budget in order to produce an estimate of the event’s economic impact.

Table 1: Ryder Cup 2014 sample overview

Group At Event Post Event Online | Post Event Phone
Spectators 2,899 5,520 -

Media 382 - -
Volunteers 220 572 -
Contractor personnel 208 - 28 companies
Licensees / partners - - 26 companies
Service sector businesses - 30 33

Hotels, B&Bs, guesthouses - 35 45

Golf clubs - 72 -

We now discuss the different steps outlined in Figure 4 and illustrate how these steps were applied
to quantify the economic impact of Ryder Cup 2014.



4.1 Define the host economy

The first step to estimate the economic impact of an event is to select the geographic area of
interest — this is also referred to as the ‘host economy’. The host economy can be a town/city, a
region or a country. This is a critical step in the measurement process because the spatial boundary
selected will determine what expenditure is included in, and what is excluded from, economic
impact estimates.

Any expenditure by event attendees and organisers that originates from within the defined host
economy is normally treated as ‘deadweight’ and is discounted from event economic impact
estimates because such spending does not bring new money into the host economy. Only additional
expenditure that occurs in the host economy from outside the area that would not have occurred in
the absence of the event is regarded as being ‘eligible’ for inclusion. On the one hand, the narrower
the size of the host economy under consideration, the lower the level of deadweight expenditure
and the higher the share of event-related expenditure occurring in that area that will be included in
the economic impact estimate. Conversely, when the size of the host economy under consideration
is relatively large (e.g. when the impact is measured on a country rather than a city), the deadweight
level will increase but the geographical scope in which eligible spending can occur also increases.

The economic impact of Ryder Cup 2014 was assessed at three levels of geography: (1) Perth and
Kinross; (2) Scotland; and, the UK. Perth and Kinross is one of the 32 council areas of Scotland.
Scotland is one of the four UK home countries (alongside England, Wales and Northern Ireland).

Table 2 outlines how the spending by spectators, other event attendees and organisers was treated
at each level of geography based on the origin and destination of expenditure. The economic impact
on Perth and Kinross included the spending by event-specific visitors residing elsewhere in Scotland,
the UK and overseas and by the organisers using monies originating from outside the council area.
For Scotland, the impact was expressed as the expenditure by event-specific visitors residing outside
Scotland (i.e. in the rest of the UK or overseas) and by the organisers using monies originating
outside Scotland. Finally, the UK impact was expressed as the expenditure by event-specific
international visitors and by the organisers using monies originating outside the UK.

Table 2: Treatment of expenditure by attendees and organisers

Destination of expenditure (host economy)
Origin of spending
Perth & Kinross Scotland UK
Perth & Kinross Excluded Excluded Excluded
Rest of Scotland Included Excluded Excluded
Rest of UK Included Included Excluded
Outside UK Included Included Included

In the rest of this chapter, we use Scotland as the reference point to demonstrate the economic
impact calculation process.



4.2 Additional expenditure by spectators and other event attendees
4.2.1 Estimate the number of event-specific visitors

The aggregate spectator attendance over the Ryder Cup week was 213,111, which included repeat
viewing over multiple event days. Analysis of survey data gathered from spectators indicates that on
average each spectator attended 1.9 days of the event. Therefore, the total number of different
spectators in attendance was around 112,000. Consistent with the rationale outlined in step 1
above, this figure was adjusted based on survey data to exclude spectators normally resident in
Scotland ('locals') and visitors for whom the event was not the main reason for being present in the
defined host economy ('casuals'). As shown in Figure 5, the economic impact estimate for Scotland
was based on 61,590 non-local, event-specific, spectators.

A more granular breakdown of the place of domicile of survey respondents is shown in Figure 6.
Overall, some 43% of spectators resided in Scotland, 29% in England and 6% from elsewhere in the UK
and 22% from outside the UK. The main countries from which international spectators hailed included
the USA, the Republic of Ireland and Germany.

Figure 5: Derivation of event-specific visitors (spectators) to Scotland
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4.2.2 Derivation of visitor profiles

The number of eligible visitors to Scotland was sub-divided into three groups: (1) those who stayed
overnight in Scotland in paid accommodation (commercial stayers); (2) those who stayed overnight

in Scotland with friends or relatives (non-commercial stayers); and, (3) those who did not stay

overnight in Scotland during their trip (day visitors). During Ryder Cup week, around 65% of the
61,590 eligible spectators visiting Scotland were commercial stayers, 19% were non-commercial
stayers and the remaining 16% were day visitors. Approximately, 18% of all eligible spectators also
stayed overnight (commercially or non-commercially) prior to and/or following the week of Ryder
Cup 2014. Table 3 shows the average trip duration of the different eligible spectator sub-groups and
the total number of bed nights/day visits generated by them.

Table 3: Spectator sub-groups and their average trip duration in Scotland

Ryder Cup Week Extended Stay
(22-28 September) (Pre 22 or Post 28 September)
Visitor Type THF.) .Bed THF.) .BEd
% People duration | nights/ % | People duration | nights /
(nights/ Visitor (nights/ | Visitor
days) days days) days
Overnight 645 | 39,701 | 3.4 |133,104 | 136 | 8377 | 54 | 45316
commercial
Overnight non-
. 19.2 | 11,819 3.7 43,768 39| 2,416 5.2 12,443
commercial
Day 16.3 | 10,070 2.2 21,808 | na na na na
OVERALL 100.0 | 61,590 3.2 198,681 | 17.5 | 10,793 54 57,758

4.2.3 Calculate eligible spending on accommodation and other items

The number of bed-nights generated by commercial stayers was multiplied by their average spend
per head per night on accommodation to derive an estimate of the impact on the accommodation
sector in Scotland during and beyond Ryder Cup week. Similarly, the total number of bed-nights/day
visits generated by all eligible visitors was multiplied by their average daily spend per head on items
other than accommodation e.g. food and drink, shopping, local travel etc. These calculations are
presented in Table 4. The additional expenditure by spectators in Scotland on accommodation
(£9.75) and other items (£20.39 including green fees) amounted to £30.14m.




Table 4: Accommodation and other expenditure by spectators in Scotland

Ryder Cup Week | Extended Stay
Commercial bed nights (from Table 3) 133,104 45,316
Avg. accommodation cost per person per night £54 £56
Accommodation spend £7.19m £2.56m
Total visitor days / nights (from Table 3) 198,681 57,758
Avg. daily spend per person excluding accommodation* £83 £55
Non-accommodation spend £16.42m £3.15m

* Excludes tickets and green fees. Ticket sales represent a source of revenue for the event and they
are considered within the organiser spend estimate in section 4.4. Expenditure on green fees was
calculated separately by multiplying the number of event-specific visitors (61,590) by the average
spend per person on this item incurred in Scotland during any part of their trip (£13).

4.3 Additional expenditure by other event attendees

A similar process was followed to estimate the additional expenditure in Scotland by attendee groups
other than spectators. Collectively, the spending attributable to eligible volunteers (£0.53m), media
personnel (£2.05m) and contractors, partners and licensees (£3.28m) amounted to £5.86m.

The accommodation and subsistence costs for teams and event staff were paid by Ryder Cup Europe
and are included within the estimate of organiser spend in section 4.4. The host nation agreement
allowed Gleneagles to provide 100 free room-nights for captains, players, coaches, caddies and
physiotherapists. Any personal spending by teams and event staff was not included in the economic
impact estimates, albeit such expenditure would have been relatively modest in comparison with the
spending by other event attendees.

4.4 Net organiser spending in the host economy

The organisation of major events can be an expensive and complex business involving income streams
from inside and outside the host economy, and spending on contracts with suppliers inside and
outside the host economy. Analysis of the event budget and consultations with the Ryder Cup 2014
finance team revealed that there was a significant outlay in delivering the event in Scotland, totalling
some £15.52m. Concurrently, some £26.94m of the event’s revenue originated from sources in
Scotland (e.g. via ticket sales, sponsorship etc.). This means that the net organiser spend in Scotland
(expenditure minus income) was a deficit of £11.42m.

4.5 Direct and total economic impact

Bringing together the various estimates presented in the previous sections, the direct economic
impact of Ryder Cup 2014 on Scotland resulting from the spending attributable to spectators
(+£30.14m), other attendees (+£5.86m) and organisers (-£11.42m) was calculated at £24.58m.

Previous research has highlighted that normal tourists can be crowded-out as a result of a city/region
hosting an event, which can lead to opportunity costs resulting from missed consumption of the
crowded-out visitors (Preuss, 2005). The issue of crowding-out is more relevant to mega/giga events
like the Olympic Games, where the volume of event-related visitors is particularly large, or when the
size of the host economy under consideration is relatively small making it difficult to cope with the
additional demand. As a sub-mega/major event, the Ryder Cup does not create the same degree of
pressure on the tourism sector of a country (Scotland). Moreover, Ryder Cup 2014 was held towards
the end of September, which is not considered to be peak tourist season in Scotland and which would



have served to mitigate against crowding-out effects. Data collected from a sample of accommodation
providers and other businesses in Scotland lends some support to this assertion — see below.

e Around three quarters of accommodation providers (e.g. hotels, guesthouses etc.) surveyed
(73%) reported greater than normal takings in September 2014 (when the Ryder Cup was on)
relative to September 2013, with almost 70% increasing their tariffs around the time of the
event. The Scottish Occupancy Survey revealed that hotel bed and room occupancies were up
compared with September 2013, which reinforced the findings from the accommodation
providers’ survey.

e Half of service sector businesses (e.g. restaurants, bars, cafes, car rentals etc.) operating in
proximity to the event venue (51%) reported being busier, with increased takings around the
time of Ryder Cup 2014 than during the same period in the previous year.

e Across 72 golf clubs consulted, 52% reported that they were busier compared with the
September-October period in 2013. Six in ten clubs felt that the event would help to sustain
and grow golf in Scotland while eight in ten clubs felt hosting Ryder Cup 2014 would help to
attract other major events to Scotland.

In order to estimate the total economic impact on Scotland, the latest available Scottish Industry by
Industry Input-Output Tables were used to derive a Type Il output multiplier! that took into
consideration the inter-industry relationships in the defined host economy. This data was combined
with the itemised spending patterns of the various groups connected with Ryder Cup 2014 and
resulted in an output multiplier of 1.67. In other words, for every £1 of direct expenditure in Scotland
a further £0.67 was generated in the form of indirect and induced effects. These downstream impacts
were worth £16.55m and, as shown in Figure 7, the sum of the direct, indirect and induced impacts
was £41.13m.

! Type | multipliers sum together direct and indirect effects while Type Il multipliers also include induced
effects. The output multiplier for an industry is expressed as the ratio of direct, indirect and induced output
changes to the direct output change due to a unit increase in final use.



Figure 7: Economic impact summary
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5. Concluding comments

This chapter has provided a demonstration of the ‘economic’ strand of the eventIMPACTS
methodology that is used in the UK to quantify the benefits of major sports events using the Ryder
Cup as a case study. Ultimately, an event that was responsible for generating an economic impact of
some £41m for Scotland is testament to the time and resources committed to delivering such a
fantastic sporting spectacle and vindicated the decision to bring the event back to Scotland for the
first time in more than 40 years. The event/IMPACTS methodology also provides guidance on capturing
wider benefits including social, media and environmental impacts (see www.eventimpacts.com) that
can complement and even outweigh an event’s economic impact. According to a separate evaluation
of the volume and quality of media exposure achieved for Scotland and its various brands (Gleneagles,
Scotland - The Home of Golf, Perthshire, Visit Scotland) across live television, TV highlights packages,
TV news, print and social media was worth around £11m and The Ryder Cup brand received exposure
valued at £42m.

Major sports events can also be a catalyst for tangible and intangible legacy benefits. For example,
some £7.4m of improvements were made to road and rail infrastructure in preparation for Scotland
hosting the Ryder Cup in 2014, which has left a lasting transport legacy for Perth and Kinross and
beyond. Another tangible legacy of hosting Ryder Cup 2014 was the successful bid to bring the
Solheim Cup 2019 (the women’s equivalent of the Ryder Cup) to Gleneagles, which was backed and
underwritten by the Scottish Government. This event became the highest attended women’s golf
tournament ever held in the UK and also set a benchmark for staging a family-friendly and accessible
golf event, fulfilling its pre-event promise of equality, experience and innovation through everything
from transport planning to on-course infrastructure and delivery.


http://www.eventimpacts.com/
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