
RESUMPTION VS. REINVENTION

The sponsorship industry comeback from the COVID-19 crisis
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After months on pause due to COVID-19, live sports and entertainment events are 
making a gradual comeback, albeit under limited and challenging circumstances. 
While resumption is an important step, reconciliation and reinvention will be essential 
to achieve sponsorship industry recovery.

In the following report, IEG, in collaboration with Engine Shop, provides insights about 
the disruption, challenges and opportunities ahead for properties and sponsoring 
brands facing an uncertain future.
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Based on the ongoing stoppages, uncertainties around the second half of 2020 and 
reduced major league schedules, IEG has recently increased its U.S. estimate of the sports 
and entertainment sponsorship value gap to $14 billion, which equates to over 50% of paid 
rights fees. This is $4 billion higher than our mid-April estimate and was revised based on 
an extended period of cancellations and closures due to the COVID-19 pandemic.

A WIDENING SPONSORSHIP VALUE GAP

On the brand sponsor side, certain industries 
have been affected more than others leading 
to steep cost cuts, staffing impacts and even 
bankruptcies. 

As an example, the COVID-19 pandemic has 
taken a large toll on travel and tourism, more 
so than other industries and will take an 
extended period of time to recover post-
restrictions as a core business, let alone a 
business that will invest in large sponsorship 
fees. At a combined level, airlines, automotive, 
hotels and rental car companies represented 
nearly 20% of the top 100 sponsorship 
spenders in the U.S., responsible for nearly $1B 
in annual rights fees, according to IEG’s 
Sponsorship Intelligence Database.
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In the early days of the pandemic, IEG forecasted three distinct scenarios as brands and 
properties reconcile interrupted sponsorship agreements. Known as "The 3 F's" — they were 
value forgiveness, value forbearance and value foreclosure. 

Over the last few months, we have seen each of the scenarios play out in real time but behind 
closed doors.

With the beginnings of a cautious re-emergence of sports, the focus has been primarily 
resumption or "putting things back" the way they were when COVID-19 hit. This is simply the 
phase we are in now, primarily about coming off pause and getting back to sports, in some 
cases so seasons can finish and in other cases so seasons can start. 

“The endgame for properties right now is 
revenue preservation and they are really in 
a tough position largely because this isn’t 
a ‘non-performance’ issue it’s a ‘can't 
perform’ issue,” said Peter Laatz Global 
Managing Director, IEG.

The resumption phase has impacted the 
overall value proposition to sponsors of 
sports and entertainment. Engine Shop’s 
CEO and founder, Brian Gordon, points 
out that televised-only events without 
onsite fans, some of which are occurring in 
bubbles, are not what sponsors 
contracted.

REVISED VALUE PROPOSITION FOR SPONSORS
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One of the key benefits of sponsorship versus traditional advertising has always been the 
ability to engage with consumers across a variety of unique touchpoints. 

According to YouGov, 73% of people in the U.S. agree that for brands to be successful today, 
they must connect with customers in real life. Yet most retail transactions are heading online, 
with brick and mortar bankruptcies announced almost daily.  Additionally, many indicators 
still show consumers are not likely to attend a live sporting event this year. Even if guidelines 
allow it, personal comfort levels are low and family budgets are tight. 

So, how does a brand approach the role of sponsorship in the marketing bundle? We believe 
that COVID-19 has accelerated a long-held principle in sponsorship and engagement 
marketing; namely that a successful a sponsorship platform capitalizes on the relevant use
and associated value of intellectual property and related benefits such use of likeness, 
exclusivity and the implied endorsement of a partnership. 

SIGNAGE ≠ ENGAGEMENTSIGNAGE ≠ ENGAGEMENT

Brands associate with sports and entertainment properties to create cultural relevance and 
engage their passionate fan bases and connected communities bound by common 
interests. 

Properties are masterful at building these communities and creating a powerful identity 
rooted in tradition, performance and local Interest.  

Sponsorship enables brands to become a part of these communities and bring value to 
both teams and their communities.  

In making brands whole from the impacts of COVID-19, sports and entertainment 
properties are working within limited and less than desirable frameworks and are often 
unable to provide brands with the true engagement they've signed up for.  

Instead we're seeing make goods being offered that hinge on the media value of static 
signage, exposure and awareness tactics. This is the most quantifiable way properties can 
try to reconcile value but it's not why brands engaged in the partnership in the first place.

SPONSORSHIP = ACCESS

Properties have been short-selling 
themselves when it comes to 
quantifying the intangible value of 
their partnerships, according to 
Dan Kozlak, Senior Director of 
Analytics, IEG, and chief architect 
of Valuation Next. 

https://today.yougov.com/?sourceid=1178109&pdl.rlid=brand&pdl.rlid2=yougov&rlid=%7B%7Bcompetitors%7D%7D&gclid=EAIaIQobChMI0efgyfbw6gIVzZ-zCh2D0wlcEAAYASAAEgLqBfD_BwE
http://sponsorship.com/Valuation-Next.aspx
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REINVENTION

With some creative and inventive approaches, the sponsorship industry will recover and 
reinvent itself with new rules of engagement and value metrics that are mutually relevant to 
properties and sponsors.

No two sponsors or properties are the same and each has different needs and factors 
influencing their businesses. A set of assets that make sense for one sponsor may not have 
the same impact to another due to differing marketing objectives. Properties and sponsors 
must be willing to be nimble in negotiations while understanding that the overall goal is to 
determine the most meaningful ways for brands to reach the audience.

A recent Sportico article 
pointed to the stark reality 
of properties' front office 
turnover in professional 
sports because of the 
changing demands of 
sponsorship sales, 
marketing and activations. 
These demands apply to 
non-sports properties 
selling sponsorship as well. 

There are some important elements of sponsorship acquisition and execution that should 
be deployed to ensure mutual success.

https://www.sportico.com/2020/business/sales/pro-sports-teams-employee-turnover-layoffs-1234608937/


THEMATIC ASSETS & CO-OWNERSHIP
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THE UPSHOT

IEG is a portfolio company within the Bruin Sports Capital network, and within that network, 
Engine Shop, which was founded to help connect brands with consumers based on the 
things they are passionate about. Without a doubt, consumers are passionate about more 
things than just attending live events, and innovative consumer engagements don’t require 
that literal on-site presence.

In times like these, Engine Shop has found success in developing engagement tactics and 
community-based programming that further amplifies consumer affinity by providing 
means of engagement 365 days a year rather than on an individual, event-to-event basis.

One best practice shared with clients is to build thematic assets, concepts that uniquely 
resonate with a specific community and provide similar value to more tangible assets but 
don’t require an event to take place or to transpire in a physical space. 

“Brands can have a more authentic role in the triangular relationship between fan, property 
and brand through a thematic partnership because most often, the platform is created by 
the brand and gives the community a way to more deeply engage with the property they 
love,” said Brian Gordon, CEO, Engine Shop.

The best form of engagement is when a brand and property mutually benefit from co-
ownership of a marketing platform. The beauty of modern age sponsorship is the ability to 
leverage the power of partnership - having the unique ability to build engagement 
platforms with purpose that both parties can build equity in to accomplish shared goals.

While the industry is experiencing transformational impact, we do see potential benefits 
emerging. In a classic reversal, sponsorship has quickly become a buyer’s market. Brands 
can and should use sponsorship as part of their business recovery plans. In this instance, 
there will likely be a large realignment or shift of dollars, creating some needed balance in 
rights fees. 

Secondly, with a new value narrative, we believe properties and brands who trade on the 
utilization of IP will be less concerned about the performance, tracking and accounting of 
traditional assets. Instead, they can work as partners to build relevant programs that move a 
brand’s business and extend the property’s reach through unique means. That looks a lot 
more like reinvention than covering empty seats with logos.

Resumption of live sports and entertainment is necessary for the sponsorship industry to 
recover but going back to business as it was before the global pandemic would be a 
mistake. This crisis can serve as a catalyst for much needed change in the way partnerships 
are decided upon, built and executed. The comeback can be greater than the setback, but 
it will take reinvention with creativity, courage and patience. 

https://bruinsportscapital.com/
https://engineshopagency.com/
https://www.linkedin.com/posts/tomhperry_activity-6691808514458951680-nnXo

