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Accessing and exploiting organizational resources are essential capabilities for competitive sport organiza-
tions, particularly those engaged in motorsports, where teams lacking resources frequently dissolve. Corporate
sponsorship represents a common method for resource acquisition, yet not all sponsorships equally benefit
the sponsored organization. Sponsorship utility can be dependent on institutional dynamics such as league
governance that produces competitive disparities. Through this study we extend the resource-based view to
assert that sponsorships vary in their propensity to contribute to team survival, warranting prioritization in
sponsorship strategy based on access to different sponsor resources. To empirically investigate the influence
of a variety of sponsorships, survival analysis modeling was used to examine 40 years of corporate sponsor-
ship of Formula One racing teams. One finding from the longitudinal analysis was that sponsorships offering
financial or performance-based resources enhance team survival to a greater degree than operational sponsor-
ships. However, such prioritization is subject to team experience, changes in institutional monetary allocation,
and diminishing returns.
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In the charity, arts, entertainment, and sport indus-
tries, corporate sponsorship has flourished as a structured
exchange mechanism whereby the industries’ organiza-
tions can access heterogeneous resources from com-
mercial partners in return for promotional affiliation and
enhancement (Meenaghan, 2001). Sponsorship represents
an important platform for interorganizational research
in sports for several reasons. Scholars have recognized
the potential for a sponsorship alliance to differentiate
and add financial value to a sponsoring firm’s brand
while serving as a primary method of resource acquisi-
tion for sponsored sport organizations (Jensen, Cobbs,
& Turner, 2016). For example, since 1995, Shell has
provided the Ferrari Formula One (F1) racing team with
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diverse resources such as financial investment, petroleum
products, and technological performance expertise. In
exchange, Ferrari provides Shell with the F1 product
testing, knowledge, and sponsorship resources to meet
Shell’s promotional objectives of creating awareness
for Shell’s premium products, sustaining its perceived
position as a technology leader, solidifying key stake-
holder relationships via event hospitality, and encourag-
ing purchase through themed point-of-sale promotions
(Verity, 2002).

Moreover, because corporate sponsorship is an insti-
tutionalized support mechanism ubiquitous throughout
sport and its various segments, engagement in this type of
interorganizational alliance spans a myriad of connected
industries, organizations, activities, and managers (Crow-
ley, 1991). Yet, the managerial aspects of sponsorship
alliances have received scant attention in an otherwise
maturing body of research (Cornwell, 2008). Similar to
other alliances, the resources exchanged within a sponsor-
ship are heterogeneous and not necessarily related to a
sustainable competitive advantage (Amis, Pant, & Slack,
1997). Since Amis and colleagues (1997) first used the
resource-based view (RBV) to study sponsorship man-
agement, scholars building on their work have maintained
their investigative focus on the sponsoring firm while
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ignoring the influence on the sponsored sport organization
(e.g., Fahy, Farrelly, & Quester, 2004; Jensen et al., 2016;
Papadimitriou & Apostolopoulou, 2009). In this paper,
we advance the RBV agenda in sport by evaluating the
heterogeneity of resources accessed by the sponsored
sport organization in relation to its competitive survival.

Finally, the growing popularity of sponsorship alli-
ances as a mechanism for resource exchange is evidenced
by the rapid expansion of corporate sponsorship invest-
ment, which reached an estimated worldwide expenditure
of US$55.3 billion in 2015 (International Events Group,
2015). Given these factors, empirical research to test
how sponsorships offering divergent resources impact
the longevity of sponsored sport organizations is broadly
relevant and important to the sports industry as managers
make decisions on prioritizing sponsorship solicitation.

Background

The Compelling Context
of Formula One Racing

Sport organizations are particularly dependent on spon-
sorship as a resource necessary for survival in the highly
competitive arena of motorsport, such as the National
Association for Stock Car Auto Racing (NASCAR),
V8 Supercars, and F1 racing, where up to 70% of team
budgets are funded by sponsorships (Sylt & Reid, 2008).
The ultracompetitive arena of F1 motor racing provides
an ideal context within which to study the influence
of sponsorship resources on organizational survival.
In October of 2014, two different F1 teams (Caterham
and Marussia) approached administration, the British
equivalent of Chapter 11 bankruptcy (Sylt, 2015). The
Marussia team went into administration in late 2014 and
missed the final three races of the 2014 F1 season, while
the remaining Caterham assets were liquidated at auc-
tion in early 2015 (Smith, 2015). The loss of two teams
temporarily reduced the starting grid for F1 races to only
18 cars, which posed a management crisis for the sport as
the 100-year agreement for the sport’s commercial rights
between the Fédération Internationale de 1’ Automobile
(FIA) and private equity firm CVC was put in jeopardy
of default (Sylt, 2015). Given F1 teams’ heavy reliance
on sponsorship to fulfill budgetary needs (Sylt & Reid,
2008), a better understanding of sponsorship resource
priority could help existing and future teams survive and
avoid administration or bankruptcy.

The purpose of this longitudinal study is to pri-
oritize and test the influence of differing categories of
sponsorship (in the form of performance, financial, and
operational-related alliances) on the survival of sport
organizations. To achieve this aim, we employed a survival
model utilizing 40 years of data that included the sponsor-
ship alliances between 124 different F1 racing teams and
1,077 supporting commercial sponsors. Survival analysis
modeling, commonly used in the health field to examine
the determinants of a person’s lifetime, is an appropriate
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method to study how various factors influence the dura-
tion to a particular event (Singer & Willett, 2003). In this
study, the event of interest is the dissolution of the sport
organization or team. In survival analysis, the modeled
dependent variable is the hazard rate, which is a function
that denotes the probability of the organization experi-
encing dissolution (Audretsch & Mahmood, 1995). The
hazard rate is based on the age and characteristics of an
organization (i.e., independent or control variables in the
model) in relation to its peers within a particular institu-
tional environment. Therefore, a negative coefficient in a
survival analysis model indicates the associated variable
reduces the hazard of dissolution, or likelihood of the
organization’s ceasing to exist in a particular year. For
example, successfully registering patents may contribute
to the survival of sports technology firms such as Sport-
vision and Hawk-Eye, purveyors of American football’s
first-down graphic and soccer’s goal line technology. If
so, we would expect a negative coefficient to be associated
with a variable that measures registered patents because
such patents reduce the likelihood of sports technology
firms’ bankruptcy or dissolution.

F1 teams are competitive enterprises that access
various categories of resources via corporate sponsorship
to enhance performance and in turn, maintain operations
on an international scale (Cobbs, Groza, & Pruitt, 2012;
Jensen & Cobbs, 2014). Because of the high-profile
nature of F1, a team’s birth, survival, competitive per-
formance, sponsorship activity, dissolution, and insti-
tutional conditions are all publicly documented across
global media sources. While scholars have recognized
the theoretical diversity of interorganizational alliance
resources and suggested situational contingencies to their
utility (e.g., Cui, 2013), we can empirically test how a
sport organization’s access to such resources through
sponsorship influences its survival in the dynamic, highly
competitive institutional environment of F1 racing.

RBV and Resource Heterogeneity

While the popularity of the RBV has focused attention on
the contribution of organizational resources to a sustained
competitive advantage (Barney, 1991; Wernerfelt, 1984),
the mere sustainability of operations concerns many
sport enterprises. In a dynamic, competitive environ-
ment, an organization’s administrators must continually
manage resources in a manner conducive to sustaining
operations while organizational learning accumulates.
Levitt and March (1988) explain that “organizations are
seen as learning by encoding inferences from history
into routines that guide behavior” (p. 319). To maintain
operations during this process, sports team administrators
often formulate interorganizational alliances in the form
of corporate sponsorships, which act as a quasi-market
mechanism to enable the team to leverage its own core
capabilities as bartering chips in relationships with spon-
sors that facilitate additional resource access (Cobbs et
al., 2012). The RBV initially emphasized the character-
istics (i.e., rare, valuable, inimitable, nonsubstitutable)
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and competitive implications of resources internal to
the organization (Barney, 1991). Sport strategy theorists
later extended the RBV beyond the boundaries of the
firm to recognize the potential competitive contribution
of interfirm alliances and their associated resources (Amis
et al., 1997; Jensen et al., 2016).

While alliances such as sponsorships often have clear
short-term benefits in terms of resource access, relying
on interorganizational relationships for access to a range
of resources entails dependency dilemmas that may be
detrimental over time (Pfeffer & Nowak, 1976). Fur-
thermore, an organization’s capacity to manage multiple
alliances is finite (Cui, Calantone, & Griffith, 2011; Deeds
& Hill, 1996), organizational and alliance resources are
not homogeneous (Cui & O’Connor, 2012; Grant, 1991),
and their utility is subject to dynamic conditions (Cui,
2013). In other words, a certain sponsorship resource
(e.g., tire supplier for a racing team) may be particularly
valuable in a given set of organizational or institutional
conditions (e.g., where teams are responsible for sourc-
ing their own tires), whereas that same resource may
be less relevant when such conditions change (e.g., the
racing series contracts with a single tire supplier for all
competing teams, as happened in F1in 2011). As aresult,
ongoing prioritization and maximization of resources is
necessary when managing any alliance strategy, including
sponsorship solicitation and execution.

According to the RBV, resources are heteroge-
neously distributed across firms and do not represent
identical benefits (Barney, 1991). Grant (1991) identified
six general categories of firm resources: financial, physi-
cal, human, technological, reputation, and organizational.
In empirical contexts emphasizing resource exchange,
scholars have routinely reduced the categorization to
designations such as technical versus nontechnical (Chan,
Kensinger, Keown, & Martin, 1997), marketing versus
research (Anand & Khanna, 2000), technological versus
marketing (Das, Sen, & Sengupta, 1998), and unilateral
support versus bilateral cooperation (Lee, Lee, & Pen-
nings, 2001). In the sports context, Fahy et al. (2004) des-
ignated sponsorship resources as tangible and intangible
assets and capabilities of the sponsoring firm. However,
all of these resource categorizations tend to describe the
actual resource or alliance relationship and not necessar-
ily a sponsorship’s potential contribution to the sponsored
team in relation to its competitive environment. While the
RBYV emphasizes internally available resources, it is most
beneficial for strategy development when considered with
the external perspective of the industrial organization
(Wernerfelt, 1984; see Truyens, De Bosscher, Heyndels,
& Westerbeek, 2014, for a discussion of the industrial
organization perspective and the RBV applied to sport).
Likewise, certain sponsorship resources may offer a more
direct contribution to a team’s survival in a particular
environment, and that contribution may change with the
dynamics of the competitive environment (e.g., adjust-
ments to the league revenue distribution model).

Prior researchers who focused on the competi-
tive environment have applied a “complementarity” or

“strategic relatedness” approach to resource application
by characterizing the resource exchange within an alli-
ance relationship based on a comparison of each partner’s
industry or operational context (Chung, Singh, & Lee,
2000; Sarkar, Echambadi, Cavusgil, & Aulakh, 2001;
Tsai, 2000). Complementarity with alliance partners
offers a distinctive basis for prioritization of complemen-
tary resources. Sarkar et al. (2001, p. 360) conceptual-
ize alliance complementarity as a symmetry consisting
of “unique and valuable resources available to achieve
strategic objectives,” which thus enhance “competitive
viability.” This perspective implies not only that resources
are heterogeneously distributed across firms and indus-
tries but also that resources retain a strategic dimension
relating to their potential utility in competition. In other
words, sponsorships provide access to certain resources
that may be more or less relevant to a team’s survival
based on the competition faced in a specific environment.
To that end, we propose sponsorship alliance distinctions
within this study based on access to three different types
of resource categories: performance-based sponsorships,
financial sponsorships, and operational sponsorships.
While access to each type of resource constitutes a dif-
ferent element of sponsorship strategy, we hypothesize
each to deter team dissolution to varying degrees based
on resource complementarity within the institutional
context of F1 racing.

Hypotheses

Performance-Based Sponsorships

The first sponsorship resource designation—labeled
performance-based—is signified by high industry
relatedness between sponsorship partners where the
complementarity of available resources directly relates to
competitive performance. Dyer and Singh (1998) define
complementary resources as collectively generating
“greater rents than the sum of those obtained from the
individual endowments of each (alliance) partner” (pp.
666—667). In the context of F1 racing, such alliances
are most common in the form of sponsorships with
automobile component manufacturers, aerodynamic
engineering firms, or other high tech partnerships focused
on enhancing track performance. A sponsor that shares
an industry with or operates in an industry strategically
related to the team’s competitive environment is likely
better equipped to offer complementary resources that
enhance performance and combat rivals (Varadarajan &
Cunningham, 1995). Accessing complementary resources
to enhance performance is a foundation of alliance for-
mation (Chung et al., 2000). Likewise, in the expansive
literature on sponsorship congruence (for a review, see
Fleck & Quester, 2007), sponsor product relevance is one
key to high-fit sponsorships (Olson & Thjgmge, 2011).

Bergmann Lichtenstein and Brush (2001) found
resources relating directly to the production process to
be more salient to entrepreneurs, who typically pursued
such resources through interorganizational partnerships
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in congruent industries. This assertion follows organi-
zational learning theory (Levitt & March, 1988), which
includes the tenet that entrepreneurial enterprises can
compensate for their liability of newness by gaining
relevant industry knowledge through alliances with
established firms (Freeman, Carroll, & Hannan, 1983).
However, as the entrepreneurial organization accumu-
lates competitive experience over time, the necessity of
accessing performance-based resources may diminish
(Bergmann Lichtenstein & Brush, 2001). As a result, we
anticipate resources exchanged within congruent industry
sponsorships to exert a positive influence on a team’s
performance in head-to-head competition and thereby
stave off organizational dissolution, but we expect the
survival effect of such sponsorships to diminish as a team
accumulates competitive experience:

Hla: A team’s performance-based sponsorships are
negatively related to the hazard of dissolution.

H1b: As a team gains experience, the negative rela-
tionship between dissolution and performance-based
sponsorships weakens.

Financial Sponsorships

Financial or monetary resources represent the most ubiq-
uitous designation of firm resource categorization (e.g.,
Barney, 1995; Grant, 1991), which is not surprising given
their versatility. Financial resources not only possess an
intrinsic transformative nature but can also symbolize
the ultimate aim of many organizations—that being to
increase financial wealth. Indeed, this money-making
condition is so vital to an entrepreneurial enterprise
such as a racing team that the financial numbers test
(i.e., how will the business make money?) entails one
of the two essential tenets of a viable business model
(vs. the organizational narrative test, which asks if the
story of the business makes sense; Magretta, 2002).
In our context, financial sponsorships involve firms in
industries unrelated to either competitive performance
or business operations. For example, team sponsors such
as Johnnie Walker spirits, Labatt’s beer, Pepsi-Cola, and
Universal Music Group fit this category, where the spon-
sors contribute financial resources to the team but do not
otherwise contribute resources directly relevant to track
performance or business operations (i.e., the subsequent
sponsorship category).

Beyond simply creating monetary wealth, financial
resources provide an organization with flexibility because
their quality of liquidity enables these resources to be
quickly exchanged for another resource deemed at the
time to be vital to the team; however, Barney (1991)
points out financial resources are often not rare and are
therefore unlikely to solely generate a sustainable com-
petitive advantage. While accessing financial resources
may be imperative to team survival, some researchers
have shown that in the early stages of organizational
development, financial resources, though relevant, are
not as important to the entrepreneur as those resources
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relating directly to performance (Bergmann Lichtenstein
& Brush, 2001; Brush, Greene, & Hart, 2001). Therefore,
we formally hypothesize that access to financial resources
through sponsorships contributes to a team’s continued
existence but suspect such sponsorships are not as vital
as performance sponsors:

H2a: A team’s financial-based sponsorships are
negatively related to the hazard of dissolution.

H2b: The relationship between financial sponsors
and dissolution is less intense than the relationship
between performance sponsors and dissolution.

Operational Sponsorships

Resources contributing to the ongoing operation of an
organization, but that are not strictly monetary or straight-
forwardly influencing a team’s direct competition with
rivals, were labeled as operational sponsorships. This
category is characterized by the commodity goods and
services necessary for the continued functioning of a team
and instrumental to accessing further resources (Brush et
al., 2001). For most organizations, such resources might
include office equipment, Internet access, certain basic
employee services, and other administrative capabilities.
Similarly, for racing teams this category may include
sponsors in the logistics (e.g., FedEx, DHL, Hanjin),
human resources (e.g., Adecco, Randstad), or office
supply industries (e.g., Brother, IKON). This type of
operational resource is typically not the primary basis for
competition within an industry and tends to be easier to
access given their near universal utilization. As a result,
operational resources are not particularly rare, and
similar to financial resources, are unlikely to be a source
of competitive advantage (Barney, 1991). In addition,
these resources lack the flexibility and liquidity of pure
financial resources. We therefore formally hypothesize
operational sponsorships to contribute to organizational
survival but suspect access to such resources is less influ-
ential than either performance or financial sponsorships
in predicting team dissolution:

H3a: A team’s operational sponsorships are nega-
tively related to the hazard of dissolution.

H3b: Operational sponsorships are the least influ-
ential to dissolution compared with performance or
financial sponsorships.

Sponsorship Management Constraints

Though sponsorships offer a convenient mechanism for
interorganizational resource exchange, like individuals,
an organization’s capacity for managing relationships
may be bounded and subject to diminishing returns
(McFadyen & Cannella, 2004). Firms possess an alliance
management capability that is constrained by factors
such as partner evaluation, coordination, and integration
costs in time, focus, and monetary investment (Ireland,
Hitt, & Vaidyanath, 2002). Managing different types and

JSM Vol. 31, No. 1, 2017



100 Cobbs et al.

increasing numbers of sponsorships can strain a team’s
capability for maximizing returns to the numerous rela-
tionships (Rothaermel & Deeds, 2006). Deeds and Hill
(1996) describe this phenomenon as arising “because the
effectiveness with which the firm can select and manage
alliance partners is likely to be negatively related to the
number of alliances the firm is managing” (p. 42). Given
this cost to managing increasing alliance relationships,
too many sponsorships may eventually exhibit diminish-
ing returns and be detrimental to a team’s continuity. For
example, adding a tenth performance-based sponsor to a
racing team’s portfolio may not produce marginal ben-
efits equivalent to the second or third performance-based
sponsor signed because the team already has nine other
performance-based sponsors and must also manage each
of these corporate partnerships:

H4: Increasing numbers of (a) performance, (b)
financial, and (c) operational sponsorships will
exhibit diminishing returns to reducing the hazard
of team dissolution.

Method

To test the prioritization of sponsorships offering het-
erogeneous resources, we employed a survival analysis
modeling methodology, also referred to as event history
(e.g., Singer & Willett, 2003), in the context of F1 motor
racing. In this study, we define the organizational form
as a motor racing team competing within the institutional
system of F1. By setting the system boundary based on a
particular industry (F1), we negate cross-industry discrep-
ancies and emphasize the variance among teams and their
particular strategies for navigating a common institutional
environment (Miller & Shamsie, 1996; Rao, 1994).

Sample

Given the historical international popularity of F1 racing
and the characteristics described above, data on F1 team
existence and alliances with sponsoring firms were fea-
sible to compile from the institution’s formal organiza-
tion in 1950 through 2007.! We acquired the foundation
of the data from the online database ChicaneF1, which
provides a comprehensive catalog of historical team and
sponsoring firm information (Davies & Lawrence, n.d.).
Next, the data were cross-checked with data we obtained
from an internal F1 team source to verify reliability
(SportsPro Media, 2007). We further consulted historical
F1 texts containing pictures of various teams’ race cars
in an attempt to match visible corporate partner logos
on the vehicles with sponsorships compiled in the data
(Donaldson, 2002; Schlegelmilch & Lehbrink, 2004).
These cross-verification efforts supported the general
reliability of the ChicaneF1 team—sponsor data and served
to clear up ambiguities where present. To compile his-
torical team performance data, we referenced the official
F1 website (Formula One Administration [FOA], n.d.).
The resulting data set consisted of 124 separate F1 team

organizations,? 776 team years,? 1,077 sponsoring firms,
and 5,054 team—sponsor alliance years.

Dependent Variable

Survival analysis examines event occurrences or changes
in a subject or organization’s condition over time. In
the current study, the data set is longitudinal in annual
intervals and cross-sectional in that a multitude of teams
are chronicled. The potential outcome conditions in any
given time period of the F1 teams studied here are only
twofold: operational or nonoperational. While survival
may be more difficult to discern when applied to tradi-
tional organizations (Freeman et al., 1983), the motor
racing context enables delineation based on whether a
team competed in a race in a particular season or not.
Therefore, we composed a binary survival term coded 1
if a team dissolved in a given year (i.e., did not compete
further following that season), and 0 if the team continued
in competition following the given year.

From this data, we generated annual hazard rates
based on the proportion of the teams at risk with a given
level of experience that incur dissolution (Singer & Wil-
lett, 2003). This hazard of team dissolution represents
the dependent variable in survival analysis (Audretsch
& Mahmood, 1995). Essentially, survival analysis pro-
duces an age-based hazard function for the population
of teams that represents the chronological probability
of team failure, given the team has not yet dissolved.
The hazard function accounts for both noncensored
cases (i.e., teams whose entire life span is represented
within the data set) and censored cases (i.e., teams that
remain in existence when data set concludes in 2007) in
computing probabilities, which is vital to the analysis
given that teams still in existence have yet to experience
dissolution and are therefore right-censored in the data
set. The independent variables then predict probabilities
of dissolution, or hazard rates. As a result, a negative
coefficient to an independent variable signifies a reduced
hazard of dissolution or, alternatively, an increased prob-
ability of survival.

Independent Variables

The primary hypotheses (H1-H3) addressed the nature
of resources exchanged between sponsorship partners
according to the complementarity between the sponsoring
firm’s industry* and the team’s competitive environment
(Sarkar et al., 2001). Each team’s competitive experience
(per H1b) was noted in the number of years of F1 race
participation. Before classifying the sponsorships in this
context, two researchers developed sponsorship resource
designations of (a) performance-based, (b) financial, or
(c) operational by studying the relevant literature refer-
enced in the hypotheses outlined above and extensively
reviewing the press announcements of over 100 F1 spon-
sorships. A third researcher and two F1 team sponsorship
managers then reviewed these three designations and
confirmed their face validity.

JSM Vol. 31, No. 1, 2017



We defined performance-based sponsorships as those
accessing resources that directly contribute to the team’s
racing performance on the track, such as Brembo brakes
and Pirelli tires. Financial sponsorships offered resources
strictly monetary in nature from sponsors in industries unre-
lated to motorsports or business operations, such as Martini
spirits and GoldenPalace casino gaming. Operational
sponsorships provided access to resources that contribute
to the organizational operations of the team but not team
performance in racing competition, such as Allianz com-
mercial insurance and Accenture management consulting.

Next, two researchers independently classified each
sponsorship in the data set as primarily performance-
based, financial, or operational. The initial intercoder
reliability was 89%, and conflicts were subsequently
reconciled through discussion and further clarification
of the classification descriptions, as well as a review of
sponsorship announcements within the relevant industry
under evaluation. Upon completion of the sponsorship
classifications, we compiled three variables measuring
the count of performance, financial, and operational
sponsorships for each F1 team in each year of the data
set. In total, the data featured 2,781 performance-based
sponsorships, 1,318 financial sponsorships, and 955
operational sponsorships.

To test the fourth hypothesis, which predicted dimin-
ishing returns to sponsorship resource access, a separate
quadratic term for each of the three sponsorship category
variables was formulated (Hoang & Rothaermel, 2005). If
such an effect existed, we would expect to see a positive coef-
ficient on the quadratic terms, signifying that as the number of
sponsorships offering the specified type of resource reached
a certain level, incremental sponsorships of that type would
positively influence the odds of team dissolution.

Control Variables

On-track performance may affect team survival through
both direct and indirect access to resources. Superior
race results directly enhance financial resources through
prize money allocations, and potential sponsors theoreti-
cally desire to align themselves with prestigious others
(Stuart, 1998), indicating that generating prestige through
superior performance might facilitate additional sponsor-
resource access. In these ways, competitive performance
seems highly probable to influence team survival. There-
fore, we control for the performance of F1 teams both
recently and historically. We operationalize recent success
through a rolling average of the annual points earned by
a team over the previous 5 years.’ Historical success we
derive by an aggregation of the drivers’ championships
won by a team previous to the current season.

To account for several other factors with the potential
to impact team longevity, we compiled four additional
control variables. Based on organizational learning theory
(Levitt & March, 1988), sponsors’ experience in the F1
competitive environment may influence their sponsored
team’s survival. As a result, we included a variable that
summed the years of F1 involvement for all of a team’s
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sponsors in a particular year. Because sports leagues are
not static institutions, we examined adjustments in the
governance of F1 during our study’s time span and denoted
two specific eras using a binary variable. Specifically,
team years after 1995 were signified as 1 and years before
1996 we denoted as 0. Following the 1995 season, the
governing body of F1 (FIA), the commercial rights holder
(Formula One Promotions and Administration), and F1°’s
competing teams renegotiated their operating agreement
(i.e., Concorde Agreement), which resulted in a greater
distribution of financial resources to the teams based on
annual competitive performance (Collings, 2004). Conse-
quently, team points may be more important to survival
and financial sponsors less important after 1995. Finally,
we include both the number of times in which a team has
been sold before a given year and the world gross domestic
product (GDP) annual growth rate (U.S. Department of
Agriculture Economic Research Service, 2016) as addi-
tional covariates relating to the characteristics of a team
and the global macroeconomic condition, respectively.

Descriptive statistics and the correlation matrix for
the variables appear in Table 1. Unsurprisingly given the
large sample size, almost all correlations are statistically
significant. However, all variance inflation factors (VIF)
are less than 10, which indicates multicollinearity is not
overly concerning (O’Brien, 2007).°

Model Estimation

Researchers employing survival analysis must determine
whether a specified shape of the baseline hazard func-
tion is appropriate to their context. The hazard function
is based on the chronological shape of the hazard rate
and depicts the probability that dissolution will occur
after any given duration. As there is no a priori reason
to specify a hazard rate functional form in the F1 con-
text (i.e., no exogenous reason to assume that teams are
systematically more or less viable at any given period),
we use Cox regression (Cox, 1972) to model the data.
Although hazard rates are assumed to be proportional
between groups in Cox regression and other semipara-
metric models, this technique is preferred because of its
ability to model both time-dependent and continuous
covariates. For a detailed description of Cox regression
applied in management research, see Brett et al. (2007).
For explanation of survival analysis and a call for applica-
tion in sport management research, see Jensen and Turner
(2016). In the current study, continuous variables include
global GDP growth; team points; team drivers’ champion-
ships; alliance partners’ experience; and compilations of
performance, financial, and operational sponsors by team.

Results

Overall Hazard Function

Analyzing the lifetime of F1 teams utilizing survival
analysis modeling results in a computation of the overall
hazard rate for the dissolution of an F1 team, which is
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the dependent variable. Dating back to 1967, the over-
all hazard function for F1 teams is 0.12, defined as the
conditional probability that an F1 team may fail at any
given time (11.69%).

The hazard function can also be computed across
various time frames to determine whether teams are more
or less likely to fail early or later in the team’s life. For
example, in Year 1 of an F1 team’s experience, the hazard
for dissolution is 0.29, which is the conditional probabil-
ity that an F1 team will fail after only 1 year of existence
(i.e., 28.92%). As one might expect, the hazard decreases
to 26.79% after the second year, 15.0% after the third,
and to only 5.26% after the fourth. A smoothed version
of the baseline hazard function visually depicts how the
hazard changes over time. As illustrated in Figure 1 and
in accordance with the data, the hazard for dissolution is
highest in the first decade of existence and slowly drops
as the team gains experience. After 15 years of existence,
the expected hazard for dissolution remains relatively
consistent through subsequent years.

Hypotheses

We propose an empirical model based on prioritization
for predicting the dissolution of motorsports teams reli-
ant on sponsorship resources for survival. To test our
hypotheses, we start with a basic model (Model 1 in
Table 2) inclusive of the primary variables representing
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three sponsorship categories—performance, financial,
and operational—as well as most control variables (i.e.,
sponsors’ experience, team points, drivers’ champion-
ships, team sold, and global GDP growth). Next, we
insert quadratic terms to examine the possibility of
diminishing returns to each resource category—both
with (Model 3) and without (Model 2) a measure
quantifying team experience. Finally, we insert the
dichotomous indicator of the institutional change that
followed the 1995 season—first, in a model without
the quadratic resource terms (Model 4) and then in a
full comprehensive model (Model 5). All five models
outperform a constant-only model at a highly sig-
nificant level (p < .001). The third and fourth models
also outperform nested Model 1, and the final model
outperforms nested Model 4 at a marginally significant
level (p < .10). Results for each model are displayed
in Table 2, and discussion of findings is based on the
statistically preferred comprehensive model (Model 5)
unless stated otherwise.

H1 is the first of three hypotheses through which
we examine the effects of sponsorships that vary in the
resources offered to competing teams. Keep in mind
that a negative coefficient to an independent variable
signifies a reduced hazard of dissolution or, alternatively,
an increased probability of survival. As we generally
predicted in H1 and H2, access to both performance
and financial resources enhanced the likelihood of

Smoothed Hazard Estimate - Survival of F1 Teams

0 10

20 30

Analysis Time (Years)

95% ClI

Smoothed hazard function

Figure 1 — Plot of smoothed hazard estimate of survival of Formula One (F1) teams over time. CI = confidence interval.
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survival by negatively influencing team dissolution to a
significant degree (p < .01). For each additional perfor-
mance-based sponsor, the team’s odds of dissolving the
following season fell by 67% (or a factor of 0.33).7 We
further hypothesized based on organizational learning
theory that the effect of performance-based sponsor-
ships would weaken as the team gained experience
(H1Db). Indeed, this interaction with team experience
is empirically supported (p < .05). As a team gained a
year of experience, the marginal contribution to team
survival of an additional performance-based sponsor was
reduced by 4.2%. However, results did not match the
expectation that financial sponsors are less influential
to survival than performance-based sponsors (H2b).
Instead, sponsors primarily offering financial resources
had a slightly greater impact on team survival—reducing
the odds of team dissolution by 70% for each additional
financial sponsor—though the difference in effect
compared with performance-based sponsors was not
statistically significant (Z = 0.10, p > .05). The results
also fail to provide significant support for the hypothesis
(H3a) that access to operational resources enhances the
likelihood of team survival, but this finding follows the
hypothesized prioritization of sponsorship resource
categories in that operational sponsorships appear to be
least influential (H3b).

Given that sponsorships offering either performance
or financial resources enhance the likelihood of team
survival, we offer a test of diminishing returns to these
effects in H4. Initially, we examined this hypothesis in
a base model (Model 2) that included the associated
quadratic terms in addition to the linear terms for each
sponsorship category, and the control variables, but did
not control for the effects of team experience or the
institutional change after 1995. This model specification
maintained the main effects of the number of performance
and financial sponsors as significant negative influencers
of the odds of dissolution (i.e., enhancing survival) while
also revealing significant positive quadratic terms for
both resource types (p < .05). The positive coefficients
on the quadratic terms signify diminishing returns to both
sponsorship types. That is, as the number of sponsorships
offering performance or financial resources reaches a
certain level, incremental sponsorships of each type
positively influence the odds of team dissolution (i.e.,
reduce the likelihood of survival). Although H4a and H4b
are supported by these results, neither the main effect nor
the quadratic term for operational sponsorships (H4c)
was significant.

Control Variables

In subsequent models, we enter the variable of team
experience (Model 3) and control for the institutional
change after the 1995 season in the full model (Model
5). The quadratic effects for sponsorships offering perfor-
mance or financial resources remain at least marginally
significant when simultaneously considered with team
experience. However, the effect of diminishing returns to
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performance-based sponsorships (H4a) loses statistical
significance when modeled with the post-1995 dummy
variable in the full model. Because greater numbers
of sponsorships occur in the modern era, the binary
variable signifying the institutional change after 1995
appears to also capture the effect of diminishing returns
to performance-based sponsorships.

Further concerning the post-1995 control variable,
which marked the increase in prize money allocated to
teams, we speculated that enhanced access to institu-
tional financial resources might reduce teams’ survival
dependence on financial resources via sponsorship and
marginally increase the importance of race results (i.e.,
team points). As expected (and displayed in Model 4),
the interaction of the dichotomous variable indicating
the more recent era (i.e., post-1995) and the variable
quantifying a team’s financial sponsorships does sig-
nificantly influence team dissolution in the positive
direction (p < .01), thereby signaling a reduced impact
of sponsorships offering financial resources after 1995.
Simultaneously, the negative relationship between team
points and team dissolution has indeed been enhanced in
the modern era (p < .01). Before the change, each 1-point
rise in the 5-year average reduced a team’s odds of dis-
solution by just 7.7%. After the change in the Concorde
Agreement, a 1-point rise in the 5-year average of team
points scored reduced a team’s odds of dissolution by
almost 95%.8 When evaluated in the presence of the
quadratic terms in the full model (Model 5), however,
the reduced effect of financial sponsors after 1995 is no
longer statistically significant. The sign of the coefficient
on the interaction term actually changes, which implies
correlation with the quadratic term—most likely as an
indicator of the greater number of sponsorships in the
modern era. As a result, any conclusions regarding the
longitudinal effect of financial resources via sponsorship
in the context of institutional changes (here post-1995)
should be considered tentative and the subject of further
future research that also allows for diminishing returns
to sponsorship resources.

The control variables quantifying sponsors’ experi-
ence, sales of teams, and annual global GDP growth did
not achieve significance in any model specifications.
However, both control terms measuring team perfor-
mance (points and drivers’ championships) show at least
marginal significance in the most comprehensive models,
and team points is a significant deterrent to team dissolu-
tion in all models (p < .01).

In summary, the broad findings across hypotheses
indicate that sponsorships offering access to certain
resources contribute to the survival of sponsored teams
even when controlling for teams’ competitive perfor-
mance. Specifically, sponsorships that offer either perfor-
mance or financial resources exhibit a significant negative
relationship to team dissolution in every application of
the model. We also uncover evidence that suggests the
relationship to team dissolution may be subject to dimin-
ishing returns and institutional dynamics such as changes
in prize money distribution.
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Discussion: Implications,
Limitations, and Future Research

The development of the RBV of the firm refocused
the search for a competitive advantage from external
industry factors to internal organizational resources
(Barney, 1995). Since then, scholars have migrated back
toward a middle ground where external elements such
as institutional norms, regulations and governance, and
even other firms impose limits, offer provisions, or pres-
ent access to useful resources (Auh & Menguc, 2009).
The latter of these perspectives frames the context of
this study, where we address with our primary research
question how access to various resources through cor-
porate sponsorship influences the survival of F1 teams
in their highly competitive environment. To address
this question, we studied teams competing in F1 motor
racing over 40 years as entrepreneurial enterprises that
rely on their alliances with sponsoring firms to access
different types of organizational resources. Though a
team’s offering to its sponsoring firms may be relatively
consistent (i.e., promotional and hospitality services),
the reciprocal resources accessed from sponsors are
not necessarily equivalent and their impact on team
outcomes differs.

By accessing either performance or financial
resources through sponsors, F1 teams were able to reduce
their odds of dissolution by over 65%. However, sponsor-
ships offering operational resources had no effect on the
team’s survival. Though contrary to the third hypothesis,
this finding did confirm the anticipated lower priority of
operational resources. Such divergent effects based on
resource type supports Grant’s (1991) theory of hetero-
geneous resources and challenges organizational scholars
to closely examine the type of sponsorship and other
alliance contributions. Future researchers should be mind-
ful of the utility of alliance categorization based on the
exchanged resources’ strategic application in the relevant
institutional environment. This contribution supports
Skilton’s (2009) claim that segmenting resources should
be “supplemented by an understanding of the functions
of different resources in a production system” (p. 840).

While this study’s findings provide evidence to sup-
port the contention that sponsorships offering access to
performance-based resources are effective survival tools
in this context, the impact of such sponsorships appears to
weaken as teams gain experience. The interaction effect
between sponsor-based performance resources and orga-
nizational experience arises because F1 teams become
more self-sufficient and less reliant on external sources
for a competitive performance advantage as maturing
teams develop internal performance competencies over
time (Levitt & March, 1988). Accordingly, researchers
must consider organizational experience or life stage in
future studies of resource utility. Managers of a new or
young team would be wise to prioritize sponsorships
offering resources directly related to competitive per-
formance. After teams establish internal performance
expertise, managers may wish to reallocate their focus

to more financially oriented sponsorships while being
cognizant of the potential for diminishing returns.

The influence of the quadratic terms in this
investigation provides support for the argument that
sponsorships offering access to performance or finan-
cial resources contribute to team survival but are not
unlimited in their capacity to ward off dissolution. At
a certain threshold, adding incremental sponsorships
fails to discourage team dissolution, thereby suggesting
an inverted U-shaped relationship. This finding further
substantiates the theory that organizations possess an alli-
ance management capability (Ireland et al., 2002), which
is not without restrictions. Though Deeds and Hill (1996)
uncovered a similar effect when examining the influence
of alliances on rates of new product development, the
idea of diminishing returns to alliance engagement has
yet to be widely adopted in interorganizational research
or questioned in a sponsorship context (Rothaermel &
Deeds, 2006). At the very least, future studies quantifying
sponsorship propensity as related to team performance
should consider curvilinear possibilities. Meanwhile,
scholars must also recognize that a single dependent vari-
able (e.g., team survival) does not capture the complete
utility of sponsorship resources.

Future researchers should recall the potential for
diminishing returns in light of the study’s limitations.
Although we quantify the number of sponsorships offer-
ing access to different resources, a weighting of each
sponsorship by the quantity of resources exchanged
would be a more accurate measure of each sponsor-
ship’s meaning. However, the magnitude of resources
exchanged within each sponsorship is unknown here.
This research compromise confines the scope of conclu-
sions drawn since some sponsorships likely contribute
a greater magnitude of resources than other sponsor-
ships. To demonstrate such disparity, a team could
access resources worth US$50 million annually from
just one sponsor, while other teams may be dependent
on five sponsorships providing US$10 million each to
access equivalent resources. Presumably, managing five
sponsorships to access the same magnitude of resources
that competitors acquire in a single sponsorship would
strain a team’s sponsorship management capacity, but
comparing the magnitude of resources across teams in
this longitudinal study was not feasible because of data
restrictions.

Likewise, this study represents a test of sponsorship
resource prioritization in just one sporting context that
admittedly entertains some unique institutional qualities
(e.g., global market, barriers to entry/exit, competitive
rules, and team operating structure [Concorde Agree-
ment]). Still, the empirical evidence offered for the
varying influence on survival of different sponsorship
resources in combination with diminishing returns repre-
sents relevant consideration for ongoing research in this
domain. Future researchers might test the prioritization
of performance and financially based sponsorships versus
operational sponsorships in other sporting domains. Of
particular interest may be sporting events that rely on
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sponsorship for continued operation and situations of
team promotion and relegation. Beyond motorsports,
events in golf, tennis, athletics, and other sports depend
on corporate sponsor engagement to survive. Is there
a sponsorship prioritization relevant to these types of
events? Might operational sponsors be a higher priority
in such instances where the dependent organization is
an event operator as opposed to a competing team (as
in this study)?

Where team sponsorship is the focus, circumstances
of promotion and relegation provide an interesting con-
text to study whether certain types of sponsors provide
greater assistance in avoiding relegation or achieving
promotion to a more competitive league. Accordingly,
what distinctions in sponsorship resource prioritization
might be necessary between sports that heavily rely on
equipment in combination with human performance (e.g.,
motor racing, sailing) and those that minimize the use of
equipment external to the athlete (e.g., soccer, athletics,
basketball)? For instance, when compared with business
operations sponsors such as Staples or Accenture, do
human performance-oriented sponsors such as nutri-
tional, training, or specialized apparel and equipment
firms (e.g., AdvoCare, Cybex, Under Armour) contribute
disproportionally to the success of soccer, basketball, or
baseball teams? Finally, as related to diminishing returns,
is there a consistent relationship between the number of
sponsors and sporting success or organizational longev-
ity in various sporting contexts? Each of these questions
challenges researchers to extend the results of this study
more broadly.

Furthermore, analysis of the control variable for
institutional era illustrates the potential for a governing
force (i.e., league) to change the competitive environ-
ment and influence the resource dependency of teams
operating within that environment. Within this study’s
F1 racing context, evidence of a major alteration in
institutional governance emerged after 1995, when the
flow of resources from the regulatory institution was
adapted to provide enhanced financial reward for race
performance. Consequently, sponsor-based financial
resources became less influential in staving off team
dissolution after the institutional change (though this
finding is tentative given nonsignificance in the full
model), and team points increased in importance. Such
fluctuation in sponsor resource utility emphasizes the
peril in neglecting dynamic institutional forces present
within an investigative context (Miller & Shamsie, 1996).
Though many interorganizational studies do not take a
longitudinal approach, recognition of the institutional
conditions and their influence on the current reality as
well as their potential for change is a necessary con-
templation toward achieving relevance in organizational
research (Koza & Lewin, 1998). Failure to consider the
institutional dynamics within this particular context
would have not only overlooked the changing influence
of financially based sponsorships but also left hidden
the increasing reward for earning team points through
positive race results.
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Conclusion

By analyzing over 4 decades of sponsorships between F1
teams and their corporate partners, this study has taken
the perspective of sponsored sport organizations that offer
promotional services to sponsoring firms in exchange for
various other resources. The relationship between this
exchange process and the team’s propensity to survive
was explicated, and certain resources were identified as
more crucial than others. For sport managers, the results
offer empirical evidence to consider in the prioritization
of sponsorship resources subject to team experience and
institutional dynamics. Sponsorships based on opera-
tional resources, such as those providing logistical or
office services, should receive the lowest priority. Teams
early in their history should seek to engage sponsors that
can offer performance-related resources relative to the
teams’ competitive environment, while mature teams are
wise to focus on sponsorships that maximize financial
resources.

For scholars, the findings advance the broadening
scope of the RBV (Auh & Menguc, 2009), where the
strategic value of organizational resources is a function
of both internal capacities and competitive influences.
Sponsorship may be the most popular interorganizational
exchange mechanism in sports, but the resources avail-
able through sponsoring firms are heterogeneous in their
utility. Consequently, further theoretical development in
sponsorship management strategy must account for such
disparity and incorporate a prioritized delineation of the
potential resources accessed. Methodologically, this
paper provides an empirical framework for conducting
longitudinal studies via organizational survival analysis,
which are rare to date in sport management scholarship
despite their enhanced efficacy in drawing causal infer-
ences (Jensen & Turner, 2016).
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Notes

'Before 1967, corporate sponsorship was prohibited by F1
regulations; thus sponsorship data begins in 1967.

2In addressing the sale of teams (represented by name changes)
within the collection of 124 teams, we recognized the team as
continuing to exist as a consistent organization when the name
changes. This data treatment is consistent with the fact that cor-
porate sponsorships, team personnel, and even previous season
team results (for the purposes of grid and pit positioning) are
typically transferred as a condition of the sale.

30f the total 776 team years, 570 occurred after 1967 when the
institutional regulations first permitted corporate sponsorships.
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This latter time frame serves as the context of the investiga-
tion here, though drivers’ championships and team experience
accumulated before 1967 are represented in the analyzed data
(i.e., control variables).

4Given the historical nature of the data set, a primary industry
classification for the sponsoring firm was only feasible for
91.75% of the team—sponsor alliance years in the raw data set.
For example, even after consulting various sources, we could
make no solid determination as to what sponsoring firm was
referenced by “LBT” in relationship to the 1982 March racing
team. As a result, the analysis and data descriptions are inclu-
sive of solely the sponsoring firm data with verifiable industry
designations.

SFOA awards points to teams at the conclusion of each race
based on the finish of their cars in that race. More points are
awarded for better finishes. FOA then maintains a running tally
of points throughout the season, which is deemed the Con-
structors’ Championship. FOA also tracks individual drivers’
earned points throughout the race season for the awarding of
the Drivers” Championship, which has traditionally been the
more prestigious of the F1 Championship awards.

OVIF statistics ranged from 1.074 to 7.349 (drivers’ champion-
ships). Even though VIF values less than 10 indicate inconse-
quential collinearity (O’Brien, 2007), several alternate models
were analyzed that isolated, excluded, and transformed variables
that were correlated above .70 (Van den Poel & Lariviere, 2004).
Coefficient values and model significance did not change sub-
stantially between models compared with the primary specifica-
tion. Therefore, we judged estimates within the primary model
to be generally robust to collinearity concerns.

In the Cox regression model, the antilog of the variable’s coef-
ficient produces the hazard ratio, which is the dissolution rate for
an enterprise with 1 more unit of the variable in comparison with
the dissolution rate for another enterprise without that additional
variable unit. As it concerns performance-based sponsors, the
antilog of the estimated coefficient (e"-1.11) produces a ratio
of 0.33, which indicates that a 1-unit increase in performance-
based alliances yields a 67% reduction in the odds of the team’s
dissolving in the following season.

8This interaction effect is calculated by antilogging the aggre-
gated coefficients of the team points term and its associated
interaction with the post-1995 binary variable, which is coded
as 1 after 1995. The resulting statistic is the hazard ratio for a
unit (point) increase after 1995, which we calculate from Model
4 as eN(—0.08-2.93) = 0.05. The interpretation is that a team
with 1 more average point scored over the previous 5 seasons
enjoys a probability of dissolution the following season that is
reduced by a factor of 0.05 or 95% (1-0.05) compared with a
team without the additional average point.
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