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ereOs a well-known adage in sales: itOs easier to
keep a customer than to get a new one.

The same goes in the sponsorship world. However,
the conditions that enable partners to generate vwed and
to maintain a good relationship arenOt that welldemstood.
Furthermore, when a brand exits a sponsorship, & bften
ill equipped to do it properly, which can make theituation
even more awkward.

Renewing and exiting sponsorships are topics thatN
despite their huge importanceNdonOt tend to be
well covered and for which there are few resources.
ThatOs why we decided to devote our attention te th
subject in this edition.

We will cover exiting a sponsorship at contract rewal time,
or when a scandal strikes; the impact of a sponseiit on
fans; and the relationship between the sponsor arttie
propertyNa subject rarely touched upon, but which s
signibcant consequences on the success of the paetrship.
We will also supply data that sheds light on thesspects of
the sponsorship industry.

Enjoy!
The Elevent Team

S EHOMN
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ABOUT ELEVENT

are an agency specialized in sponsorship
Wnarketing strategies and evaluation.
Our mission is to offer accessible, cutting-edge
sponsorship evaluation tools.

Our team has decades of experience in evaluating
sponsorships for major advertising agencies
and national brands.

We have provided the brands that have put their tstiin
us with innovative solutions to complex communicatis
challengesNbecause thatOs what makes us tick.

ne brst online

tool for marketing
professionals

sponsorship evaluation
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WHAT WE DO:

» Create sponsorship strategies

» Audit target achievement and activations plans

» Negotiate partnerships

» Assess performance

» Analyze and optimize partnerships

» Undertake custom valuations and measurements
» Offer online tools

We are industry leaders in online sponsorship evalin.
Discover the value we bring today.
To bPnd out more, visit www.elevent.co
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WHY YOUR
SPONSORS ARE YOUR
GREATEST ASSETS

t may seem obvious, but in an ever more competitivearket, properties are under mounting pressure

to gain revenues from sponsorship, and this gets@wv harder during sluggish economic times. As in the

consumer market, attracting new business is a muatostlier endeavor than retaining existing partners.
This is why your sponsors are your greatest assefge are brm believers in the concept of shared valu
Properties and sponsors might not always agree, kihey do have common goals that can create added
value for both partners once achieved.

esides the revenue gained from a sponsorship degkoperties
will also seek abjectives of their own like visibj ticket sales,
brand image and networking opportunities, to name faw.
Sponsors will sign a sponsorship deal for variousasons like
visibility, awareness, afPnity with the target aedice, brand
image, sales or to mobilize their employees, for exarepl

ACTIVATION

It is well documented that sponsorship activatiorare a must

for sponsors to achieve their communications goaBroperties
greatly benebt in various ways from sponsorsO atitim programs.
These programs generate both visibility and awaresg great ways
to catch the interest of other potential sponsor®epending on the
industry of a specibc property, such publicity willso help to sell
tickets or generate increased trafpc.

Properties can become a networking platfor
their sponsors interact and create business opportities.
The benebts might not be obvious in the short term, bhaving

sponsors generating sales through a sponsorshipaiice will

have a positive inRuence on the sponsorOs trust @ochmitment.

A property taking the role of a consulting servicefpciently helping
its sponsors reach their marketing goals, will inease the sponsorOs
renewal intentions and even increase investmentsjécting time

and effort into your relationship with sponsors Wénsure that it
fructiPes to yield a better return, more so than a pely money-
based business deal.

-l

\ .
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IMAGE TRANSFER

Sponsorship can also be regarded as a co-brandingterprise.
Managers must be aware that the inf3uence on the brd is not
one-way. The image of the sponsor will affect, ptigely or negatively
the image of the property. In such, careful planninghust be put
forward when managing the sponsorship portfolio, vehi is like
managing a super-brand through sponsorship. By efieatly doing
so, properties can effectively enhance their imaged thus their
desirability in the market.
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TENNIS CANADA
AND ITS PARTNERS:
A LOVE STORY WE
ALL DREAM ABOUT

aving an exclusive event like the Rogers Cup in pasts category in constant evolution isnOt the ottiling

hat accounts for the remarkable success of TennSanada. The organization has an excellent reputatio

or holding on to its sponsors, boasting partnergys of 12 years with Stade Uniprix, 11 years with¢h
National Bank of Canada and more than 25 years with Rogers, among others.

Claude Savard, Vice-President, Corporate Sponsopshat
Tennis Canada, shares his vision on the keys to agss in
sponsor retention.

First, itOs abowetting to know one anothefo create real
symbiosis, the sponsors need to have clear objee#and
properties must be able to highlight the distinctv/features

of their events. All sponsors want a return on thiéhvestment,
but that return can take a variety of different fans, for example
in the case of a product launch or brand repositiang. Tennis
Canada offers customized solutions rather than aggric list of
benebts. From the very brst meeting with a prospiset sponsor,
the event proposes a number of targeted activati@ptions that
demonstrate the eventOs potential for the brand.

Be RBexible Whereas new partnership agreements generally Idst
three years, Tennis Canada reassures its partndg offering them
an exit option at the end of the brst year, trustirthat Othey will be
fully satisbed and they will accept to renew for maggars.O

The secret is toengage in the relationshipBeyond delivering
excellent customer service, it is essential to getvolved Pnancially.
Tennis Canada is one of the exceptions in thatiivests jointly

with its sponsors in more than 75% of cases. Thisslps create
activations that yield results both in terms of thesturn on
investment for sponsors and of the quality of thevent itself,
producing a positive impact on the sustainabilityf éhe relationship:
OWe are so conbdent of the results that we seesiaong-term
investment, because we know theyOre going to renew.O

View therelationship as atemporaind nurture it above and
beyond the event. On top of the requisite post-evewrap-up,
Tennis Canada provides its sponsors with an intettianal report
on the value of the televised broadcast coverageuse as a

". Q elevent

comparable and even allows some sponsors to includpecibc
guestions in the annual survey conducted on evenbgrs.

ItOs important to stay in contact with partners yeaund by
organizing meetings in the spring or activities dag the
December holiday period.

Tennis Canada has succeeded in building solid relahships rather
than Ojust leave the money on the tableO arrangeisdby raising
the buy-in to attract the right kind of partners w are willing to
invest in the union and by offering them a top-notcsponsorship
environment in return.

BEST PRACTICES FOR MANAGING

A SUCCESSFUL SPONSORSHIP:

» Remain Rexible in terms of sponsorship rights.
» Invest jointly in initiatives.

» Build strong relationships between partners.

» Be proactive by proposing activations that arelevant
to brands and their objectives.

» Gauge and share information.
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hination'and renewal clauses and eve ;
often have specibc deadlines that the parti€ ;

{0 exercise their rights. Generally, these clal ionship between two partles$1he§~
party must send the other party a notice er of ¢ ; r lie-and they are both comfortéu the_
eeks or months before the end of the coniié € e ' being managed, it can be tequiig o
are critical, as the failure to send the requireda ; S minimize ce of their contract and to tat'expire, . |

result in contractual clauses being automati thinking that glationship will continue togwell. Never
contract ending or renewing automatica"y. forget that | act forms a Iegal basis betwréhe parties.

. 8lters and the contract that as up for renewal
is terminated; @fiSRautomatically renewed with caiitions that one
of the two partiesideesnOt agree with, or the déelto apply the
right of Prst refusal has passed, the parties camébthemselves in
an awkward situation.

VA'

This leads us to our next important point:

Be attentive to automati¢ renewal clauses, as thepnOt always
state that the contracts will be renewed with thexact same terms
and conditions. In fact, with clauses of this kindzontracts can be
renewed for a shorter or Ionger perld?than Iheltml duration.
partiesn change.
ti erefore |mportant to read the automatic ra@wal claus
carefully so youOre not caught off guard. 2

Why not take advantage of the contract renewal as apportunity
~ to reinforce the relationship between both partiesfthe parties
have developed certain ways of managing their rediship
that donOt appear in the initial contract or thateedifferent from
the contract, the renewal process can be an oppornte time to
make modiPcations and add clauses that better re3dbe real
agreement between the parties, which will go a longay toward
avoiding problems in the future.

T T ItOs also a great opportunity to re-evaluate eaehtpOs risks
H E R I G H R E F L EX ES i and advantages and to negotiate the necessary cha®so that
; everyone is happy for the duration of the next term.
" Inany case, donOt let your sponsorship contractteer dust in
A I N I R A I ; the bottom of a drawer until a problem arises. Angmember to
k| ﬁ o read termination clauses, renewal clauses and right brst refusal
A ' clauses very carefully.

sponsorship contract is not a nominate contract meioned in the Civil Code of QuZbec, in that itOg ao jﬁ% _

contract specibcally debPned by a detailed set oflea that apply only to it. As a result, though spasorship o
ontracts must respect general contractual rules dated by the Civil Code of Quebec, each contractows, ’W
to a certain degree, the law of the parties.

That said, when sponsorship contracts come up foenewal, there are a number of valuable basic pracés éij . (3 2 Why n Ot take advantage
to observe. \ . - of the contract renewal as
an opportunity to reinforce
the relationship between
- both parties?
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PARTNERSHIP TRENDS

The trends
driving partnerships

The sponsorship industry is evolving and so is

the relationship between sponsors and properties.
Sponsors are now making more strategic choices
when it comes to their investments, and theyOrekiw

N E S I for properties that will provide win-win relationgbs.
TheyOre also starting to see the importance of éfithing
long-term relationships that will bring added value

a7 . R Because of this, weOre seeing that their desirefbot

to exit sponsorships and to take on new partners ha
declined since last year.

However, though sponsors are more inclined to invies
in relationships, they are also demand more of the
properties they support, making it important for pperties
to ensure that their offer aligns with their partme® goals.
Generally speaking, the benebts sponsors are loakifor
extend far beyond mere visibility. They want to s¢lee
tangible results of their investment, and are loatg to
their partners to provide adequate measurement teol
They remain unsatisbPed on that front, and Pllingahgap
will be crucial to ensuring complete satisfactiondiween
both entitiesNthe kind of satisfaction that leadsd
successful contract renewals down the road.
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THE INDUSTRYOS GROWTH HALTED
WITH LOWER INVESTMENTS.

e

However, this is related
to smarter spending.

Source: 9" Annual Report of CSLS

SPONSORS ARE BECOMING MORE DEMANDING.

Sponsors who are
looking to drop out of
a current sponsorship:

Q 41% IN 2013
d(

oy 2 (Y0

of sponsors said properties
met their expectations in
helping to measure RO

Value accorded to the following
property-provided services:

ASSISTANCE MEASURING ROI: 42%

AUDIENCE RESEARCH ON PROPENSITY TO PURCHASE: 42%

AUDIENCE RESEARCH ON RECOGNITION/RECAL

AUDIENCE RESEARCH ON ATTITUDE/IMAGE: 34

POST-EVENT REPORT: 32%
LEVERAGING IDEAS: 25%

Source: IEG/Performance Research 2014
Sponsorship Decision-Makers Survey.

Satisfaction with :

. Propertie
Sponsorship ROI pertes
according to: 74 4%

Source: 9" Annual Report of CSLS

". Q elevent

THE MAJORITY OF SPONSORS Sponsors who are considering
ARE IN THE MARKET FOR NEW new relationships:
PARTNERSHIPS, BUT FEWER
SPONSORS WERE CONSIDERINgG
FIRST-TIME DEALS COMPARED
TO 2013.

Source: IEG/Performance Research 2014 Sponsorship Decision-Makers Survey.

Sponsorship property renewal rate:

100% %
90-99% _{\
80-89% _{\
e M r_enewed at Ie_ast 80%
- de 70% M of their sponsorships.

DonO
o 5% CA\ | |
now % Source: IEG/Property Benchmarking Survey 2014.

The majority of properties

NAMING RIGHTS DEALS BY AVERAGE DURATION BY COL

A good indicator
Y of market maturity.
= -
Not surprisingly, North America and
Western Europe seem to have embraced
the concept of long-term deals.
Source: IMR reports: Naming Rights B Global Sponsorship Analysis, 2013
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HOW TO EXIT
A SPONSORSHIP

u spend years building a partnership between a brand and a property and then, for various reasonsN
objectives not being met fast enough, lack of visiat the management level, a changing of the guard
or simply the strategic realignment of a scattered portfolioNthe time comes to call it quits.

No matter how good the reasons are for leaving, eydrand needs a solid exit strategy. There are ntiple
players involved, from the property to the media fans and the general public, and their reactionsr®uld not be
underestimated. You donOt want to run the risk of having years of hard work crumble with a single news story.

THE PROPERTY:
A PLAN

Announcing your exit can hit the property like a toof bricks. It can
generate a lot of insecurity, most notably regardjrthe securing of
new sponsors and the fact that the Pnancial engagemts of events
are often made far in advance.

The key is to give the property a good heads-upgidlly more than
10 months prior to the event, so that it has suflssit time to make
any necessary adjustments. A common ref3ex is to wair the
contract to come to an end to avoid any discomfopetween the
two parties, but itOs best to prepare your exitfasin advance as
possible. This helps keep bad press to a minimum arngives you
the time to end the partnership on the best possible tas.

Announce the news in person. This will prevent aryad blood
between the two parties and keeps negative commerftem being
made on the public stage. Then follow up with wréh conbrmation
and be sure to copy all administrators. Never losgght of the fact
that a sponsorship is a business deal between twoganizations
and is a contractual agreement. Written proof ofésponsorship
ending will prevent any ambiguity when it comes t@newal
clauses, option clauses or the right of brst refugavhich can

go beyond the end of the contract).

A divestment plan can serve as a good middle grourfidr both
organizations. For example, when the property is ldeering positive
results, the brand can progressively pull back ovéwo or even
three years, slowly diminishing its status as a spsor. ItOs also
possible to keep only the assets that are valualitethe company.
For example, if you donOt want to maintain viipificross the entire
site, but you do want to pursue business developmeimitiatives,
you can continue to run a hospitality program. Theverse is also
true if it becomes difpcult attracting clients to the cporate box.

With such an approach, you can issue a clear presslease
indicating a change in the investment level or sta$ without having
to manage a total exitNa compelling option if you title sponsor
or an event presenter.

PR AND MEDIA
GO HAND IN HAND

Media outlets looking for a sensational story coufk eager to
jump on news of a sponsor exiting an event. HaveRR plan in
place before you even announce the news to the pregy.
Your message will be more credible if itOs conlby a third
party, and you can share your plan with the propertso it too
can communicate a positive message. Another goodason to
maintain a healthy relationship even as youOre backin.

"- Q elevent

THE FANS:
A POSITIVE TONE

With any sponsorship, fans are the ones youOretryo reach. There
are two possible strategies when exiting a partnkifs: thanking fans
directly for their support or taking a more corpotaitack. Generally
speaking, the arrival of brand partners on the scercauses more
upheaval than their departure. WhatOs more, the fithas become
accustomed to brands rotating in and out when it coes to big events.
The bigger risk is if the exiting sponsor leavesgiproperty in a
vulnerable position with regards to its future, asn be the case with
more niche cultural and regional organizations.

WHAT IF YOU ARE EXITING
SEVERAL PROPERTIES?

The major divesting of several regional properties a large-scale
exit can have a far greater effect on brand sponsothat if they are
backing out of only one property. In such circumstes, itOs a good
idea to let the blade fall swiftly rather than taigtch out the bad
news over a long period of time.

SOME KEY ELEMENTS TO KEEP IN MIND
WHEN EXITING A SPONSORSHIP:

» Let the property know as soon as possible to maxaei
its chances of securing new sources of revenue.

» Notify all the interested parties in writing to acbany
ambiguity regarding option clauses and the right &frst
refusal in the sponsorship contract: these clausese often
open to interpretation.

) Task internal teams or an agency to build a commugations plan
or a contingency plan for public relations and sociahedia.

» Remember that you will continue to be associated thithe
property for a certain period of time (the effectsf sponsorship
can last several years after the sponsor exits).

» From a public relations standpoint, keeping quietan be a
favourable option when a sponsor exits because oseandal
(How to react after a celebrity endorsement scandal)

Despite the risk associated with exiting a sponsaip, it can be
good for the brand. A case in point: British Ameran Tobacco
pulled out of its various disparate sponsorship acities and
invested heavily in one platform: a new Formula &am that

pts its communications objectives to a tee. Thoud@i®ds easy to
worry about the immediate impact of exiting and itsegative
consequences, the key for any brand is to make thHgest decision
for the long term.



http://www.elevent.co/blogs/sponsorship/17174589-how-to-react-after-a-celebrity-endorsement-scandal
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THE CONSEQUENCES
OF CHANGING

SPONSORS

SERIES ON THE SCIENCE OF SPONSORSHIP

This series introduces readers to university publitans on sponsorship.
It offers a summary of the article and highlights the impact of the Pndings orosigorship management.

Change in a Sponsorship Alliance and the Communicatitmplications of Spontaneous Recovery
Original authors: Anna R. McAlister, Sarah J. KelMichael S. Humphreys, and T. Bettina Cornwell

en sponsorship deals are up for renewal, we oftesee a tide of change when it comes to
the organizationOs partnerships. And that bringsoalh a communications problem: the public
continuing to associate events with previous sponsors.

Given that brand recognition is the key benebt ghensorship,
this is bad news for new partners and has seriouspercussions
on how properties and new sponsors approach partnerskip

This phenomenon is especially problematic when ibmes to
major sponsors, including title sponsors, but itsfiects are felt
on all partners.

Former sponsors can cast a long shadow on the commigations
efforts of new partners. As a rule, new partners ratiunderstand
that former sponsors will continue to benept frorheir sponsorship
even after parting ways with a property.

In fact, the longer the association with a propertthe longer the
effects of the association will lastNup to seven yes after the end
of a partnership.

And that brings about a

communications problem

the public continuing to
associate events with
Previous Sponsors.

KEY FINDINGS:

» The study notes that the Prst sponsors of new awmad events
have increased equity.

» Becoming a lower level sponsor after being aditsponsor
enables brands to communicate and maintain the aneness
of more prominent partners.

» New sponsors are more susceptible to ambush marketing.

WHAT TO DO:

» To overcome the phenomenon of erroneous assoamtj new
sponsors must develop a unique platform with the perership.

» 1tOs important to invest heavily in activationslecommunicate
with the public often to establish connections beteen brands
and properties.
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HOW FANS RESPOND
TO SPONSORS
CUTTING TIES

WITH PROPERTIES

SERIES ON THE SCIENCE OF SPONSORSHIP

Original article:And now, goodbye: Consumer response to sponsor
by Julie A. Ruth and Yuliya Strizhakova, 2012

Il good things come to an end, and partnerships beten sponsors and properties are no exception.
Financing sponsorships is becoming an increasingbpstly endeavour, and when contracts come up
r renewal, there are times when brands decide twalk away. The results of the above study suggest
that even if pulling out of sponsorships is negaély perceived by consumers, brand sponsors can ngtte that
response by paying special attention to how they announce the news and when they decide to make it public.

From objectives not being met to loss of probts gfieasons IN SHORT, IF A BRAND WANTS TO SAY GOODBYE

for ending a partnership are myriad. However, acading to the THE FANS OF AN EVENT. IT MUST TAKE THE EOLL
results of the same study, itOs best for brand sjgors to clearly INTO CONSIDERATION: ’

articulate their motives for pulling out without mang reference

to commercial concerns. This prevents any possib&ambiguity » The duratiorof its involvement: itOs preferable to wait a fgears
when the media releases the story, and enables spsors to before exiting an event to gain a certain level afgognition.
position themselves as acting in the interests dfé community. » The number of sponsornnected with the event (to avoid

For example, when CA Technologies, a software coration, leaving the property without support).

ended its partnership with the World Golf Champiohps, the
PGA publicly thanked the company for its involveménver the
four previous years, during which time it not onlgupported the
rich tradition of golf but also gave back to the comnmity.

» Lastly, itOs importamiot to draw attention to the commercial
reasonsfor ending a partnership, especially publicly.

The consumer connection to the category can alsodace the
negative perception towards exiting sponsors. Ifdids want to
leave on good terms, itOs best to avoid ending parships
prematurely. Fans generally express a degree of titade towards
brands that leave after several years, especiallyther partners
are associated with the property. The future of ttevent isnOt
threatened, and consumer perception is less negative.




24 » 25 Exiting

ENDORSEMENT:
HOW TO REACT
TO A SCANDAL

{ORIGINAL TEXT: HAKIM AZROUR,}VI.SC.

r the past few years, morality clauses have beemopping up in a lot of endorsement contracts,
nabling companies to end their associations withetebrities and distance themselves from negative
events should they occur. This is how endorsemenbntracts came to an end between McDonaldOs and
Kobe Bryant, Kate Moss and Chanel, and H&M and Buebry, not to mention Tiger Woods with Accenture,
Gatorade and Gillette.

Because of the extravagant nature of celebritiesNanaybe just
because theyOre humanNendorsement scandals are iitafle.
Unfortunately, such scandals are also totally unpaéctable, and
companies generally have no advance warning whereihhighly
paid spokespeople decide to stray from the scripthe one thing
companies can control is their reaction when the nafia is in an
uproar about their associations with offending cddeties.

The most striking case in recent imagination is ndoubt the
nearly $100 million investment Nike had to extendjot just
once but twice, to attract Tiger Woods.

1tOs important to remember that some companies isteo such
a high degree in endorsements that the spokespers@ecomes
the very essence of the brand. Nike does that quitgell in fact,
as weOve seen with its Air Jordon shoe line offitger golf
collection. 1tOs well known that the Nike golf liisea brand of
considerable value today, thanks to a substantiahd sustained
investment in R&D and in brand equity. So Nike hatb take all of
this into consideration when it decided not to cutes with Woods
during the inbdelity scandal, and but rather to tbkv their support
behind him during the media storm.

[tOs important to keep in mind that scandals comitlight in
the media arenOt an end in themselves, but the bagng of a
time of upheaval both for the celebrities and fohé companies
being endorsed.

ItOs difbcult to identify exactly what brands stidb when theyOre
mixed up in celebrity scandals. What would you hawdone if

you had to answer on behalf of the Accenture conginlg Prm

and you were told that the best golfer in the worlevho also
happens to be your marketing ambassador, has had tex-marital
relationships with more than a hundred women? Or 1ylae you
would have preferred to handle the Subway story wiha photo

of Michael Phelps smoking marijuana from a bong siaced only

a few short days after you offered him a lucratiendorsement
contract to represent you. Or if golPng and swimngirarenOt your
thing, why not try your hand at baseball . . . aheg! Unless youQOre
MasterCard, and your ambassador Barry BondsNa biggendn-
life, all-time home run record holderNswears up analown that

he never took steroids from the BALCO lab.

History has shown that companies that Pnd themselvé these
situations can take different tacks. Should they pport the
celebrity, abandon ship, or simply do nothing?

An analysis of 60 real cases of endorsement scandakpresenting
23 sponsoring brms and 32 celebrities conbPrmed ottiging:
companies pay big for the scandals of the celebas who represent
them. When studying a scandal, you see that thereeatwo
Omoments of truthO: First, thereOs the announceroéitie scandal
in the media, then, usually a few days later, thenaouncement of
the companyOs reaction to the scandal. Results hatewn that,
when you add up the bnancial losses of these tworauncements
on the day theyOre released in the media, the markealuates the
average bnancial impact of the scandal at 0.75% tife companyOs
market capitalization. When you consider that thealue of some
companies reaches into the millions and even bills of dollars,

".' elevent

you quickly see that the repercussions of such endeement
scandals take on a dimension that fully justiPes tlermOs concerns.

WhatOs more, studies have also established cleadejines for
brand managers who are confronted with an endorsemescandal.
When the time comes for companies to react to a sedal, the
position to adopt in order to protect their sharealue is to simply
keep quiet. This can be attributed to the fact that companies
decide to react, either by supporting or renouncingelebrities,

the market would interpret the gesture unfavourablthinking the
companies were trying to curb Pnancial disaster. Bgeping quiet,
companies keep from sending signals to the markdiat could be
seen as a desperate attempt to limit Pnancial losses.

In practice, opting for silence isnOt the most iitive path for any
manager to take, as the powers that be in any compytend to
expect some kind of response, and they could intergt a passive
reaction as a lack of reaction. Fortunately, the aent study
empirically conbrms, for the brst time ever, theviaurable effects
of silence on company value. Managers can now abgtdrom
making waves in the mediaNwhich could be negatively
interpretedNin total conbdence.

However, itOs important to remember that this recmendation

is made with one thing in mind: optimization of a capanyOs
market value. We advise managers to keep an overadlion of the
scandal so they can make decisions based on ethigaldgment,
market conditions (e.g. the risk of another comparpicking up
the celebrity) or clauses in the endorsement contta(e.g. the
monetary consequences of terminating the contract).

IN SUMMARY:

» Scandals implicating brand endorsers are more andore
frequent today, which is why morality clauses hawopped
up enabling companies to cut ties with the celebritip question.

» Endorsement scandals are very hard on sponsorieagmpanies,
costing approximately 0.75% of their market capitalization.

» If Prms want to minimize the negative impact ofscandal on
their market value, their reaction should be to reain quiet and to
abstain from issuing a press release or a statementthe media.

» In spite of everything, an informed managers shtasliconsider
every aspect of the situation before reacting todtscandal
(support, renouncement or silence).
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THE ART OF

HANDLING A SCANDAL.:
FIVE CASES AND
MULTIPLE SOLUTIONS

en a scandal breaks, keeping quiet can seem likéa¢ most appropriate course of action for
sponsors. But there are, in fact, many different tks sponsors can take when the times comes
to distance themselves from important properties.

TURN THE SCANDAL

INTO A BUSINESS MOVE:

THE FESTINA AFFAIR

Long before Lance Armstrong, the Tour de France eddy
1 had a number of scandals under its belt (hence thaickname:
the Tour of Doping). The most signibcant scandal sithe

Festina Affair in 1998. For the brst time in the $tiory of cycling,
an entire team was excluded from the Tour de Franadter their
soigneur was arrested at the border with large quities of doping
products in his car. It was tough for FestinaNtheuxury watch
brand sponsoring the teamRto distance itself fromhe scandal
when its name was peppered all over the media. Thestina team
put an end to its activities in 2001, and the brandedirected its
involvement in the event: it remained the ofpbcighsnsor of
timekeeping for the Tour de France and set up a fodation to
prevent doping.

THE 1998 I0C SCANDAL:
HOW TO BULLY YOUR WAY
TO REFORM

No doubt the most important scandal to rock the Qtypics
2 erupted in 1998 when members of the International mpic

Committee (IOC) were accused of taking bribes frottme
Salt Lake City Organizing Committee during the bidd process for
the 2002 Winter Olympic Games. Afterwards, DavidAX$sandro,
CEO of the insurance company John Hancock, was toaly
sponsor to reactNand he reacted strongly. He publlg criticized
the Committee, demanded an investigation and callezh the
Committee President to resign. He removed the Olyiop logo
from all his communication materials and cancelletis television
advertising for the Atlanta Summer Olympic Gamesughe didnOt
stop there: he pushed for reform and transparencyithin the 10C
and in the process became a polarizing bPgure thabimie
considered an attention-seeking bully.
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Kia, Red Bull and Samsung opted to suspend their paership.
Because suspending their sponsorship likely wast@toption in
their contract, technically they remain sponsors difie team, but at
a safe distance thatOs far removed from the conémy. This new
option will no doubt become commonplace in sponsdng jargon
as it offers the best of both worlds.

A HIERARCHY OF REACTIO
ONE SCANDAL AFTER
ANOTHER FOR THE NFL

In 2014, the multiple cases of domestic abuse inwzihg
4 players of the NFL deeply tarnished the image ofé¢hLeague,

from Ray Rice (conjugal violence) to Adrian Petenso
(child abuse). Though sponsors criticized the Leagtfor not taking
swift action in punishing the players, they didnt@tminate their
partnerships. Even Cover Girl stayed on board, défspactivists
altering one of their ads to draw attention to tHarandOs inaction.
Brands certainly didnOt want to be associated watizontroversy of
this magnitude, but they werenOt ready to walk aviiaym the NFL
altogether. So what did Nike do? They stopped spaming players
who were involved in the scandals, thereby distamgj themselves
from the violence while still remaining associateslith the League
and its attributes of excellence in sport.

THE FIFA SCANDAL.:
GIVING INTO FAN PRESSUF

May 27, 2015 wasnOt a good day to be a FIFA sponsor.
5 This was the day when US investigators uncoveredays of

corporate corruption dating back to 1991. One suchcandal
involved the Qatar bid to host the 2022 World Cuphich also
came with damning reports of the countryOs treatrbeh migrant
workers, raising deeper ethical and humans rightssues. To date,
FIFAOs major sponsorsNCoca-Cola, McDonaldOs, Busdweind
AdidasNhave all expressed their concerns but nonedve gone any
further than that, with the exception of Visa, whichas threatened
to end its sponsorship if the Federation doesnGititute meaningful

A NEW CONCEPT: SUSPEN SEE. it consumers now soe tre poner g and |
O F S P O N S O R S H I P ACT I V I TI 332?&?; ;hceg/r ﬁ:glt out and end their partnershipwhen
AFT E R TH E STE R |_ I N G SCANDAI’Lg the consequences of a tarnished imag@ainst the

released in which Donald Sterling, owner of the L@lippers
basketball team, made racist comments to his giiiénd
about a photo she had taken with basketball legeridagic
Johnson. Reactions were swift, with Barack Obama ighing
in and several people offering to buy the team, ihaling Magic
Johnson, Oprah Winfrey and Pnally former Micros@EO,
Steve Ballmer. Some partners reacted quickly by ting their
sponsorships (Carmax, Virgin America, Mercedes-Beard
Chumash Casino Resort) while several others likerGaa,

3 In 2014, a scandal broke when an audio recording vga

benebpts of a platform that offers access to millisiof fans, brands
also have to consider the fact that consumers anedreasingly
choosing brands not only for their products but fdhe values they
support. In short, thereOs no easy answer whendtes to dealing
with scandals. Brands must weigh all their optionsiind, in the
process, never lose sight of consumers or the market.
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Final thoughts

e thing is clear: sponsors have no shortage of
Qytions in the current marketplace. As for propess,

ey have to deal with cycles where brands tend to
reduce their investments or pull out from their panership

deals entirely. We can conbrm without a shadow oflaubt
that it is currently a buyerOs market.

In this context, an imbalance can emerge between
sponsored properties and sponsors where it can be
tempting for the partner with the most power to put
pressure on the other partner to gain the upper hand.

ItOs important to remember that when the balance
between partners is respectedNboth in terms of the
business relationship and value sharingNthe benebts
are always greater.

There can be very justibable reasons for exiting a
sponsorship agreement: potential damage to the bredna
realignment of the portfolio, an overly expensiv@ansorship
generating marginal benebpts, etc. However, too many
companies bnd themselves in awkward situations when
the time comes to leave. There can be signibcanta

costs and the brandOs reputation can be seriously affected.

To avoid such outcomes, itOs important to proceed i
a methodical fashion and to keep a clear head.

LetOs talk!

« S EHOMN
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In sponsorship marketing, new tools and trends emege almost daily. At Elevent, weOre excited to
share these discoveries as they happen. Stay on topof things through our blog, and subscribe to
our monthly newsletter for ideas and analysis from industry experts.
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Creating valuable, lasting sponsorships is an art.
And Elevent is passionate about it.

Our simple, powerful e-valuation toolkit makes

it easy to understand the things that drive
partnerships and provides actionable information
to make them stronger and more probtable.
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