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INTRODUCTION

This didactic book for students, researchers, and decision-mak-
ers in the field of sport aims to present the main themes that are at
the centre of debates concerning the analysis of a phenomenon as
complex and omnipresent as sport. First, it is necessary to clearly de-
fine what is meant by the term 'sport', which covers radically differ-
ent content. Secondly, it is necessary to determine which method of
analysis is most relevant to the understanding of this differentiated
reality. By combining these two issues, it is possible to identify eight
major themes that allow us to delimit the field of our socio-economy
of sport. Finally, we have selected, without claiming to be exhaus-
tive, 43 specific articles considered to be the most representative to
characterise each theme.

1 - Definition of the field of analysis

The first difficulty encountered in drawing the contours of a field
of analysis lies in the great diversity of meanings attributed o the
ferm 'sport'. According to the authors, it is a polysemous concept
whose content refers to very diverse redlities. For some, the field of
sport is very narrow and is reduced to regulated competitions or-
ganised by official sports institutions. For others, the field of sport is
practically unlimited in that it includes any physical activity.

Such heterogeneity of content means that the word sport, in it-
self, is devoid of meaning. It will therefore always be necessary to
specify which sport we are talking about: professional sport, high-
level sport, competitive amateur sport, leisure sport, or sport for
health and well-being. Therefore, it is not legitimate to use the same
term 'sport' to describe such different realities, which do not follow
the same logic and which do not require the same analysis and
evaluation tools. For example, the sports business has become an
industry like any ofher that obeys the logic of the market and the
search for maximum profit. On the other hand, recreational sport
adopts another philosophy in the service of the search for well-be-
ing. Amateur practitioners are more concerned with pleasure, aes-
thetics, conviviality and culture than with victory and performance.
Consequently, the socio-economic stakes will be radically different
depending on the type of sport concerned:

Professional sport has gradually become globalised, and is the
object of considerable financial stakes involving various major stake-
holders such as sponsors; broadcasters; social networks; manufac-
furers of sporting goods and marketing agencies. Sport is becoming

7



an economic activity like any other, eveniif it is recognised as having
a certain number of specificities that allow it, for example, to par-
tially evade anti-trust laws in the United States or competition law in
Europe.

Competitive amateur sport is characterised more by its social
functions. First, there is the presence of volunteers who make it more
possible to guarantee better access to sport when compared to an
economic situation in which the market would be allowed to run
free. Then there is the production of positive externalities of consid-
erable value to society: education; health; citizenship; social ties;
well-being, efc.

Recreational sport presents both economic and social chal-
lenges due to the diversity of motivations of practitioners. The prac-
tice of mass sport outside official structures today represents a signif-
icant turnover, particularly due to the purchase of more or less so-
phisticated materials and various equipment. In addition, this type
of practice also generates multiple positive externalities in terms of
individual well-being and good living together.

In order to evaluate the benefits to society of this variety of sport-
ing events and practices, it is necessary to develop instruments
adapted to each situation. Beyond the economic dimension, it is
particularly important today to improve the consideration of the so-
cial dimension of sport, the total value of which goes far beyond its
mere market value. The traditional instruments of economic calcu-
lation are not very suitable, which is why a socio-economic analysis
of sport is necessary.

2 - Choosing a type of analysis

Deep divisions exist in economic analysis, leading to radically dif-
ferent explanations of the phenomenon studied. Traditionally, the
history of economic thought distinguishes between four paradigms:

- Marginalism is based on the self-regulated functioning of mar-
kets balancing the supply and demand of rational individuals;

- Marxism denounces the exploitation of workers by a system that
is nonetheless condemned by the downward trend in the rate of
profit;

- Keynesianism, which advocates state intervention to compen-
sate for market failures and to revive the economy through the prin-
ciple of effective demand;

- Institutionalism puts power and conflict at the heart of economic
life.

The economics researcheris condemned to choose one of these
paradigms, which constitute obligatory visions of the world, all
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based on specific values and ideologies. Moreover, these different
economic doctrines are opposed on a fundamental question relat-
ing fo the conception of science. For the neoclassical economists of
the first school, economics is a science in its own right, just like phys-
ics. To this end, simplified hypotheses must be posed to allow the
construction of rigorous models which are often unrealistic but
whose validity also becomes limited by the hypotheses in question.
Alternatively, for the proponents of applied economics of the other
doctrines, it is necessary to try to theorise complex phenomena with-
out being cut off from reality. These are the neoclassical economists
who today constitute the orthodoxy and who always defend scien-
fificity at the cost of irrealism.

The economic analysis of sport has not escaped such divisions,
and can be divided info two groups corresponding to the two re-
search traditions: on one side, the economic orthodoxy which fa-
vours a formalised microeconomic approach based on methodo-
logical individualism and producing hypothetico-deductive models
that are the only ones reputed to be scientific; on the other, the eco-
nomic heterodoxy which claims a more institutionalist and less for-
malised approach to analysis. It is this second approach that seems
fo us to be the best adapted to the understanding of the sports phe-
nomenon. Indeed, sport cannot be reduced to competition and
spectacle alone. It occupies a much more important place in mod-
ern societies, notably because of its numerous social functions. An
economic analysis that is too narrow is not capable of properly un-
derstanding this dimension. This is why the different chapters of this
book contain elements denouncing the inadequacy of orthodox
approaches and showing interest in promoting heterodox analyses
instead.

3 - The choice of themes

Defining our field of the socio-economics of sport is not easy, as
the subject of sport is so diverse and complex. Choices had to be
made and we have selected eight major themes:

- sporting institutions

- the financing of professional sport

- the glorious uncertainty of sport

- the professional sports labour market
- the globalisation of sport

- the economic benefits of sport

- the social functions of sport

- the dark side of sport



4 - The modalities for dealing with each theme

To characterise each of the themes, we have selected a certain
number of articles considered indispensable, without claiming to be
exhaustive in covering the entire field. Rather, we have selected the
items that appeared to be the most representative in the debates
on each of the eight issues. These particular entries are not hierar-
chical and are listed in alphabetical order in each chapter. For ex-
ample, the chapter "The Globalisation of Sport” will be dealt with
under the following four specific headings: "Global Public Good",
"Macroeconomics of International Sports Success", "Globalisation of
Sport" and "Soft Power".

Each of these arficles is intended to be a frue synthesis of
knowledge with a presentation of the issues and theses or contro-
versies that it raises. In short articles and a pedagogical and didactic
manner, the essential notions are developed with their meaning,
their context and their scope. Each entry is accompanied by a bib-
liographical reference to deepen and extend knowledge. Corre-
lates are also proposed to illustrate the interdependence of the
themes and to extend the reflection. This book is intended to be an
original and informative work tool for a better understanding of con-
temporary sport and ifs singularities. It is infended for students and
researchers as well as professionals in sporting institutions and sports
enthusiasts.



CHAPTER | — THE SPORTING INSTITUTIONS

Sport is primarily a highly regulated activity that has given rise
fo the creation of numerous sporting institutions. For example, in the
federal field of amateur sport, we find the pyramid of sport going
from the club to the regional committee, to the national federation,
and finally to the international federation. Similarly, in the field of pro-
fessional sport, specific institutions participate in the governance of
the activity. A major topic of debate is whether the American closed
league model - as opposed to the European open league model -
is the most efficient.



Amateur sporting clubs: what economic model?

The professionalisation of sport has profoundly changed the legal
status of sporting clubs. For a very long time in France, the dominant
status of clubs was that of associations governed by the law of 1901.
From the 1980s onwards, professional clubs were obliged to adopt
new statutes, which, in the 2000s, are closer to the common models
of commercial companies in other economic sectors (in particular
the professional sports limited company, SASP). As commercial en-
terprises are subject to management control, professional sports
clubs are obliged to publish accounting documents that reflect their
situation. It is, therefore, possible to analyse the economic condition
of professional clubs and the problems they face due to the specific
nature of the sporfing activity, which is the subject of numerous arti-
cles in this book.

The same cannot be said for amateur sports associations, which
are much less well known even though they are the very basis of the
French sporting system. Based on the work of CDES on the economic
model of sports associations, it is possible to analyse the character-
istics of such a model, its heterogeneity according to the different
types of clubs and the stakes involved in its future evolution.

The economic model of French amateur clubs

e Traditional model

The main financial resources of amateur clubs are membership
fees and income from activities, which together account for about
three-quarters of their total revenue. The rest of the income is made
up of public funding, sponsorship, and donations. This distribution is
the result of an evolution that has seen an increase in the relative
weight of income from activities and a decrease in the relative
weight of public subsidies. This development reflects the return of the
austerity policies implemented after the subprime crisis in 2008 and
the reduction in public spending, as well as the search by clubs for
new revenue from the private sector to compensate for the previous
decline.

e New model

The growing share of commercial revenues in the clubs' budgets
reveals a new strategy of diversifying their services, parficularly in the
areas of leisure, health and social integration. In addition, clubs are
also supplementing their income through the organisation of sport-
ing events such as training courses, fournaments and public events.
Finally, it is important to note the importance of the territorial dimen-



sion in such a diversification strategy. Clubs located outside the ma-
jor metropolitan areas seem to develop an economic model that is
more focused on activity revenues than metropolitan clubs, which
can benefit from higher membership revenues due to the size of the
population in their host territories.

Typology of amateur clubs

To establish this typology, CDES carried out multiple correspond-
ence analysis (MCA) on the following variables characterising the
clubs: host territory, level of competition, number of members, type
and number of federations belonging to, the budget amount, legal
status, and number of jobs. Three types of clubs emerged.

e Small community clubs

They represent two-thirds of the sample and are the basis of the
French sporting system even if, from a strictly economic point of
view, they weigh relatively little in the total revenue (6% of the total).
These clubs are small, specialised, and affiliated with a single feder-
afion. They have an over-representation of structures that do not
take part in any competition and are more in the field of leisure
sport. Although these clubs are present throughout France, they are
over-represented in small towns.

Almost all of these clubs operate without employment or re-
course to external service providers. As a result, the economic
model of these clubs is characterised by a small budget, with mem-
bership fees constituting the bulk of their revenue. The subsidies re-
ceived come from the host municipalities. The range of activities is
centred on leisure activities and the organisation of a few sporting
events. There is no diversification of activities towards health or social
integration.

e Medium-sized clubs

This group includes about a third of the sample of sports clubs and
accounts for almost half of the fotal economic weight, mainly due
to grants and partnerships. These clubs are of medium size (100 fo
500 members) and are specialised in a single federation, usually
Olympic. In contrast fo the previous group, these clubs are essen-
tially competition-oriented but are similar in that they do not have
any sports jobs.

The economic model of these clubs is based on a diversification
of activities, which allows them to achieve a relatively balanced dis-
fribution of resources between memberships, activities and sulbsi-
dies. The activities offered concern leisure activities and the organi-
satfion of sporting events without any real opening up to new audi-
ences in the health or social sectors.



e Big clubs

These clubs may be few in number (3% of the total) but they ac-
count for about half of all revenues. They are all large, with an aver-
age of about 2,000 members. This explains why these clubs are
hosted by large territories. Unlike the other two types of clubs, which
are single-sport, this third group includes 70% of multisport clubs.
These clubs are predominantly competitive and are employing
structures.

The economic model of these clubs is based on large budgets
fed primarily by members' subscriptions and shows less dependence
on public subsidies. The range of activities is the most comprehen-
sive of the three groups, with leisure activities and sporting events
opening up to health products and, to a lesser extent, social inte-
gration.

What future for amateur sports clubs?

The previous typology is useful for analysing the ability of clubs to
adapt to major societal changes. It has already been established
that the sporting practices offered by clubs no longer correspond
completely to social demand. Several major trends will shape the
future of sport: an ageing population; increasing social and territorial
inequalifies; global warming with the destruction of ecosystems and
biodiversity, etc. A number of scenarios can be envisaged depend-
ing on the assumptions made about such developments. Further-
more, the reasons for practising sport are undergoing profound
changes, with an increasing lack of interest in competition and per-
formance, and a marked interest in practising sport in relation to
health, conviviality and nature.

The adaptation of clubs to such a change in demand in an in-
creasingly uncertain global environment will have to be done in a
difficult economic context for associations due to the decrease in
public support, the conditions of access to sports infrastructures and
increased competifion from commercial structures. The future of
sports associations depends on their ability to strike a balance be-
tween professionalism and volunteerism to strengthen the diversifi-
cation of their range of activities, which as we have seen, is still in its
infancy.

Further information:

CDES, Diagnostic sur le décalage entre I'offre et la demande de pra-
tique sportive, Etude pour le Conseil National du Sport (CNS), mars 2016.

CDES, Le modéle économique des clubs sportifs fédérés. Analyse et
pistes de développement, Etude pour le CNOSF, 2020.
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Viviane TCHERNONOG et Lionel PROUTEAU, Le paysage associatif frangais :
mesures et évolution, 3¢me édition, Juriséditions, Dalloz, Paris, 2019.

Related articles: volunteering, club deficit, the sporting exception, the
future of sport, club owners, social utility



European professional sporting leagues: institutions at
the service of a sporting logic?

The European system, open and liberal [Scelles and Brocard,
2019], is put at the service of a sporting logic and was based, at the
end of the 19th century, on a 'Coubertinian’ conception demonising
the commercial dimension of sport. This is in direct contrast to the
North American system, which is closed and mutualist and at the
end of the 19th century became profit-oriented. The system was reg-
ulated during the 1950s, to restore the clubs’ profitability following a
serious financial crisis within the main leagues.

Is there a European sporting model?

In Europe, professional sport is based on certain common princi-
ples: a pyramidal model of access to competition (sporting merit);
the organisation of competition (promotion/relegation); partial car-
telisation of leagues (collective negotiation and sale of TV rights);
the objective function of clubs (maximisation of sporting gains under
budgetary constraints); the legal regime (EU law); the management
conftrol of clubs (financial fair play); the intrinsic link with amateur
sport (organic); the link with a territory (strong) and the functioning
of a production factors market (liberal, fough economic competi-
fion). [Bourg and Gouguet, 2012]

The economic model of sport is characterised by the sporting bal-
ance or imbalance of the competition, the economic balance or
imbalance between its clubs in ferms of revenues, the structure of its
financing and costs, and by its financial results, deficit or surplus [An-
dreff, 2017].

In practice, there are real distortions of competition between the
national leagues of the various team sports in Europe. These distor-
tions relate to the public or private legal status of clubs, the size of
the local market, the volume and structure of turnover, the burden
of tax and social security confributions, the ownership of facilities,
the ownership of TV rights, the method of selling and distributing TV
rights, and the balance or imbalance in national and European
competitions.

The weakening of the European sports model

For example, empirical observation and economic analysis of Eu-
ropean professional football lead to a model of imbalance in open
leagues [Andreff, 2012]. The interdependence of leagues and their
lack of homogeneity, within each of them, and with each other, un-
balances both national and European competitions, locks in their
hierarchy and complicates any desire for regulation [Bourg, 2004].
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An indicator of the concentration of victories in the five main
leagues (Germany, England, Spain, France, Italy), reflecting the av-
erage gap in the standings between the top four and the other
clubs, has never been as wide since the creation of the Champions
League in 1993 (see the blog Money Time ecosport.blog.lemonde.fr
by Jean-Pascal Gayant, 2018). The Champions League, meanwhile,
is seemingly reserved from the semi-finals onwards for a few teams
that accumulate fitles and notoriety: Real Madrid, FC Barcelong,
Bayern Munich, Liverpool, Manchester City, Juventus Turin, and Paris
Saint Germain.

An oligopoly structure, a modern form of imperfect competition,
reveals the domination of the European football market by some 15
clubs, which always qualify for the top competition (the Champions
League). Annual sporting performance can indeed fluctuate and
have a slight impact on their revenues. However, the majority of
these clubs' turnover is made up of revenues, which depend directly
on the clubs' reputation, their regular presence in the most prestig-
ious competitions and their media and digital exposure (TV rights,
sponsorship, and merchandising). Thus, globally and over time, the
economic oligopoly coincides with the sports oligopoly [Andreff,
2017].

The dual-level of competition (national/European) gives a con-
siderable economic advantage to the clubs involved in both levels
compared to those who play only in the national leagues. The reve-
nues earned by the big clubs from the European cups make the no-
tional competitions imbalanced due to their amount. As a result,
these clubs have a greater capacity to invest in talent than others
do, which allows them to maintain their supremacy.

Towards the creation of a closed European football super
league?

All national or supranational leagues, which make the access of
clubs to their competitions conditional on criteria other than sporting
criteria or without taking into account the sporting results of national
competitions, are considered closed leagues. As it stands, European
Union law is not infended to protect the traditional model of sport in
Europe. Consequently, UEFA is not justified in imposing a sanction on
players who have participated in competitions not organised under
its aegis. Therefore, the private non-sporting organisation is entitled
fo create a supranational closed league in Europe.

A microeconomic analysis, with game theory in a non-coopera-
five game, shows the reasons and consequences of a possible split
between the existing federal sporting movement and a private Su-



per League [Rocaboy, 2017]. The superposition of national and con-
tinental competitions underlies two, a priori, contradictory objec-
tives for the leagues: to privilege the competitive balance of the na-
tional championship by adopting an egalitarian distribution of TV
rights or, on the conftrary, to adopt an unequal sharing to the benefit
of the best national league teams in order for them to perform in the
Champions League.

Furthermore, the growing financial and sporting dominance of
one of the five major leagues (the Premier League) is encouraging
the emergence of a Super League, as the dominated leagues no
longer wish to suffer this imbalance within the current Champions
League sef-up and wish to reformat the European competition o
gain access to greater and more stable revenues.

The European Club Association (ECA) has devised a Super
League project to put pressure on UEFA to increase the redistribution
of TV rights by the owner of the Champions League. The argument
of this lobby is as follows. The world's TV stations pay 3.6 billion euros
a year for English football’s Premier League and 7 to 8 billion euros a
year for the American football championship. So how much would
they be willing to pay - including web and digital platforms, Western
GAFAMs and Chinese BATXs - for the broadcasting of matchesin a
globalised Super League of the twenty best European teams? [Ar-
rondel and Duhautois, 2018].

To avoid the constant threat of splitting up the main clubs, UEFA
regularly modifies the terms of access to the Champions League in
their favour (more direct qualifying places for the four best nations
in the UEFA index, i.e., England, Spain, Germany, Italy), as well as the
criteria for the distribution of TV rights: increase in the share reserved
for clubs belonging to the major markets, i.e., the same as above (a
new reform based on this idea will be implemented from 2024).

It is frue that even without the Super League; the big clubs have
established their economic dominance sustainably while complying
with UEFA's qualification rules. However, they are in favour of creat-
ing a closed league that would institutionally lock in their ad-
vantages once and for all. It is also true that these European clubs,
which are increasingly owned by owners and investment funds mo-
tivated by maximising financial gains, are primarily interested in in-
creasing and securing their profits.

However, with a closed league, it is possible to set up several reg-
ulatory instruments (salary cap, rookie draft, luxury tax) which allow
the containment of the salary costs and ensure capture of the in-
come by the clubs to the detriment of the players who appropriated
it in the post-Bosman era. Moreover, this proposal for a closed
league would have several disadvantages: the disappearance of
the "glorious uncertainty of sport"; a total alignment of the organisa-
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fion of this competition with the values of the market; a loss of at-
fractiveness and sporting and economic impoverisnment of the na-
tional championships; a break in the pyramidal and unitary organi-
safion of amateur and professional tfeam sport; the weakening of
the academy system based on the opening up of competitions and
internalising training and the retention of these teams’ best talents
for the natfional league games.

The European sports system is weakened by the heterogeneity of
its economic models and by the actual or potential development
of closed leagues: basketball, ice hockey, swimming, speed skating,
football, etc. [Anglade and Bastien, 2019]. However, the transposi-
fion of the North American closed league model to Europe would
challenge the history and culture of European sport by considering
sport as a mere means to the service of profit maximisation, with
sport being considered simply as a market. Moreover, the North
American experience shows that the arguments traditionally put for-
ward by the supporters of closed leagues (sports equity, financial
stability, aftractiveness of the competition) are not confirmed [Lao-
voie, 2004].

All these reasons explain the failure of the new private and closed
Super League project, composed of 20 pre-selected European
clubs without qualifying stages and owners and shareholders of the
competition supported by the American bank JP Morgan. The pres-
sure of the fans (final consumers of the ‘product’) hostile to the dis-
appearance of the founding principles of continental sport (qualifi-
cation and uncertainty of the outcome) led the promoters of this
initiative to withdraw it two days after its announcement in April
2021.

Further information:

Wladimir ANDREFF, « Le modéle économique du football européen », Péle
Sud, Revue de science politique de I'Europe méridionale, n°47 (2), 2017.

Wladimir ANDREFF, Mondialisation économique du sport, De Boeck,
Bruxelles, 2012.

Marie ANGLADE et Jérémie BASTEEN, « Ligues fermées en Europe : menace
ou opportunité 2 », Jurisport, n° 201, octobre 2019.

Luc ARRONDEL et Richard DuHAuTOls, L'Argent du football, CEPREMAP, Pa-
ris, 2018.

Jean-Francois BOURG, « Les sports collectifs professionnels en Europe :
quel modeéle économique 2 », dans Jean-Jacques Gouguet (dir), Le sport
professionnel aprés I'arrét Bosman : une analyse économique internatio-
nale, PULIM, AIES-IASE, Limoges, 2004.

Jean-Francois BOURG et Jean-Jacques GOUGUET, Economie du sport, Re-
péres, 3¢me édition, La Découverte, Paris, 2012.



Marc LAVOIE, « Faut-il fransposer & I'Europe les instruments de régulation
du sport professionnel nord-américain 2 », dans Jean-Jacques Gouguet
(dir), Le sport professionnel aprés I'arrét Bosman : une analyse économique
internationale, PULIM, AIES-IASE, Limoges, 2004.

Yvon Rocagoy, “Competition Among National Football Leagues. Does it
Existe Should we Regulate?2” Scottish Journal of Political Economy, vol 64,
issue 1, 2017.

Nicolas SceLLes and Jean-Frangois BROCARD, “European Sports Leagues:
Origins and Features”, in Paul Downward, Bend Frick, Brad R. Humphreys,
Tim Pawlowski, Jane E. Ruseski and Brian P. Soebbing (eds), The SAGE Hand-
book of Sports ECconomics, Sage, London, 2019.

Related articles: Bosman ruling, club deficit, competitive balance, finan-

cial fair play, North American professional sports leagues, luxury tax, regula-
tion, rookie draft, salary cap.
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North American professional sports leagues:
institutions at the service of a financial logic?

From the end of the 19th century onwards, sport was profession-
alised in the United States, and, under pressure from club owners be-
came an essentially commercial activity with the sole objective of
maximising profit. Nevertheless, beyond the spectacle, sporting val-
ues are put at the service of the promotion of the liberal economic
model, and sport in general will hold a very important place in Amer-
ican society and its educational system. However, it is in this context
of a liberal economy that, paradoxically, a highly regulated system
of organisation of professional sport will emerge. This American
model is structured around a few major leagues organised into car-
tels governing competitions: MLB, NFL, NBA, NHL, and MSL.

An original model

e History

The major leagues were created atf the end of the 19th century
with the industrial and urban development of the United States.
From a sporting point of view, the English influence was felt at the
beginning but, from an organisational point of view, the establish-
ment of the major leagues allowed the specificity of the American
model to be affirmed, and baseball is the best example of this.

Baseball was initially structured around a national players' associ-
ation that promoted their interests by allowing them the freedom to
change clubs and go to work for the highest bidder. The creation of
the National League in 1876 shiffed power to the club owners, who
succeeded in imposing the famous "reserve clause" in 1880. This
clause put an end to the free movement of players from one club
fo another by making mobility subject to the agreement of the de-
parting club, which led to the creation of the first professional play-
ers' union in 1885. This helps us to understand the type of collective
bargaining that was to be set up between club owners and players'
unions to decide on the sharing of income from the sporting spec-
tacle. In the 20th century, this system became more complex with
the success of the major leagues, which became economic and
financial stakes for multiple stakeholders: owners, players, unions,
agents, public authorities, lawyers, etc.

e Closed leagues

Participation in the competition is based on the purchase of a
franchise by an owner and the signing of a contract with the
league. All the leagues function in this way in a completely
independent manner and without any link with the lower divi-
sions, the national and international federations or the amateur
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world. We are in an organisation with an economic purpose
(profit maximisation) that is not based, as in Europe, on sports re-
sults since there is no mechanism of promotion/relegation to de-
cide who remains within the elite. The economic security of closed
leagues to attract investors has given rise to very strict regulo-
tions in the service of competitive balance and negoftiation be-
tween all the stakeholders.

e Collective bargaining

The functioning of the league was for a period of four to ten years
based on the signing of a collective agreement at the end of the
negotiation between all actors. This has always been a decisive mo-
ment in the history of American leagues, which is studded with strikes
and lockouts. It is indeed a question of deciding collectively on the
sharing of the league's revenues between the players and the own-
ers; between the league and the clubs; between the clubs and be-
tween the players. This negotiation takes place around the regulo-
tory instruments of the labour market (salary cap, rookie draft, etc.)
to try to reach an acceptable compromise between competitive
balance and fair distribution of revenue.

e Geographical mobility

The geographical mobility of franchises is possible but highly reg-
ulated. There is a very strong opposition between those in favour of
and those against mobility, depending on whether one favours eco-
nomic or sporting logic. In the former, the optimal location of clubs
is based on the best profit opportunities, mainly due to the size of the
markets. In the latter, respect for the fans and the host territories im-
poses a limit on mobility. The main consequence of such a conflict
of logic is the blackmail of relocation used by owners to obtain sub-
sidies for the renovation or construction of new stadia. The search
for the optimal location of a franchise from an ecological point of
view is not always in harmony with sporting ethics.

Competitive balance

The American leagues have set up instruments that benefit
from an exemption from anti-frust laws in the name of improving
the competitive balance and consequently the well-being of
the population.

e Income redistribution

To compensate for the imbalance between large and small
markets, it is sufficient to redistribute the income from the
sporting spectacle. In this way, the concentration of sporting
talent in the hands of the richest actors can be avoided. Different
leagues have different ways of redistriouting the main revenues
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(television broadcasting rights, ticket sales, stadium revenues),
with a clear distinction between national and local revenues.
The NFL has historically been the most financially supportive
league and, despite this, is the one that generates the largest
revenues and is the most profitable.

e Salary cap

This is the league's overall player salary cap, whichis established
through collective bargaining. It allows the cap to be defined at
the level of each club, thus preventing the richest clubs from ac-
quiring all the best players on the market. Nevertheless, many ad-
justments and exemptions to these caps exist depending on the
league (hard or soft salary cap, luxury tax).

e Talent allowance

Although the reserve clause limiting player mobility was abol-
ished in 1976, restrictions sfill exist depending on whether a player
is a free agent or not. For new entrants (from universities, minor
leagues or foreign leagues), the American leagues have in-
vented the rookie draft system: each club’s choice from the list
of players is made in reverse order of the previous season’s league
ranking. The last club can therefore choose the best - or reputedly
the best - player first. Some adjustments have been made to this
rule to avoid opportunistic behaviour from low ranking clubs.

In the end, two central questions fuel a debate amongst sports
economists: is this regulafion of American leagues effective?
Can this regulation be transferred to European leagues? Beyond
the technical answers given, we must above all ask ourselves if the
American model of closed leagues is well adapted to European
culture. The simple fact remains that completely cancelling
sporting uncertainty changes the spirit of competition.
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CHAPTER II: THE FINANCING OF PROFESSIONAL
SPORT

Professional sport underwent a revolution in its financing in the
1990s with new sources of revenue replacing others. If we take the
example of football, we have seen a decrease in gate receipts and
public subsidies and a considerable increase in television broad-
casting rights, as well as funds from billionaires, the stock market,
merchandising and player trading. Thus, there is a risk that sport will
succumb to the interests of actors outside the sporting sphere who
are not inclined to respect sporting values, and this has led to nu-
merous abuses.
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Stock market listing: a development lever for
sports clubs?

Definition and state of play

Access to the stock market results in the issuance of shares, i.e.,
ownership fitles in a company that can lead to the distribution of
dividends. By mobilising international savings where they are availa-
ble and in excess, and by making them available where they are
needed, the financial markets provide professional sport with new
resources to finance development projects: 189 million euros were
raised during the IPO of Manchester United in 2012, 105 million for
Juventus Turin in 2001, 102 million for Borussia Dortmund in 2000 and
89 million for Olympique de Lyon in 2007.

About 50 clubs have been listed on the stock market globally. This
is a very small proportion compared to the number of clubs (5% in
Europe). From 1983 onwards, only European football has aroused
any real interest, with some 40 clubs listed in 11 countries: Great Brit-
ain (24 clubs), Denmark (6), Turkey (4), Portugal (3), Italy (3), Ger-
many, France, the Netherlands, Poland and Sweden (1). Outside of
Europe, very few clubs are listed: a few franchises in the major North
American basketball, baseball and ice hockey leagues, and a small
number of football clubs in South America, Africa and South-East
Asia. A stock market listing is not necessarily synonymous with sport-
ing performance. Amongst the 20 or so football clubs listed in the
early 2020s are some top feams (Manchester United, Juventus, Bo-
russia Dortmund) and others of modest standing (Aalborg BK, Ruch
Chorzow, Brondby IFB). Similarly, the market capitalisations of the
clubs vary widely, from 2 million euros for Chorzow to more than 3
billion euros for Manchester United (July 2020).

The stock market can be an advantage for clubs: a lever for the
development of their real estate investments (stadia), a reinforce-
ment of their equity to recruit players, a diversification of the share-
holder base, additional liquidity for previous shareholders, a reduc-
tion of their debt, an obligation of rigorous management, planning
and fransparency and the associatfion of fans with the financial life
of the club.

During the 1990s, a stock market bubble formed in European
football. However, since it burst in 1997, it has not reappeared. On
the contrary, from the 2000s onwards, few clubs were priced above
theirintroductory level; from the 2010s onwards few new listings were
made; and by the early 2020s, half of the listed clubs are no longer
listed. An empirical study of the detailed Dow Jones Stoxx Football
index shows high volatility of returns and share prices, as well as
weak market depth [Aglietta, Andreff and Drut, 2008].
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Uncertainties and risks of listing

The peculiarities of the spectacle of high-level sport allow us to
better understand the erratic relationship between listed clubs and
financial markets. There is a fundamental contradiction between
the stock market, which does not appreciate uncertainty, and sport,
whose entertainment value is created mainly by the glorious uncer-
tainty of the result. Moreover, investors doubt the ability of clubs to
create value in the long term. There is also a risk that the value will
be captured by the players and their agents, and not by those who
take the financial risks (the shareholders). In addition, the allocation
of resources is oriented, in most cases, fowards sporting issues to the
detriment of a commercial diversification strategy. Lastly, the mar-
kets are fearful of poor financial management by the clubs, with a
lack of control over the wage bill and recurring deficits.

The fundamental value of a club is not easy to determine. The
assets of clubs are mainly, and sometimes almost exclusively, intan-
gible assets such as the players. These intangible assets are charac-
terised by high variability and, above all, the speed at which they
can depreciate for a variety of reasons: injuries, poor form, psycho-
logical difficulties, and poor integration. The high variability of these
assets is not covered by sufficient equity.

Research based on event studies shows that three sets of ele-
ments cause financial markets fo react and are a source of variabil-
ity in the fundamental value of clubs: sporting results, value creation
and its distribution to shareholders, and players’ wage-bill manage-
ment.

Sports results and stock market volatility of clubs

The ex-ante evaluation of the future performance of a profes-
sional football team is delicate. It is difficult to predict the individual
or the collective performance of the players, in other words, the
transition from individual to collective talent, including poor referee-
ing decisions or simple bad luck. The players' wage bill accounts for
the majority of a club's operating costs due to the continuous in-
crease in remuneration. However, the turnover depends on the
tfeam's sporting results.

Sports results contain important information for investors who re-
vise their portfolios after matches [Benkraien, Le Roy, Louchichi,
2012]. Thus, on average, for English clubs listed on the stock ex-
change including during the 2000s, we note a significantly positive
impact of victories on the club's share price (+ 0.88% over the three
days following the match) and a significantly negative impact of
defeats (- 1.01% over the three days following the match) [Palomino,
Remeboog and Zhang, 2009].
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The share price reacts more intensely at the end of the season
because the last matches are decisive for the club's sporting future:
European Cup qualification or league survival, promotion or relega-
tion. These matches provide more information about the club's end-
of-season revenues (TV rights share) and the projected revenues for
the following season. Only the club's sporting results can remove the
uncertainty and provide the investor with information.

If a club is eliminated from the Champions League, its stock mar-
ket price will fall significantly due to the financial stakes involved in
qualifying for the finals (several tens of millions of euros). For exam-
ple, the two successive eliminations of Juventus Turin in the last 16 of
the Champions League in 2020 and 2021 resulted in a drop in the
value of Juventus' shares the day after each match:

-10% on 9 August 2020, -8% on 9 March 2021.

Value creation, dividend distribution, player and payroll
management

The price of football clubs seems to react more extensively to fi-
nancial information - (balance sheets, commercial contracts, struc-
tural investments), human resource management (mainly superstars
and coaches) or changes in the competition formula that reduce
the sporting risk - rather than the evolution of sporting results [Gimet
and Montchaud, 2016].

The example of Juventus Turin's share price fluctuations over two
decades illustrates the diversity of stock market movements de-
pending on the nature of the information received. From the 2000s
onwards, Juventus' share price collapsed from €3.70 in 2001 to €0.20
in 2016 due to major dysfunctions: failing governance (doping, cor-
ruption), sporting and economic risk, (as in 2006, when relegated to
the second division and a 50% drop in revenue as a result of fraud),
and infrastructure obsolescence.

In the late 2010s, however, the club's share price recovered sig-
nificantly, although it did not return to its initial price — from 0.2 euros
in2016to 1 euroin 2020. The stock market has appreciated Juventus'
new business model, which aims to turn the club into a global enter-
tainment company with the construction and ownership of a mod-
ern stadium, the recruitment of Cristiano Ronaldo, successive
league victories, lucrative participation in the Champions League
finals, profitable operating results, and the distribution of dividends
to shareholders.

The arrival of the Portuguese superstar was therefore seen as an
indicator confirming this ambition: the share price rose by 20% in the
four days following the announcement of the player's signature on
10 July 2018. It is evident that, beyond his sporting contribution,
Ronaldo, with his image of a global superstar (more than 300 million
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subscribers on Western social networks), constifutes a strategic
source of additional revenue for Juventus: +60% of sponsorship,
+120% of the contract with Adidas, tripling of sales of the club's foot-
ball shirts.

One way to reduce, or even hide, the impact of sporting results
on stock market prices is to strongly diversify the club's economic
activities and revenue structure [Bancel, Belgodere and Philippe,
2018]. By capitalising on its brand, Manchester United sees its share
value as that of a company much more than that of a football
tfeam. Its poor sporfing results in the late 2010s did not lead to a stock
market crash. With 650 million fans worldwide and omnipresence on
social networks, the Manchester United brand is so valuable that its
commercial partners sign up for long-term contracts without worry-
ing about short-term sporting contingencies.

The prospects for long-term value creation for certain clubs and
the football industry linked to the announcement of the creation of
a private, closed Super Champions League was greeted on the 18th
of April 2021 by the Milan Stock Exchange with a 7% rise in the share
price of Juventus Turin (a founding member of this ultimately post-
poned project).

Some academic studies question the value of listing sports clubs
on the stock market [Aglietta, Andreff and Drut, 2008]. A chronic
stock market underperformance of clubs has been observed in
comparison with other stock market indices and even with obliga-
tory indices. This is despite the fact that the extreme risks are higher
for the clubs with very erratic prices over certain periods. The im-
portance of intangible capital (the value of players) and the diffi-
culty of its valuation by investors, as well as the uncertainty of the
sporting result, make the professional sports industry vulnerable to
the financial markets.

Furthermore, a listing does not significantly improve sporting re-
sults and, with the exception of Manchester United and Juventus, all
the other major European clubs are not listed (Barcelona, Real Ma-
drid, Bayern Munich, Manchester City, Liverpool, and PSG). Club
owners now prefer to look for revenue from player sales, TV rights or
merchandising, rather than raising money on the stock market.
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Club deficits: structural financial instability?

History

The structural deficit of professional football clubs in Europe has
givenrise to extensive economic literature on the nature and origins
of the financial crisis that has affected the sector since the late
1990s. All European clubs have seen their accounts deteriorate and
the causes put forward by the economic analyses include both in-
ternal causes within the football sector and external causes linked
to the economic crises of 2001 and 2008.

e Internal causes: the wage relationship

The wage relationship in the European professional football sec-
tor has developed in a very specific way from the 1990s onwards.
Players and their agents have managed to gain considerable bar-
gaining power with the clubs in terms of sharing the added value.
This makes it possible to understand that clubs have been forced to
devote most of their income to player salaries and transfers. Such
sharing in favour of employees is in stark contrast to other sectors of
the economy where it is in favour of shareholders.

This increase in the cost of footballers in Europe has given rise to
the hold-up theory, which is part of the general confract theory of
the New Instfitutionalism. Players are the basis for the sporting success
of clubs, which in turn is the source of their main revenues (ficketing,
broadcasting rights, sponsorship, merchandising). This is particularly
frue for superstars. Under these conditions, the loss of a player can
lead to considerable financial losses for the club. This is why elite-
players can force their clubs to renegotiate the terms of their con-
fract, including a substantial increase in their remuneration, black-
mailing them by threatening to leave. There are two outcomes to
this confrontation: either the club decides to keep the player with a
salary increase that makes the hold-up areality or the player leaves
his club for another that accepts his conditions. Clubs have gener-
ally reacted by increasing the length of contracts to avoid player
movement and increasing the sale price during the transfer to fry to
discourage competing clubs.

When you add up all these factors, you can see why European
professional football is in financial crisis, with the cost of wages and
transfers rising dramatically. It was the Bosman ruling that acceler-
ated this inflation. By liberalising the labour market, this ruling sped
up the clubs’ ‘armsrace’, as well as their over-indebtedness created
by financing this purchasing of sporting talent. When sporting out-
comes are not forthcoming, this results in difficult financial situations,
especially for small clubs, when there is no last resort payer.
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e External causes: economic crises

Clubs’ financial difficulties can also arise from causes outside the
football world. In particular, the football sector can be affected by
global economic and financial crises such as the 2001 crisis (new
economy) or the 2008 crisis (subprime). Sports economists have
therefore sought to analyse the channels through which such global
crises can be transmitted to the football sector by affecting the
stakeholders who provide its financing:

- Owners may be weakened by the crisis in their industry and
be forced to reduce their contribution to the club or even
sell it.

- Households may suffer a loss of purchasing power as a re-
sult of unemployment due to the crisis and cut back on ex-
penditure that is considered non-essential.

- Sponsors affected by the crisis in their sector of activity are
also condemned to reduce their spending on sports part-
nerships or even cancel them completely in the event of
bankruptcy.

- Intimes of crisis, television stations may experience a loss of
revenue because advertisers do not buy advertising space.
However, this impact is limited thanks to the multi-annual
nature of the contracts linking the broadcast media to the
clubs. Itis therefore, in the case of the bankruptcy of broad-
casting groups or serious financial difficulties that the reper-
cussions on clubs are most painfully felt.

- Public administrations that see their budget deficits widen
in fimes of crisis generally reconsider their support of profes-
sional football clubs, which often takes the form of partici-
pation in the financing of infrastructures, the reduction of
rent charges, the provision of personnel, or the lifting of the
requirement to pay tax arrears. This is all the more necessary
as this type of expenditure can be politically dangerous in
times of crises when more urgent social needs are at stake.

Whatever the causes of the clubs' deficits, the question is why
such deficits, the main causes of which have just been de-
scribed, have not been remedied and why, in the long term, they
risk undermining the entire structure of European professional foot-
ball.

Elements of analysis

e Deregulation

The neo-liberal policies infroduced in the 1980s did not spare the
football world. In particular, the labour market for professional play-
ers was made more mobile by the Bosman ruling, which led to an
increase in the wage bill and transfer expenses, resulting in chronic
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deficits for clubs. In the face of these deficits, the national and Euro-
pean regulatory arsenal for controlling club finances has not been
up to the task. This is why UEFA decided to strengthen the methods
of budgetary conftrol of clubs with the introduction of the club li-
cence in 2004 and then of financial fair play in 2012. These regulo-
tions only really concern the clubs that want to participate in Euro-
pean competitions, i.e., a minority. Moreover, there are many strat-
egies for circumventing these regulations, which explains their rela-
five ineffectiveness. In particular, the biggest clubs are rarely pun-
ished to the extent of their accounting manipulations.

Furthermore, European football is characterised by a great deal
of heterogeneity in its sporting regulations, which contributes to the
inefficiency of the whole. This heterogeneity concerns the mecha-
nisms for controlling the management of clubs, their legal status, the
regulation of broadcasting rights, fiscal rules, labour regulations and
the conftrol of players' agents. Under such conditions, it is very diffi-
cult to devise common rules to serve the financial balance of clubs.

e Soft budget constraint

Owners are willing to cover the chronic deficits of their clubs as
long as their objective is not profit maximisation. There are other mo-
tives for owning a football club that is not necessarily economically
motivated. The biggest clubs owned by sugar daddies can benefit
from real financial doping aimed at maximising sporting perfor-
mance. Economists refer to this situation as soft budget constraint,
as opposed fo hard budget constraint that is the rule in the main-
stream sectors of the economy. This soft budget constraint does not
encourage club managers to tighten their budgets, especially since
in football culture it is accepted that there will always be a last resort
payer. If it is not the owner it will be, for example, the public author-
ities who may decide that the club is 'too big to fail and must there-
fore be saved from bankruptcy.

In conclusion, European professional football is characterised by
high financial instability due to multiple internal and external factors.
The question is whether a systemic crisis is conceivable or whether
the soft budget constraint will always be sufficient. The fear of such
a crisis has prompted the European football authorities to propose
regulatory instruments for the budgetary control of clubs, which
have helped to limit the growth of their financial imbalances. Nev-
ertheless, a certain number of big club managers would like to see
the financial insecurity resulting from the operating rules of an open
league reduced. It would therefore be by implementing a closed
league in Europe that effective budgetary control instruments could
be introduced, as is the case in the major leagues in the United
States. Here again, the bargaining power of the big clubs is quite
considerable. The arms race for maximum sporting success has
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deepened the segmentation of European football to such an extent
that the European club competition appears to be a quasi-closed
league: it is always the same clubs that return from one year to the
next and share the bulk of the Champions League revenue. It is
therefore interesting to ask whether the blackmail carried out by the
big clubs towards the European football authorities is a real request
for closure or simply a strategy to confinue to benefit from a certain
regulatory laxity that allows them to perpetuate a quasi-closed
league.
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Sports stadia (The Mega ones):
what legitimacy for public funding?

From the ancient stadium to the connected stadium

Whatever their purpose (competition, education, leisure, prac-
fice, entertainment), sports venues (stadia, arenas, specialised or
multi-purpose sites, public or private, free or paid access) have been
undergoing an unprecedented dynamic of construction, moderni-
sation and upgrading throughout the world since the end of the 20th
century. Indeed, the dilapidated state of the facilities, their mono-
functionality, their unsuitability to the new expectations of the pop-
ulation, as well as the requirements of high-level sport explain the
extent and intensity of these investment programmes. This is the sixth
generation of stadia:

1. Ancient stadia (straight frack and stands);

2. 19th century Stadia up unfil the 1920s (amphitheatre model);

3. Stadia that were symbols of power until the 1950s (very large,
bowl-shaped and surrounded by a cycling track);

4. Stadia incorporating technological developments in materials
and adapted to democratisation by television (no cycling or athlet-
ics track, rectangular stands and all covered);

5. Stadia designed to ensure the safety of the public after the
fragedies of the 1980s and 1990s (Heysel in Brussels, Furiani in Bastia),
to improve the media coverage of competitions, with the emer-
gence of multifunctionality and multi-activity (refractable roof,
boxes, etc.);

6. Functional, multifunctional, mulfi-activity and connected sta-
dia at the beginning of the 21st century, with an architectural ap-
proach that reflects the identity of a territory, a sustainable develop-
ment dimension, optimal comfort, a customer path, a public relo-
tions venue, etfc. (business seats, VIP areas.) [Andreff, 2012].

The general economics of sporting venues

A sports facility is always underused. If it is solely dedicated to
practicing, then there is always an imbalance between the number
of services offered and the volume of demand for these same ser-
vices because it is impossible, for obvious reasons, to operate a fa-
cility twenty-four hours a day, every day of the year. If it is a venue
offering entertainment as well, then it is in excess of its services for a
large part of the year barring matchdays (about fifty per season on
average) and even on matchdays, since the occupancy rate of the
stadium or hall fluctuates, depending on the championship and the
discipline, of between 40 and 100%. On the other hand, sometimes
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the venue capacity may be insufficient, partficularly during major
events in the calendar.

The construction of a new stadium devoted solely to sporting
events is rarely profitable. This is why only sports diversification (sev-
eral resident clubs as in North America) and extra-sports activities
(concerts, trade fairs, conventions, efc.) can reduce the deficit. In
addition, if there were no public funding, the decision to build would
not be taken by the private sector.

The recurrent impact of a mega-stadium on local public finances
is to increase their deficit, which is amplified if, beyond the construc-
fion cost, the public authority assumes its operating and mainte-
nance cost yet does not receive any income from its operation or if
the authority grants the resident club or temporary occupier of the
public domain a tax exemption.

In all these cases, there is a tfransfer of income from taxpayers to
club owners and event organisers, as well as to professional athletes
through local taxation. Residents who are not fans, spectators, nor
interested in sport, are taxed to improve the finances of the share-
holders of the companies concerned as well as the players and the
clubs’ supporters.

A new concept: sports entertainment

The operation of a sports stadium is becoming a growing concern
in the economic strategy of professional clubs, even if the consider-
able increase in TV rights may have led people to believe for a while
that, in certain sports (football for example), the spectator's contri-
bution was marginal and secondary [Bourg and Gouguet, 2017].
Therefore, these new stadia must be communal areas where people
not only meet on matchdays but also benefit from them on other
occasions. This is why their modernisation requires the transformation
of the stadium or hall info comfortable, safe, interactive, federative
and profitable spaces, integrating various forms of entertainment or
activities.

These investments must correspond to real urban projects, bring-
ing together a housing estate complex, a shopping centre, a sport-
ing and cultural spectacle business, hotels and restaurants. It is ad-
visable to focus on sports entertainment and to develop the ‘busi-
ness centre’ concept, with modular equipment to attract compa-
nies (meetings, conferences, seminars, offices, catering, accommo-
dation, etc.).

This strategy has already been implemented in the United States,
England and Germany. Of course, this model is only envisaged in
large mefropolitan areas with a hinterland, in terms of population-
level and the size of the public and private partners, who can bear
both the investment and operating costs of an elite club and this
type of stadium. A new facility is expected to increase the average
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aftendance by 30-40% on a sustainable basis. The conditions for the
profitability of the stadium are based on multifunctionalism, gentrifi-
cation and the organisation of at least 120 to 150 events per year,
one-third of which are sporting events.

Public funding of dedicated professional sports facilities: the
reasons

How can it be said that a mega-sports stadium is in the public
intereste How can we determine that such an allocation of public
funds would not be more socially profitable in another sector (edu-
cation, health, environment, etc.)2 [Gouguet, 2011]. Several lessons
can be drawn from the public funding of North American arenas.
Indeed, the professional teams in the five main leagues (MLB, MLS,
NBA, NFL, NHL) have been receiving increasing public subsidies for
the development of their facilities for about sixty years. More than
80% of them have benefited from public funds, which have repre-
sented more than three-quarters of their overall cost.

There are several reasons for the increase in public funding and
the increase in the pace of construction over the last three dec-
ades. For the franchises (clubs), the revenues from the operation of
the stadium are vital because they are not shared equally like TV
and commercial rights. Moreover, a change of venue systematically
allows clubs to renew their audience and increase their revenues by
attracting a more affluent and higher spending clientele in addition
to increasing the ticket price.

Two peculiarities of the North American model give considera-
ble lobbying power to franchise owners over local public authorities.
First, the producers of the sporting spectacle (the clubs) function as
unregulated monopolies in the territory in which they operate, as do
the leagues, which hold an unregulated monopoly on the supply of
their discipline, both of which are exempt from anfti-trust laws. In ad-
dition, with the geographical mobility of franchises (the operating
licence is not legally aftached to a city, but an owner), the clubs
may, with the approval of the league, seek the most profitable con-
ditions by moving to another city, county or state.

Competitive bidding between cities to host a professional
team, with the threat of losing economic and media returns is often
an effective way to pressure elected officials to obtain public fund-
ing and tax exemptions [Coates, 2019]. There is always one city that
will outbid the others, without knowing the exact value of what the
club will bring to the city. The city that wins is the one that overvalues
the benefits the most.

Many large cities, faced with the dilemma of losing their team
or building a new stadium, take the latter option. The leagues' im-
perative is fo accelerate the upgrading of facilities, on the one side,
to maintain or increase the percentage of spectator entertainment
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spending captured by their clubs, and on the other to mitigate the
opposition of the richest clubs to the system of egalitarian pooling of
the revenues they redistribute. The leagues' monopoly allows them
to choose both the number of franchises and where they play. This
strategy creates excess demand from cities by rationing supply. This
strengthens the bargaining power of franchise owners over local of-
ficials who fear team relocation.

The justifications for public funding: economic vs. political
legitimacy

Two categories of arguments are frequently put forward: mod-
ernising stadiums would allow clubs to develop their revenues and
be less dependent on subsidies; the economic impact of these new
stadia for the territories concerned would become significant, or
even compensate for the public investment. A positive correlation
has been established between the level of public subsidies and the
evolution of the wage bill, as the increase in team resources is fully
absorbed by the increase in salaries that it immediately generates.
Frankly, the ratio of coverage of expenses by revenues has not im-
proved at all and public support is more essential than ever [Baade,
2005].

With regard to calculating the economic impact of mega-
sports facilities, econometric tests in North America to see if there is
a link between sales, value-added, employment and the presence
of a franchise and a stadium on a given territory are very disappoint-
ing. The economic benefits for the local area are minimal, spending
by non-local spectators is derisory and there is no cumulative effect
of increased activity. The media impact is real, but difficult to quan-
fify.

New venues simply redirect people's entertainment spending, as
three examples illustrate. By building stadia with shops, cities direct
consumers to them, which enriches the clubs at the expense of
other shops in the city (substitution effect). By suspending their
leagues for long periods due to owners' lock-outs or players' strikes,
the leagues have not caused any decrease in the level of business
in the cities concerned, but a simple transfer of spending to the cin-
ema, the theatre, restaurants, etc. (substitution effect). By paying
very high salaries to their players, the clubs contribute to exporting
part of the region's wealth, since most of this income is not spent
locally (leakage effect).

At the crossroads of economics and political science, another
origin of the power of sporting authorities over public authorities is
the rational actor model [Fort, 2011]. According fo this approach,
the benefits tend to be captured by the most powerful lobbies, while
the costs are borne by those who have no power because they are
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unorganised. As a monopolist in the local and regional market for
baseball, basketball, American football, soccer, or ice hockey, the
franchise will capture additional revenues through its dominance in
the market. In other words, this market failure allows this redistribution
of wealth to the benefit of the sports actors (leagues, franchises, ath-
letes), and of the actors belonging to the sports business industry
(construction companies, shops located in the stadium, television
channels, sponsors, sports agents, etc.), fo the defriment of public
authorities, taxpayers and spectators.

Public aid is not justified by economic factors. The decision is
based on societal and political criteria: pride in belonging to the
same community, social mix, social cohesion, encouragement of
sporting activities, and reputation of the city. There are external ef-
fects generated by the resident clubs in terms of social utility: the
value of the events co-produced by the teams for the supporters
(use value) and the inhabitants (non-use value). In addition, local
elected officials consider that a new stadium is a very positive ele-
ment in the balance sheet of their mandate. No elected official
wants fo appear as the one who has lost the city's professional team,
nor risk losing the next election over it.

The legitimacy of new venues can be seen through two ques-
tions:

1. What can a mega-stadium bring in terms of economic im-
pact to a territory?

2. What other investments are a department or region ready
to renounce to have a larger stadium? [Gouguet, 2011].

The answer to these two questions implies making an enlarged
economic calculation, which in readlity is extremely rare [Gouguet,
2011].

Oversized and expensive public policies: the case of France

In ferms of mega-stadia, the public authorities have sometimes
made questionable choices: costly and inefficient legal arrange-
ments (the public-private partnership contracts for the Euro 2016
football stadiums stigmatised by the regional audit chambers), eco-
nomic inconsistency (oversizing the capacity of the stadia by
around 20 to 40%), underestimation of the sporting risk for the resi-
dent club (irregular presence at the highest national and European
levels), failure to take intfo account the financial risk (consequences
of sorting uncertainty). The cost of these bad practices is socialised,
with the taxpayer compensating for the inconsistency of public de-
cisions, the lack of spectators and the failure of shareholders. [Bourg
and Gouguet].

Since the 2010s, unprecedented investments (more than ten bil-
lion euros) have been devoted to the development or renovation
of numerous facilities to meet the specificatfions of several mego-

39



events hosted by France: Euro 2015 basketball, Euro 2016 football,
2017 World Handball Championship, 2023 World Rugby Champion-
ship, and 2024 Summer Olympics.

The public contribution required for Euro 2016 (1.8 billion euros)
represents a significant expense for an exceptional but non-recur-
ring event, with a very high concentration of budgetary resources
on a very small number of ultra-sophisticated facilities (four new sta-
dig, six upgraded stadia), and only dedicated to hosting a few Euro
matches and certain Ligue 1 clubs. Similarly, how the stadia are op-
erated by UEFA during the event, via an ad hoc commercial com-
pany (and then during the French championship by SASPs) reflects
a situation of socialisation of costs and privatisation of profits. Aimost
all the costs of the Euros were borne by taxpayers. On the other
hand, 95% of the commercial revenues and profits of the event
(€830 million out of a turnover of €1.93 billion) were collected by
UEFA.

Additionally, the ‘Euro 2016’ effect and the ‘new stadia’ effect,
with quantitatively and qualitatively better standards, should have
led to a sustainable increase in public attendance. This was not the
case. Before and after the opening of these stadia, the average
number of spectators per match remains between 21,000 and
23,000 and the occupancy rate fluctuates between 70 and 75%. The
structural nature of the handicaps of French football should have
encouraged the public decision-makers to be more measured in
the calibration of these venues in relation to the real needs of the
clubs.

As a corollary, the objective of the new football stadium devel-
opment programme was to enable a change in the revenue mod-
els of French clubs, and in parallel, a reduction in the public subsidies
paid to them. The ex-post economic results did not match the ex-
ante objectives. The final impact of these investments underlines the
lack of relevance of such a public policy and the lack of efficiency
in the use of the 'stadium’ resource [Moulard,2018].

In effect, the fundamental problem posed by the French Ligue 1
is that of the relevant market for its clubs, which in theory have far
fewer opportunities to fill their stadia than their foreign competitors.
This is because the capacity of French stadia is overestimated con-
cerning the number of inhabitants of the urban areas, and of the
clubs' hinterlands (20 potential customers per seat in France, more
than 30 in Germany). The low density of French elite clubs in very
large cities (only one club in Paris, 60% of clubs in urban areas with
fewer than 500,000 inhabitants) is another illustration of the weakness
in their potential audience compared with foreign domestic teams
(six clubs in London, two in Madrid, Rome, Barcelona, Milan, Turin,
Liverpool and Manchester).
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The shortcomings in the functioning of the democratic game (no
referendums, no scientific studies on the economic impact of the
project and its social utility, no cost-benefit analyses), the dominant
position of pressure groups (the sports entertainment industry) and
the power of influence of the sporting authorities (the specifications
and standards of the stadium conditioning participation in the com-
petition, the development projects of the resident clubs to be more
competitive) lead to the same results as in North America, i.e., al-
most everywhere fully public financing of large sports venues. De-
spite the growing budgetary constraints of local authorities and the
policy frade-offs they have to make, local authorities are still reluc-
fant fo privatise the ownership of sports facilities and the manage-
ment of facilities that structure the life of the city and territory.
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Financial fair play: a tool to rationalise clubs’ financial
management?

Definition and objectives

The excessive and recurring debt of many of Europe's top football
clubs led UEFA to create the Financial Fair Play system, which was
implemented in two stages. From 2011 onwards, clubs had to meet
their fransfer and staff payment obligations. From 2013, they had to
balance their books. Financial fair play is infended to be a more ef-
fective way of regulating the European football economy and to
restore clubs' economic credibility - rather than the licencing system
infroduced by UEFA in 2004 - with an assessment based on five crite-
ria: sporfing, infrastructural, personnel, legal and financial.

The (ambitious) objectives of financial fair play are to introduce
more rigour and rationality into club finances, curb inflationary
frends in high salaries and transfer fees, encourage clubs to avoid
debt and to prioritise investment in infrastructure, thus restoring fair
competition between clubs distorted by excessive indebtedness,
while protecting their medium and long-term viability.

For example, clubs participating in the Champions League and
Europa League must comply with these new rules: their expenses
may not exceed their income for the year by more than 5 million
euros. However, accumulated losses from the previous three sea-
sons can be up to €30 million as long as they are covered by share-
holders. Stadium investments and training expenses are excluded
from the calculation of the financial result. Failure fo comply with
these measures can result in a series of sanctions, ranging from a
warning, a fine, deduction of points from the league table, with-
drawal of a title, withholding of revenue, and a ban on entering new
players in European competitions.

Financial Fair Play has contributed to more serious, tfransparent,
and uniform management of the clubs, as well as to a consequent
improvement in their accounts. The aggregate losses of the 718 Eu-
ropean clubs belonging to UEFA's 54 national leagues have gradu-
ally decreased - 1.67 billion euros in 2011, - 792 million euros in 2013,
- 269 million in 2016. Then cumulative profits appear +579 million in
2017 and +140 million in 2018. This turnaround is also due to the rev-
enue growth in the five major leagues over the same period. The
clubs have better calibrated their spending on wages and wage
bills fo the level of their income. This may reassure operators who in
the past have been reluctant to invest in a loss-making economy.
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Reviews

Investigations in 2018, by the European Investigative Collabora-
fions consortium revealed, via "Football Lecaks", the methods by
which some clubs circumvented financial fair play. These tech-
niques include the artificial overvaluation of partnership contracts
with subsidiaries of companies belonging to the club's owner and
the outsourcing of certain expenses for players' image rights to par-
allel companies dependent on the club's owner. This form of "finan-
cial doping" practiced by many clubs in Europe constitutes a ma-
nipulation that alters the integrity of competitions [Schubert and
Hamil, 2018].

Moreover, financial fair play focuses on the clubs’ deficits and
not on their debts. This means that some big clubs with a lot of debt
but no deficit are not sanctioned. Other clubs, which spend more
than they earn in recruiting talent without having any financial prob-
lems because they are owned by very rich states (PSG with Qatar
and Manchester City with Abu Dhabi), are regularly subject to disci-
plinary proceedings by UEFA. The preservation of competitive bal-
ance is put forward as a justification for limiting the investments of
certain clubs, which would otherwise have the means to grow.

Financial fair play has had no positive effect on the fairness of the
competition. On the confrary, it has increased inequalities within Eu-
ropean competitions. The gap in attractiveness between the cham-
pionships has widened to the benefit of those where the 'historic'
elite of clubs are represented (England, Germany, Spain, Italy,
France). Furthermore, financial fair play has contriouted to an even
greaterimbalance in competition, since its rules have frozen the po-
sitions in favour of clubs that have secured revenues or benefited
from advantages (debt forgiveness, asset contributions) and that
can invest without any contribution from their shareholders [Peeters
and Szymanski, 2014].

Real Madrid's spending can reach €750 million, the club's total
income per season, while Standard Liege's investments are capped
at €60 million, its annual budget. A real barrier to entry thus prevents
certain clubs from investing to progress, and this barrier has the same
consequence: to produce the same European elite, with protection
for the top clubs that have been able to build brands in the absence
of any previous regulation.

The result is that the Champions League looks increasingly like a
closed league with the presence, season after season, of the same
tfeams from the quarterfinals onwards, constituting, in fact, an oli-
gopoly - confrary to European competition law - of clubs that are
rentiers of historical revenues: Real Madrid, FC Barcelona, Bayern
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Munich, Manchester United, Liverpool and Juventus Turin. [Petit,
2014].

In the seven years prior to the fullimplementation of Financial Fair
Play (2006/2007 to 2012/2013), 6 different clubs won the European
title: Barcelona twice and Chelsea, Manchester United, AC Milan,
Inter Milan, Bayern Munich once each. In the following seven sea-
sons (2013/2014 to 2019/2020), only 4 clubs have had access to the
final victory: Real Madrid four times, FC Barcelona, Liverpool, Bayern
Munich once each.

In the Champions League, before or after financial fair play, the
same clubs continue to dominate, the novelty being a greater con-
centration of fitles in favour of a smaller number of tfeams. The limi-
tation of investments leads to an *ossification’ of the European com-
petition market. It hinders - or even prohibits - the least active clubs
from investing to catch up [Rabu, 2014].

Uncertain legal security

The restrictions on investment by clubs and the lack of concrete
results in reducing the inequalities between historically hegemonic
clubs and new entrants, the latter being keen to compete with them
while having limited entrepreneurial freedom, are indications of in-
fringements of European law. By allowing clubs to be excluded from
certain competitions based on the way they are financed, UEFA's
regulations may not be in line with the principles of free competition.
Indeed, a club's economic model, its investment strategy, its pres-
ence in an economic market or the arrival of potential investors may
be called into question by such a sanction for non-compliance with
financial fair play [Puy-Monbrun, 2019].

Legal action has been taken by various economic actors (clubs,
leagues, sports agents), who have complained of multiple violations
of the freedom of enterprise and the free movement of workers and
services. According to its critics, financial fair play is a concerted lim-
itation of investments by UEFA, i.e., collusion of interests, likely to
harm fairness of professional competitions governed by competition
law: Article 101 of the Treaty on the Functioning of the European Un-
ion (TFEU) prohibits illegal agreements and Article 102 prohibits
abuses of dominant positions.

The revision of Financial Fair Play in 2018 can be seen as another
form of limiting the freedom to invest of clubs willing to recruit mas-
sively and quickly to create additional revenues and win titles (such
as PSG or Manchester City). Indeed, a new indicator relating to the
balance of transfers during a season has been integrated to ensure
that a club does not exceed a deficit of more than 100 million euros
between purchases and sales of players. If this rule had existed in
2017, PSG, which incurred €420 million in transfer spending that year
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(Neymar and Kylian Mbappé), would have had to pay compensa-
fion to the tune of €320 million through the sale of numerous players.

If the objectives pursued by financial fair play were considered
sufficiently legitimate to justify such infringements of those principles,
the measure decided by UEFA would still have to satisfy the require-
ment of proportionality, that is to say, it would have to be the least
restrictive means of achieving those objectives. It should be remem-
bered that the Court of Justice of the European Union may consider
a rule which infringes European law to be compatible with it on the
twofold condition that the rule pursues a legitimate objective and
that it is necessary and proportionate for the attainment of that ob-
jective.

Beyond the question of the legality of financial fair play, which is
still pending, the major problem for UEFA is its inability fo investigate
the complex legal and financial arrangements of wealthy clubs and
to prove their possible violations of the rules it has laid down. In this
respect, the annulment in July 2020, by the Court of Arbitration for
Sport (CAS) of Manchester City's exclusion from all European com-
petitions for two seasons illustrates the powerlessness of European
football's highest body.

The CAS decision was not based on the incompatibility of finan-
cial fair play with European competition law, but on the lack of evi-
dence of the facts alleged against the English club. In this case,
Manchester City was suspected of having disguised sources of fi-
nancing through its owners (the Abu Dhabi royal family) by passing
them off as sponsorship, with the assistance of companies depend-
ent on the Emirati owner. The aim was to spend 1.6 billion euros on
the transfer market over ten years to improve their competitiveness.
There is no doubt that this CAS ruling will further weaken the regula-
tory power of financial fair play!

Perspectives

Some of the solutions for reducing inequalities between leagues
and between clubs lie in financial fair play, but also, and above all,
in the methods of access to European cups and the distribution of
income from these competitions. Successive reforms of the Cham-
pions League have always given new competitive advantages to
clubs that have already reached a certain level of economic and
sporting development: by offering half of the qualifying places to
teams from England, Spain, Germany and Italy, and sharing out the
commercial rights in a way that is increasingly favourable to these
big clubs.

It is frue that the effectiveness of this virftuous circle between in-
vestments, sporting results and income is greatly compromised by
financial fair play, which hinders the development of new entrants
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by limiting their spending [Palo Mino, 2015]. This ultimately alters the
quality of the marketed product by reducing the uncertainty of the
outcome. UEFA could correct these negative effects by changing
the criteria for participation in competitions and the way revenues
are distributed in a more egalitarian way. The risk, of course, is that
the big 'historic’ clubs, who largely benefit from the status quo, will
leave UEFA's fold and create a private, closed Super League in
which they would be shareholders - based on the North American
model.

Several other proposals can be made to reduce some of the
drawbacks of financial fair play: an authorisation of overspending
under the condition of a pre-guarantee (on equity) with a continu-
ation of the limitation of debft financing; a salary cap setting a limit
for the wage bill; a luxury tax sanctioning any overspending and re-
distributed to improve competitive balance; tax harmonisation
within Europe to ensure better equity between clubs participating in
the same competitions while being subject to very diverse levels of
taxation. However, the feasibility and effectiveness of these
measures, as well as their compliance with European competition
rules, remain to be seen.

The effects of the health crisis linked to the pandemic that
emerged in 2020 have further weakened financial fair play. Accord-
ing to a report published by UEFA on 21 May 2021, the decline in
revenue of the 55 national leagues under the authority of European
football's governing body willamount to 8.7 billion euros for the 2019-
2020 and 2020-2021 seasons. As a result, UEFA has decided to relax
its requirements by excluding the nationalleagues from the financial
review of the losses incurred by Covid-19 (ticketing, hospitality, mer-
chandising). New arrangements offering clubs more flexibility are
being considered for the following seasons. It goes without saying
that the European Club Association and UEFA are in a constant bat-
fle for influence over their content.
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Naming: A new financial opportunity for clubs?

Definition and origin

Sports naming is a particular sponsorship fechnique that consists
of explicitly associating the name of a company or a brand with an
event (the Lancéme Golf Trophy, the Transat Jacques Vabre), a
team (Red BUll-TAG Heuer in Formula 1, Groupama-Francaise des
Jeux in cycling) or a competition and training venue (Allianz Arena
for Bayern Munich, Groupama Stadium for Olympique de Lyon). This
name concession results in an official, unique and exclusive name.
The seller of the naming rights can also be a public authority, a resi-
dent club or a marketing agency commissioned for this purpose
[Bourg and Gouguet, 2017].

Naming has the dual function of identification (conferring an ex-
istence) and differentiation (creating an image) fo raise brand
awareness and increase the furnover of the sponsor company. This
process tends to demonstrate to fans the existence of a link be-
tween the event, the athlete or team, the site and the title sponsor.

In general, a movement to privatise public space and urban her-
itage is growing in North America, Japan and Europe. The areas of
application are varied: theatres, museums, opera houses, hospitals,
universities, squares, meftro stations, and cultural arenas. Increasingly
more sports venues are specifically being named after brands or
companies. The first recorded forms of naming sports facilities ap-
peared in Europe in 1913 with Philips (electronics) for the PSV Eind-
hoven football stadium, in the United States in the 1920s with Wrigley
(chewing gum) for the Chicago Cubs baseball stadium, and in
France in 1970 with Ricard (alcoholic aperitif), which financed the
construction of the motor racing circuit in the French Var region
which bears his name.

The development of sports stadia naming stems from the profes-
sionalisation of competitive sport. After the change in the status of
clubs from the 1950s in North America and the 1980s in Europe (lim-
ited companies), and the evolution of their financing from the 1980s
to the1990s (TV broadcasting rights, advertising and shareholders),
naming constitutes a further step towards the privatisation of profes-
sional sport, although there are strong disparities according to the
countries and the disciplines.

Value and interest in naming for sports clubs

The investments made by sponsors and the duration of con-
tracts vary greatly depending on the value of the support in terms
of quantity and quality, visibility and citation. Empirically, it is possible
to say that the level of economic development of the country, the
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national and international audience of the discipline, the size of the
hinterland of the stadium, the notoriety of the resident club and its
media potential contribute to the hierarchy of the sums involved.
An econometric study conducted over a 23-year period and with
asample of 112 contracts for major and minor league stadia in North
America shows that the value of naming is primarily determined by
the size of the potential audience, including the economic and de-
mographic size of the metropolis in which the stadium is located, the
stadium's capacity to host, the level of the resident club and league,
the degree of diversity of activities in the use of the stadium, its multi-
functionality and modernity [Gerrard, Parent and Slack, 2007].

The United States is the main market for naming rights, with a
total cumulative turnover of 3.5 billion euros, an average of 70 million
euros per site, and an average contract duration of 17 years, i.e., an
annual revenue per club of 4 million euros, which can frequently ex-
ceed 20 million. AlImost all the clubs in the five main North American
leagues (baseball, basketball, soccer, American football and ice
hockey) have signed such agreements.

In Europe, the record is held by Manchester City's Etihad Sta-
dium, a club owned by an Abu Dhabi sovereign wealth fund, for
which the Emirati airline pays 32 million euros each season. Overall,
football clubs benefit most from such a windfall, which increases
and diversifies their revenues, allows them to recruit new talent while
complying with the financial fair play rules imposed by UEFA and
thus increases their competitiveness. More than 80% of the stadiums
in the professional top flight in Germany and more than 40% in Eng-
land have a naming rights agreement.

In France, only 20% of first division stadia have taken the name of
a company (Matmut Atlantique for Bordeaux, Groupama for Lyon,
Orange for Marseille, Allianz for Nice). This is despite a context that
should have favoured the conclusion of such contracts thanks to the
construction or renovation of infrastructures linked to the hosting of
the 1998 World Cup and Euro 2016. Moreover, the marketing of
these contracts is for relatively small amounts (between 2 and 3 mil-
lion euros per year) and fairly short periods (less than ten years).

Naming can provide an essential or complementary contribution
to the financing of infrastructure: 50% for the New York Mets’ Citi
Field (baseball), 45% for the American Airlines Center in Dallas (bas-
ketball, ice hockey), 25% for Arsenal’s Emirates Stadium, 25% for Bay-
ern Munich'’s Allianz Arena, but sfill less than 5% for French stadia.

What return on investment for the sponsors?

Given the congestion of the traditional advertising market, a
sports stadium can be an innovative and immediately identifiable
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vehicle for a sponsor company, benefiting from extensive media ex-
posure over a long period. This sponsorship of a facility generates
repercussions in terms of memorisation. The impact of the naming of
the Munich stadium by the Allianz insurance company in terms of
spontaneous awareness is ten times greater than that of the spon-
sorship of the Bayern shirt while costing much less (6 million euros per
year instead of 22 million).

However, beyond the recognition of the brand by the fans, it
does not seem that a naming action is profitable for the sponsor.
Studies in the United States show that this communication tool has
no lasting and significant impact on the profitability of the compa-
nies that buy these exploitation rights [Leeds, Leeds and Pistolet,
2007]. Greater visibility and media exposure of the brand do not
lead to increased consumption of the product by the club's fans.

Large companies, capable of investing tens of millions of euros in
naming, are not only looking for a direct return. They are also carry-
ing out an intfernal communication campaign for their employees.
Indeed, many American and German sponsor companies, leaders
in this field, choose to name the team that plays in the city where
their headquarters are located and where thousands of their em-
ployees work.

The development of naming is held back in Europe (particularly
in France) by several obstacles of a societal nature. The first is the
problem of naming a private brand after an infrastructure that is fi-
nanced entirely or mainly by public funds. A second handicap lies
in the symbolic character of a stadium, which constitutes a marker
in the life of a city. Its name, its architecture and its history are an-
chored in the emotional, personal and collective memory of the
fans.

The communicative impact depends on the acceptance of the
name by the general public because, in the end, the supporter is,
or is not the final consumer of the spectacle offered by the club, as
well as the advertiser's products. This is why the iconic stadiums of
Old Trafford (Manchester United), Anfield Road (Liverpool) and
Stanford Bridge (Chelsea) have not changed their identity despite
the financialisation of the Premier League. The same is true of the
Stade de France in Saint-Denis and the Parc des Princes in Paris.
Moreover, in the latter two cases, a possible naming would have to
associate itself with the original identity of the stadium, as was done
for the 'Orange Vélodrome'in Marseille.

Further information:
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Club owners: capital at the service of sport?

Shareholder and club typology

In most cases nowadays, the legal basis for a professional club is
a company whose capital is held by shareholders, whether physical
or legal entities. This co-ownership can lead to the distribution of div-
idends as soon as the company makes a profit. However, this has
not always been the case. Indeed, modern sport, conceived at the
end of the 19th century, was based on the doxa of voluntary work
by association leaders who could not be legally paid.

For several decades, the commercialisation of the sporting spec-
facle, linked to its growing media coverage, has accelerated the
generalisation of professionalism. In North America, this evolution
started in the 1920s and 1930s. In Europe, the change began in the
1980s and 1990s. This new age of televised sport has had two conse-
quences: legal, with the tfransformation of non-profit clubs into cor-
porations; and economic, with the recomposition of professional
sport around the classic mechanisms of the market economy (prop-
erty rights, shareholding, dividends, expectation of a return on in-
vestment). Moreover, the globalisation of professional sport through
television - especially football - has led to the internationalisation
and diversification of shareholders: billionaire oligarchs, investment
funds, sovereign wealth funds, dedicated holding companies,
states, etc.

The accelerating financialisation of professional sport is also due
fo the growing capital requirements of a high-performance activity,
which is increasingly expensive in terms of recruitment, equipment,
technical support and scienfific and medical preparation. In addi-
tion, the Covid-19 pandemic that emerged in 2020 is negatively im-
pacting the funding of clubs and leagues. The ban or restriction of
spectators from stadia has led to a loss of direct (ticketing) and indi-
rect (merchandising, catering, refreshment stands) revenue. The
sporting movement has tended to open up more to the presence
of companies that were previously outside its vision, notably private
equity companies, at the risk of losing control over the governance
of clubs and competitions.

Around the world, some investment funds are exploiting the new
business model of sport by diversifying their asset portfolios to reduce
the risks of these investments and maximise their revenues. They do
this by simultaneously acquiring stakes in several European and non-
European clubs both in football and other disciplines. Sporting ethics
and the integrity of the competition can therefore be affected
when these clubs participate in the same championships, and their
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owners influence the sporting results according to their economic
interests [Breuer, 2018].

Examples of such multi-owners include the American holding
company Kroenke Sports Enterprises (real estate) with Arsenal and
four North American franchises(Los Angeles Rams, NFL, Denver Nug-
gets, NBA, Colorado Avalanche, NHL, Colorado Rapids, MLS); the
American Glazer family (real estate) with Manchester United and
the Tampa Bay Buccaneers, NFL; the mulfinational Red Bull (energy
drinks) with two football teams (R.B Leipzig, R.B New York) and two
Formula 1 feams (R.B Racing, R.B Toro Rosso Honda); the American
Philip Anschutz (oil, railways) with 3 French clubs (Los Angeles Kings,
NHL, Los Angeles Lakers, NBA, and Los Angeles Galaxy, MLS); the
American fund Fenway Sports with Liverpool and the Boston Red
Sox, MLB; the subsidiary Suning Sports of the Chinese group Sun-
ing.com (retailing) with 2 football clubs (Inter Milan and Jiangsu Sun-
ing Football Club).

In Europe, of the 55 national top-flight football leagues under
UEFA's jurisdiction [2020], 43 leagues have one or more clubs con-
frolled by a private company (i.e. 78%), and 27 leagues have one or
more clubs owned by foreign investors (i.e. 49%). In contrast, the
clubsin 11 leagues are owned by public institutions (local authorities
or state-funded bodies). 67 of the 715 clubs (9%) have foreign own-
ers of around 15 different nationalities: American, with teams from 7
championships Arsenal, Liverpool, Manchester United, Toftenham,
Bordeaux, Marseille ); Chinese in 6 leagues (Aston Villa, AC Milan,
Inter Milan); Russian in 4 leagues (Chelsea, Monaco); Emirati (Man-
chester City), Qatari (Paris Saint Germain), British (Nice), Icelandic
(West Ham), ltalian (Watford), Thai (Leicester), Swiss (Southampton),
Luxembourgish (Lille). It should be noted that, in contrast to the eco-
nomic evolution of football, 4 football clubs in Spain are still owned
by their member-supporters, mainly FC Barcelona (150,000 "socios")
and Real Madrid (80,000). See UEFA Benchmarking Report, 2020.

Profit maximisation vs victory maximisation

The standard hypothesis of the theory of the firm postulates that
the objective of a company is to maximise its profit. In the field of
sport, the economic literature identifies and contrasts two models.
In North American leagues, with the profit maximisation model, the
organisation of the competition and the role of the league are at
the service of the logic of financial gain. In the European competi-
fions with the utility maximisation model, the primary objective is to
obtain sporting gains, and the utility function can include, in addition
fo the number of victories for glory, the number of spectators for at-
mosphere, competitive balance for suspense and revenue for prof-
itability.
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Certain characteristics of the North American and European
models have encouraged the arrival of shareholders. In North Amer-
ica, with the principle of closed leagues, the absence of the risk of
demotion reduces the risk of sporting hazards, which gives visibility
over time that investors appreciate. For Europe, the exponential
growth of TV rights and transfer furnover from the 1990s onwards has
fransformed the football economy into speculative activity. And the
implementation of financial fair play, from the 2013/2014 season on-
wards, has contributed to the rationalisation of club management,
with the granting of a licence - necessary to validate the qualifica-
tion of clubs for the European Cup - being conditional on the align-
ment of the level of their expenditure with the level of their revenue.

Investments in sports clubs may be driven by direct profitability
objectives (profits, dividends, capital gains). Five characteristics are
likely to attract financially motivated operators: the quality of the
detection and training system, which allows players to be resold on
the very lucrative fransfer market with significant capital gains; the
continuous increase in domestic and foreign TV rights; the interna-
fional growth potential of the furnover of by-products; the modernity
and multifunctionality of sports stadia; the concentration of reve-
nues for clubs qualified for the final competition stages (play-offs in
North American leagues or from the quarter-finals onwards for the
Champions League in Europe).

However, with the uncertain and low profitability of investments
in sport, the takeover of clubs can aim at indirect profitability
[Franck, 2010]: in order to convey a positive image on markets out-
side sport (petrochemical companies), re-establish a tarnished im-
age (oligarchs), seek political legitimacy (Silvio Berlusconi with AC
Milan, Bernard Tapie with Olympique de Marseille), generate sec-
toral strategies (communication groups), penetrate new foreign
markets (Chinese investors), develop its image in Western society
and spread its brands in promising markets (shareholders in Asia or
the Middle East), increase its soft power through sport (China, Russia,
United Arab Emirates, Qatar) or launder illegal capital (oligarchs,
drug fraffickers).

These motives are not necessarily exclusive and can be cumula-
tive. It will be interesting to observe whether the arrival of new inves-
tors in European football - already owners of North American fran-
chises for which profit is a privileged goal - will influence the behav-
iour of other club owners still set in a logic of maximising sporting
gains, and potentially influence the overall orientation of the
leagues.

Numerous studies show that in Europe in particular, the goal of
maximising wins outweighs profit maximisation. Several explanations
have been put forward to understand this anomaly concerning the
mainstream approach to corporate objectives. The behaviour of
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sports clubs is determined by the history and legal status of the clubs,
the expectations of the supporters, the motivations of the managers,
the search for a ftitle, qualification or promotion and the threat of
relegation. The search for profit would require limiting salaries, which
would reduce the power to attract talent and the competitiveness
of the tfeam [Arrondel and Duhautois, 2018].

Sport at the service of a global business project

The example of football may help to illustrate a paradox of the
economics of professional sport. It is the most popular sport in the
world and yet it has a modest economic activity. Real Madrid, mas-
sive in terms of its history, record of success and global notoriety, had
a furnover (the highest in world football) of 775 million euros and
profits of 76 million (for 2017-2018), which are very small amounts
compared to those of large companies (hundreds of billions of euros
in tfurnover and tens of billions of euros in profits). In effect, the aver-
age income of a professional football club (85 million euros for the
French Ligue 1) corresponds to that of a medium-sized supermarket,
not even a chain of supermarkets, but a single supermarket!

However, thanks to new technologies (television, digital), Real
Madrid offers its services to hundreds of millions of consumers (fans),
which is much more than the number of customers of most of these
same said companies. This paradox is explained by a problem of
economic appropriability of the football ‘good’. Clubs can only ap-
propriate a finy fraction of the economic value generated by the
public's passion for the sport [Kuper and Szymanski, 2014]. A football
match often has the characteristic of being consumed together
with other goods. However, almost all the externalities of the football
spectacle are captured by other economic agents rather than the
clubs: the media (apart from those who pay broadcasting rights),
hotels, restaurants, bars, betting companies, etc.

This is why several clubs are aiming to create real multinationals
around football by imposing their brand to extract more of the value
associated with the consumption of this sport. Let us fake the exam-
ple of Manchester City for instance, chosen from one of many pos-
sible clubs (Manchester United, Juventus Turin, etc.). The holding
company City Football Group (CFG), the owner of Manchester City,
wants fo become a global company (like Coca Cola) and install a
label (City) by using football to penetrate new markets. A strategy
of ‘glocalisation’ - taking a global product and adapting it to local
markets - was implemented: the purchase - or acquisition of stakes
- in eight clubs on different continents: New York City FC (United
States), Melbourne City FC (Australia), Girona FC (Spain), Yokohama
F Marinos (Japan), Club Atlético Torque (Uruguay), Sichuan Jiuniu
(China), Mumbai City FC (India) and Lommel SK (Belgium), as well
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as the creation of commercial subsidiaries and football schools in
China, Singapore and the Middle East.

The aim is to seize all the opportunities offered by the conver-
gence of entertainment, sport and technology with the hundreds of
millions of fans active on social networks. The diversification and na-
ture of City Football Group's shareholding reflect the growing inter-
est of companies from outside the sports world in conquering these
markets: the Emirati sovereign wealth fund Abu Dhabi United Group
(a public investment fund owned by the Emirati state seeking to
make the most of its national savings); private equity firm China Me-
dia Capital (CMC); a consortium of Chinese investors, CMC-Citic
Capital; and US investment company Silver Lake. The latter, which
specialises in new technologies (Alibaba, Dell, Skype, etc.), bought
10% of the City Football Group in 2020 for 500 million dollars, which
values the holding company at $4.8 billion.

The ostentatious spending of billionaires

There are increasingly more billionaires in the world (470 in 2000,
2153 in 2019 according to Forbes) and equally more billionaires are
investing in sport. Af least 140 professional clubs are owned by 109
billionaires according to the UBS bank [Drut,2019]: Russian (energy)
oligarchs Roman Abramovich (Chelsea FC) and Dimitri Rybolovlev
(AS Monaco), Pakistani-American Shahid Khan (automotive equip-
ment, Jacksonville Jaguars, NFL; Fulham FC), Indian Mukesh Ambani
(petrochemicals, Mumbai Indians, cricket), Ukrainian Rinat Akhe-
metov (energy, Shatkhar Donetsk), American Joe Mansueto (finan-
cial services, Chicago Fire FC, MSL), Frenchman Francois Pinault (lux-
ury goods, Stade Rennais), Briton Jim Ratcliffe (petrochemicals,
Ineos cycling team, FC Lausanne, OGC Nice).

The common denominator of billionaires investing in sport is that
they have extra-financial motivations, or at least the objective being
that the financial aspect is not of primary importance: leisure, disin-
terested pleasure, conspicuous consumption, global fame, social
and political recognition. It is a matter of differentiating oneself by
obtaining a status that others will not have; the purchase of cars,
boats or luxury houses is no longer sufficient to achieve this. Thorstein
Veblen [1899, re-edited 1970] is known to have shown that the no-
tion of conspicuous consumption better explains purchasing behav-
jour in modern societies than simple utility maximisation. The Ameri-
can economist contextualises the behaviour of agents - who are no
longer viewed as simple rational agents - and makes an individual's
consumption dependent on the rules and habits of the social group
to which he belongs. Thus, the ostentatious spending of the very rich
stems from a need for prestige, esteem and recognition, and pecu-
niary rivalry, since wealth and power must be made visible.
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The purchase of a football club, in particular, would make it pos-
sible to satisfy this search for distinction by obtaining a position that
is difficult to attain: there is only one national champion and one
European champion per season. This good thus becomes ‘posi-
tional’ for the ownerin the sense that their satisfaction is derived from
the fact that others' consumption is lower than their own. This Veblen
effect is coupled with a snobbery effect, as when the rich do not
want to buy what others buy because they would no longer be able
distinguish themselves from others. Roman Abramovich's expendi-
ture on Chelsea illustrates the ostentatious nature of his spending,
which results in maximising sporting success without budgetary con-
straints: from 2005 to 2020, more than two billion euros were invested,
returning five Premier League titles and one Champions League title.

Whatever the motivations behind the strategies deployed by
club owners, the billions of euros spent each year in the professional
sports industry have a considerable impact on all the competitions
in which their teams participate: inflationary overbidding on salaries
and fransfers, distortions of economic competition, sporting imbal-
ance in nafional and international competitions, lack of fairness in
the championships, criminalisation of the sports economy, etc.
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Televised sport: broadcasting rights and
tele-dependence?

History shows that sport and tfelevision have maintained a long
and mutual interest. From the 1960s onwards, sport and television
have developed by benefiting from their converging and comple-
mentary interests. The ability of sport to attract large audiences rep-
resents an important source of revenue for the channels, either di-
rectly through the sale of programmes (subscriptions to pay-tv chan-
nels), or indirectly through the marketing of advertising space (free
or pay-tv channels).

Infense competition between channels for the acquisition of
broadcasting rights led, from the 1990s onwards to an unprece-
dented increase in sports revenue resulting from the administrative
deregulation of television with the abandonment of the public
broadcasting monopoly (in Europe from the 1980s onwards) and a
revolution in technologies (cable, satellite, digital, pay-TV).

There are two principal interlinking markets for televised sport.
Downstream, the primary market for sports broadcasts, is the forum
for exchange between broadcasters (suppliers) and television view-
ers (demanders). Upstream, the secondary market for sports retrans-
mission rights brings into play the same broadcasters, in this case,
demanders, and the sports organisers (clubs, leagues, federations),
suppliers of the rights they hold [Bourg and Gouguet, 2012; Bourg,
1998].

The IOC is the owner of the Olympic Games, as well as of their
derivative products. Customary law explains the origin of this owner-
ship, as the IOC, under its statutes, has always collected the broad-
casting rights and not the athletes involved. Professional leagues are
also considered to be the owners of the rights to competition,
whether national or continental, insofar as they are the creators and
organisers of the competition, while the participating clubs are only
physical organisers at a local level.

Standard concepts of competitive and administered markets, as
well as auction theory, are used to explain price formation in the
secondary market, i.e., the determination of the number of broad-
casting rights, which is worth $49.5 billion worldwide (SportBusiness
Consulting Global Media Report 2018)

Theories of imperfect markets for broadcasting rights

Of all the markets in the sports economy, those for the market of
televised sports broadcasts have the most diverse and imperfect
forms [Andreff, 2012]. These markets will become imperfect as
agents on both sides of the market try o combine to alter the free
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play of competition. Several of the assumptions of perfect competi-
fion are not respected. The evolution of the legal framework has
over fime modified the way in which the supply of and demand for
broadcasting rights are determined and reorganised the market by
strengthening the power of sports organisers vis-a-vis the channels.

In the early days of sports broadcasting, in the 1930s in the United
States and the 1950s in Europe, no or very low fees were charged for
sport. Since the 1960s in the USA and the 1980s in Europe, television
stations have had to pay progressively higher fees.

Around the market structures, four main forms are in place: mo-
nopoly, reduced monopoly, bilateral monopoly and monopsony.

The cartelisation of the demand for rights by television sta-
tions

A cartel is usually defined as a horizontal agreement between
companies involved in the same activity on minimum selling prices
(supply cartel) or maximum buying prices (demand cartel) and the
quantities exchanged. A cartel of bidders exists when television sta-
fions join fogether in the same organisation (ORTF, a public broad-
casting monopoly at the national level; the European Broadcasting
Union, EBU, atf the international level) to negotiate the purchase of
broadcasting rights with sports organisers. The purpose of the cartel
is o influence purchase prices and limit the volume of demand.

Two types of market result from this. The monopsony is a rare mar-
ket favourable to the buyer (the ORTF) who finds themself alone in
front of a large number of sellers (the clubs and not the league). In
this configuration, which prevailed in Europe from the 1950s to the
1970s, the price paid, but also the volume purchased, is low.

The bilateral monopoly corresponds to the EBU's position for the
purchase of rights to infernatfional events: a single seller of a speci-
fied product has only one customer. This market structure was insti-
futionalised at the European level for some 30 years from 1950 on-
wards in order to fight against the overbidding of the cartelised
sporting offer (IOC, FIFA, UEFA, etc.), and has set itself the objective
of controlling demand by means of strict rules (a strategy of ‘going
it alone’ is forbidden) to bring prices down. The increase in the num-
ber of private and pay-tv channels that are not members of the EBU
has reduced its power. This bilateral monopoly was temporary.

The cartelisation of supply rights by sports organisers

This is a case of organising a monopoly through a specific market
fo confrol it and to charge prices that are not competitive. In this
case, there is a cartel of suppliers when a sports grouping (leagues,
federations) is the sole holder of the rights to negotiate the sale of
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the broadcast with the television stations. It was in the United States,
at the beginning of the 1960s, that an excess of competition on the
supply side of broadcasting caused a sharp drop in revenue. To rem-
edy this, a cartelisation of the supply in a league was implemented
to maximise the turnover and profits of the clubs.

However, the establishment of a single power centre responsible
for selling TV rights violated US antitrust legislation (Sherman Act of
1910). Law 87-331 of September 30, 1961, based on the idea that a
centralised sale of rights would preserve the balance and interest of
competitions, and thus increase the welfare of consumers of sports
entertainment, resolved this incompatibility [Andreff, Nys and Bourg,
1987]. In Europe, the collective sale of broadcasting rights - theoret-
ically prejudicial to the principle of free competition - has been ad-
mitted by the community authorities under certain conditions (short-
term conftracts, sale by lots allowing several channels to acquire part
of the rights, etfc.), to favour the economic and sporting balance of
competitions.

The monopoly of leagues and sporting organisations

This market has only one seller facing a large number of potential
buyers. Depending on the geographical area of activity, at the no-
fional level, the seller is the league, at the global level the seller is the
IOC or an international federation. The cartelisation of the sellers
eliminates any competition on their side. This collective bargaining
has set in motion bidding mechanisms that are all the more effective
as demand expands and fragments. In such a configuration, the
monopolist (the league, the IOC or the international federation),
capturing all the demand, will choose the price (the TV rights) and
the quantity (the volume of broadcasts) that maximise its profit.

Like any cartel, the league generally distributes television reve-
nue amongst the clubs on an equal basis. In addition to the benefits
of joint distribution for the balance of the competition, the cartel ne-
gotiation makes it possible to impose longer-term contracts on the
channels than would have been the case if the rights had been sold
individually. This way, the clubs have a guaranteed income that is
independent of the evolution of their sporting results. In addition, the
league aims to keep the broadcasting fees received by the clubs
as high as possible. These cartel practices benefit the clubs to the
detriment of the broadcasters and sponsors who have to pay high
fees and obviously the viewers who have to pay an escalating ac-
cess fee.

More stable than a league (a cartel of clubs that may be weak-
ened or challenged), the IOC has a de facto monopoly of supply
with the Olympic Games, since it is a unique event with no compet-
ing or substitutable competition. Its bargaining power, reinforced by
this absolute monopoly, explains the very sharp increases in world
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rights: for the summer Olympics, 0.5 million dollars in 1960 (first TV
rights paid), $400 million in 1988, $1.4 billion in 2004, rising to $6 billion
in 2021.

The reduced monopoly: the dominant model in European
markets

There is a reduced monopoly when a single supplier is faced with
a few buyers. This has been the dominant situation throughout the
last thirty years (1990-2020), which still confinues in most of the major
sports in Europe. In football, for example, each national league in-
vites bids from three or four audiovisual groups. In contrast to the
former monopsony (clubs - public broadcaster) or bilateral monop-
oly (league - public broadcaster), which is not very profitable for
sports organisers, this system involves a larger number of channels,
but also and above all a larger number of broadcasting windows
through a system of lot sales.

There is no longer just one request for broadcasting, but several.
Until the mid-1980s, the main focus was on live and free-to-air broad-
casting of a match, i.e., on a free channel. Today, the market is seg-
mented and demand covers several forms of exploitation: live, de-
layed, full, summary, free-to-air, encrypted, pay-per-view. The rights
sold concern exclusivity for a type of broadcast, and no longer only
geographical exclusivity.

This new possibility of negotiating with alternative media for the
same broadcast, which is then resold twice or three times, increases
competition on the demand side and increases the profitability of
the product. As a result of this multiplicity of rights, television has
been the main source of income for football clubs in all European
countries since the mid-1990s (35 %), rising to between 45 % and 55
% since the early 2000s. Thirty years earlier, this percentage was less
than 5 %.

Auction theory

Beyond the evolution of the forms of the broadcasting rights mar-
ket, which have become very favourable to sports organisers, the
exponential growth of TV revenues can also be explained by the
modus operandi chosen by these organisers to sell an assetf, which
is often unique [Lévéque, 2017]. Indeed, auction procedures can
ensure an efficient allocation.

Auction theory analyses, with the tools of game theory, the stra-
tfegic behaviour of different economic agents with opposing objec-
fives, as well as the interactions and games of influence between
them: the seller and designer of the auction (the sports organiser),
the bidders (the television stations), and the auction mechanisms.
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The actors value the good in different ways and are partially una-
ware of how other agents value it.

How can a price be established when it is not established on a
fraditional market, but by the competition of subjectivities and in a
context of asymmetry of objective information (the true value of the
object of the auction)2 How can we foresee, anticipate and thwart
the strategic behaviour of the actorse Whatever the other ‘players’
do, itis always in the bidder's interest to make an offer for an amount
equal to his ‘real’ valuation of the object in the auction.

Offering a price lower than one's willingness to pay reduces the
bidder's chances of winning the auction. Conversely, announcing a
price higher than its private valuation increases the probability of
winning, but exposes the bidder to pay more than it is willing to pay,
and thus to buying at a loss. In other words, the dilemma for televi-
sion stations can be summarised as follows: accept the overpricing
of the rights fo maintain an attractive but expensive offer, or contain
their costs by not bidding higher, but at the risk of losing subscribers.

The particularity of the sports economy is that it is based on mo-
nopolies of competitions, whose owners/organisers strive to perfect
their bidding systems to secure the greater part of these monopoly
rents. If the auction is well designed, the bidder bets all the profit he
hopes for. He does not make money and may even lose money if
he makes mistakes. This is offen the case for the summer and winter
Olympics, the World Cup, the Euros, the Champions League, certain
national football championships and the American Football Cham-
pionship.

However, it does not make economic sense to buy rights that pay
less than they cost. The bidding TV station should not offer more than
the sum of the discounted profits it would receive from the deal if it
were to win. However, uncertainties about the actual value of the
object of the auction and about the estimated wilingness to pay of
the consumer (the viewer) complicate the strategy. How many sub-
scribers will this exclusive broadcasting right gain? By how much
should the subscription price be increased?2 What effect will an in-
crease in the subscription fee have on existing and potential future
subscribers?

An illustration of the winners’ curse: football

The principle of the auction is that the most optimistic (or bluffing)
of the candidates wins. There is therefore a permanent risk of a win-
ners' curse, as the winner tends to overestimate the coveted asset.
The television rights to French football sold in 2004, according to the
so-called "first-price auction" procedure, is a good illustration of this.
The TF1 group's strategy consisted in pushing Canal Plus - by sending
signals demonstrating its great interest in these TV rights - to pay
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more than 600 million euros per year for three seasons, whereas at
the tfime of the opening of the bids, the sum proposed by TF1 (326
million) showed that its only objective was to place Canal Plus in the
“winner's curse” position in order to destabilise its economic model.

The Ligue de Football Professionnel (LFP) organised a sequential
auction for a period of four years (2016-2020), where six lots were
successively put up for sale, ranging from lot 1, the most attractive
with the broadcasting of two live matches, to lot 6, the least attrac-
tive with the broadcasting of excerpts from all the matches in a de-
layed format. Canal Plus won the first two packages for €540 million
per season. BelN Sports won the other four lots for 160 million euros
per season. This represents an overall annual contract that is 20%
higher than the previous one and revenue that is six times higher
than the contract signed in 1999.

As a result of this purchase, Canal Plus was expected to generate
revenue of 2.7 billion euros from 2016 to 2020 (new subscribers, more
expensive subscriptions, retention of old subscribers). BelN Sports, for
its part, was counting on 800 million euros. Traditional business se-
crecy does not allow us to verify whether such objectives have been
met, even though both broadcasters were in a rather delicate situ-
ation at the end of this contract (loss of subscribers, deficits, etc.).

From 2020 until 2024, the rights for French Ligue 1 and Ligue 2 were
fo reach €1.15 billion per season for the seven packages, with €780
million coming from the Chinese-Spanish agency Mediapro for 85%
of the live Ligue 1 matches, a further 64% increase on 2016-2020. Me-
diapro's financial difficulties with its pay channel "Téléfoot", which
came to the forefront at the start of the first year of operation due
to an insufficient number of subscribers (600,000 instead of the 3.5
million hoped for as a break-even point), reflected the extent of the
market's overestimation. This is all the more true given that the aver-
age audience in 2019-2020 (the last year of the previous confract
with Canal Plus) was 851,000 viewers and that the record for the sea-
son, held by the PSG-Olympigue de Marseille match, had attracted
only 1.9 million viewers!

With the foreseeable withdrawal of Mediapro and the inevitable
closure of the Téléfoot channel in December 2020 after only four
months of activity, as well as the downward purchase by Canal Plus
of the broadcasting rights until the end of the current season, initially
held by Mediapro, the amount of TV revenue for 2020-2021 fell by
41% (680 million euros instead of 1.15 billion).

In the following seasons, the value of the French Premier League
product lacked homogeneity and attractiveness, and potential
broadcasters were no longer willing to outbid each other as in the
past. This deflationary tfrend was confirmed by the marketing of the
broadcasting service for the period 2021-2024: 663 million euros per
year. This drop would have been more significant if Amazon, the
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world's number one e-commerce company, had not bought the
main package (80% of the matches) to feed its Amazon Prime
(Prime Video) broadcasting platform to attract a maximum number
of subscribers to its delivery service. The market for the rights to the
French football championship contrasts sharply with that of the Eng-
lish Premier League, whose national and international rights exceed
1.8 billion euros per season for 2022-2025 [Buraimo, 2019].

The inflationary mechanisms of football auctions

There are two main reasons for the inflation of TV rights. The sellers
(sports organisers) are capturing an increasing share of the revenue
generated by the broadcasting of sports events. The buyers (the
channels) covet increasing revenues from the broadcasting of
events.

The sellers' strategy is to divide the product being auctioned into
several lots, sequence their bidding in descending order of intrinsic
value, and prevent a single bidder from acquiring them all. In this
way, they succeed in bringing other candidates into the game. Ex-
perience shows that the more participants, the more intense the
competition and the greater the overestimation. The aim is to get
the bidders to formulate bids for each lot that tend towards their
maximum willingness to pay. Obtaining these broadcasting rights in-
deed allows the winner not only o reserve their commercial exploi-
tation but also to weaken his competitors who are deprived of the
offer. By obtaining exclusive rights, the winner of the auction in-
creases the value of his portfolio while reducing the value of his ri-
vals'.

The sequential nature of the auction also conftributes to intensify-
ing competition, unlike ascending auctions in which each actor
knows ‘his’ value of the goods sold, i.e., the value at which he will
stop bidding. Once lot 1 has been awarded, only the winner knows
tfo whom it has been awarded and at what price. The other bidders
only know that they have lost the first round. The competition for the
second lot will be much more intense than in a simultaneous auction
procedure where all the candidates would have submitted their
bids for all the lots at the same fime.

By optimising the choice of auction mechanisms, the sellers of
rights can thus approach a cut-off point: cashing in the entire mo-
nopoly or scarcity rent, i.e., the profits expected by the buyers from
their subscribers and advertisers. At this point, the buyers pay the
sellers everything they earn and thus make a zero profit on the rights
they exploit. In this case, the auction dissipates the buyers' ex-ante
gains. Competition between bidders leads to the same result as per-
fect competition: zero profit [Lévéque,2017].

The revenue expected from television broadcasts is increasing
because football is more attractive than other sports and generates
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more viewers, subscriptions and advertising revenue than other pro-
grammes (unique spectacles, live events with an uncertain out-
come). These elements allow the channels to buy TV rights at a
higher price. In doing so, are the channels getting closer to the max-
imum amount that viewers are willing to pay (720 euros per year for
the national and international football offer in France, 2016-2020), or
can they even exceed this threshold of acceptability (1020 euros for
the same offer, 2020-2024)2 The failure of Mediapro provides an un-
ambiguous answer. From now on, the fans will be more demanding
on the quality of the content of the offer proposed to them and vig-
ilant on the quality/price ratio.

Lessons and perspectives

The candidates for the acquisition of TV rights are progressively
more numerous and diversified, and this is within the framework of
the increasing internationalisation of the broadcasting of sporting
events: free television channels, national and foreign pay-tv chan-
nels, and Internet access providers. Soon, might digital giants invest
massively in sports rights to improve their brand image with states
and populations? [Drut, 2019]. These digital giants (Western
GAFAMs, Chinese BATXs, efc.) are looking for products and confent
tfo diversify their multiplay offers. Additionally, these rights can be
amortised over a large number of subscribers.

However, more overbidding for broadcasting rights means more
money for the athletes and less money for the viewers. Most of the
TV rights revenue from the auction goes to the event owners, who in
turn spend most of it on sports transfers and salaries. The more exclu-
sive TV rights are profitable, thanks to heightened competition be-
tween TV channels and sophisticated auction techniques, the more
viewers that are financially involved. Subscribers to pay-tv channels
finance the league and the clubs and indirectly pay the salaries of
players, coaches and sports agents because the channels do not
make money in this type of market.

But the viewer's willingness to pay has its limits. It is now very diffi-
cult to attract and retain new subscribers, as viewers are being so-
licited by different subscription offers. In addition, how televised
sport is consumed is changing thanks to digital platforms that give
access to 3,500 television channels from all over the world, with
broadcasting, legal or illegal, free or at very low cost (streaming
websites, Internet Protocol TeleVision offers, so-called "IPTV").

Sports piracy is said to account for 20% of the broadcasting au-
dience, if this phenomenon were to increase, what value would TV
rights have at future auctions? The digital giants could be taxed be-
cause they are the vectors of such new illegal consumption prac-
tices.
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The television dependence of sports organisers (30 to 50% of the
turnover of events) may call into question the economic model of
professional sport if there is an unfavourable downturn in the broad-
casting rights market! Is the post-Bosman deregulation of football,
with its consequences of transfer liberalisation and wage inflation,
the harbinger of a crisis, since TV revenues could become unstable
or decline, and would no longer be able to compensate for the fi-
nancial abuses of this deregulation?
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CHAPTER Ill- THE GLORIOUS UNCERTAINTY OF
SPORT

It is necessary to define competitive balance, a concept that
has been at the centre of the economic analysis of sport since
the first American studies in the mid-1950s. Beyond its obvious-
ness, competitive balance is a notion that is difficult to meas-
ure or even legitimise. There are many debates about the in-
dicators o be used, the factors of competitive imbalance to
be analysed and the means to combat them.
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Competitive balance: what challenges to a central
concept of sports economics?

Definition

Competitive balance has always been at the heart of sports
economists' thinking. In fact, in professional tfeam sport champion-
ships, the spectacle is produced by two competing teams and its
attractiveness depends on the balance of forces present. This
means that the more balanced the competition, the greater the in-
terest for the fans and the higher the revenue for the league. This is
why improving competitive balance is seen by most analysts as a
legitimate goal.

Whomever the authors of reference are, it would seem that the
common point of all the definitions put forward relates to the sport-
ing quality of the feams: competitive balance is the distribution of
the sporting quality between the teams in aleague. Remember that
the sporting quality produced by a team is equated with the per-
centage of wins it achieves. It is therefore assumed that if the per-
centage of victories is well distributed amongst all the tfeams then
this reflects a balance of power. However, to produce this quality of
output, inputs are needed that are largely made up of sporting tal-
ent (in addition to infrastructure and administrative and sporting fa-
cilities). One might therefore think that it is sufficient for a league to
regulafte the distribution of sporting talent between the clubs to
achieve a competitive balance, but the reality is much more com-
plex.

Competitive balance can be seen as a public good that benefits
all players, which implies that clubs should be able to achieve a
maximum of victories and the highest ranking while not unbalancing
the league too much by doing so. This means that, as with all public
goods, there is a high risk of free riders, i.e., clubs that would like to
take advantage of the financial benefits of the improved competi-
five balance but do notf pay the price. This is why a system of regu-
lation of certain markets has been envisaged to avoid the abuses
caused by the clubs' desires to maximise their victories. In concrete
terms, instruments are used to limit the mobility of players (reserve
clause, rookie draft, fransfer regulations, etc.), to limit the wage bill,
and to establish revenue-sharing arrangements. Based on eco-
nomic theory and the experiences of both the United States and
Europe, a debate exists amongst economists as to the real effec-
tiveness of all these instruments. But to test such effectiveness, a reli-
able measure of competitive balance is needed.
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A difficult and contested measure

The measurement of competitive balance raises many contro-
versies amongst economists, as no instrument is perfect. Very often,
the distribution of sporting quality is apprehended through the
calculation of an index of concentration or dispersion of vic-
tories at the end of the sporting season. This ex-post measure of
competitive equity has been the subject of much debate
amongst economists:

First of all, there is the choice of the statistical indicator best
able to reflect the reality of the evolution of competitive bal-
ance: Lorenz curve, mean deviation index, concentration in-
dex, Herfindahlindex, etc. The most commonly used criterion
is the ratio of the standard deviation of the actual percent-
age of wins to the theoretical standard deviation. This meas-
ure has been the subject of many criticisms. Indeed, beyond
a measure of the dispersion of the effective performances
around the ideal theoretical situation, it would be necessary
to verify whether, from one year to the next, the same teams
or not are at the top of the ranking. It would be perfectly
possible to have a very balanced and close championship
with a low dispersion index, but in which the top places are
always taken by the same teams. This is the current situation
in the English Premier League.

Then there is the consideration of the tfemporal dimension of
the analysis. The economic literature has dealt with this incer-
fitude in three temporal dimensions: the match; the season;
the long tferm. These three analyses are interesting, but in our
opinion, it is the analysis of competitive balance at the level
of the sporting season that is most relevant. The sports season
in ferms of the uncertainty of outcome will be more or less
attractive depending on the strategy of acquiring sports tal-
ent adopted by each club. This strategy itself depends on
the rules laid down by the League to go up, down or access
lucrative competitions. It is therefore a question of determin-
ing the economic basis on which the player purchase or
fransfer policy is decided. It is recognised that professional
team sport leagues in Europe consist of three segments: four
or five top tfeams competing for the championship and a
place in European competitions; the middle group, whose
clubs are fighting in the knowledge that they cannot win the
league; the bottom group, whose clubs are fighting to avoid
relegation to the lower division. Despite the ever-present un-
certainty, each club will invest in sporting talent according
to the size of its home market, which makes it possible to un-
derstand, on average, the maintenance of a competitive
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imbalance. Here we find a well-established result that there
is a conflict between the individual interests of the clubs and
the collective interest of the league. It is, therefore, neces-
sary to know whether a regulation of the effort of each club
by the league would improve the achievement of competi-
tive balance.

- Finally, there is the question of the relevance of such an
indicator of dispersion or concenfration of victories, which
would not reflect the profound nature of sporting compe-
fition. Indeed, it is possible to distinguish two concepts:
competitive balance, which measures the quality of the
feams, and competitive intensity, which measuresthe du-
rability of the confrontation. The competitive balance may
deteriorate but the interest of the competition is else-
where and the competitive intensity compensates for
the previous deterioration. This intensity can come from nu-
merous factors: local derbies, old disputes between
teams, the stakes of a European selection or the stakes of
relegation to alower division. This qualitative competitive in-
fensity is of course much more difficult o measure but also
tfo formulate than the classic quantitative conception of com-
petitive balance (distribution of sports victories). This is why,
beyond the difficulties of measurement, we must also
look at the factors of competitive imbalance and the means
of combating it.

The factors of economic imbalance

e Market size

Economic studies carried out in Europe largely show that the
richer a club is, the higher its probability of reaching the top of the
standings. Given these results, one might think that since a club's
wealth often depends largely on the wealth of the territory that sup-
ports it, the sporting performance of clubs will ultimately depend on
the economic health of the host cities. Nevertheless, there is no clear
relationship between the size of a market and the performance of
its team. This certainly reflects the fact that this relationship is the re-
sult of the interaction of multiple variables. It appears that the local
economic potfential largely determines the amount of sponsorship,
merchandising and media resources the club has available to it.
Thus, with a consequent budget, the club can buy the best players
available and maximise its wins. But, beyond this simple linear rela-
tionship, other feedback loops with multiplier effects can be set up
and such amplification effects will be different for different clubs. In
the end, the general relationship between local economic potential
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and sports results is not easy to test because of the overall complex-
ity of the interactions, but also because not all these causalities are
automatic. If we take the example of France and the Ligue 1 foot-
ball league, it appears that there is no linear relationship between
the economic weight of cities and their sports ranking beyond the
two obvious cases: the richest cities that regularly obtain good sports
results; the smallest cities that succeed with varying degrees of diffi-
culty in maintaining their position in the bottom half of the table. Be-
tween these two borderline cases, the non-linearity of the relation-
ship is verified with the situation of the richer cities, which are clearly
under-ranked. This means that while economic wealth is a necessary
condition for being highly ranked in sports, it is not a sufficient con-
dition. Conversely, the case of small cities that are regularly over-
ranked confirms the complexity of the relationship or the need to
take into account other factors that explain sports performance. In
order to understand these French paradoxes, it is necessary to take
into consideration the regulatory instruments that have been imple-
mented to fry to maintain a competitive balance. This balance
would certainly have been upset to the benefit of the most powerful
cifies if the market had been allowed to operate freely. This means
that regulatory instruments, such as the redistribution of broadcast-
ing rights, can reduce the consequences of the differences in
wealth on the sports ranking and improve the competitive balance
of the championships.

e Financial doping

The wealth of a club can also come from the massive injection of
capital from rich investors as we have seen in the case of Chelseq,
Manchester City or Paris Saint Germain. This would create a virtuous
circle for the richest clubs that could be self-generating: the injec-
tion of external capital allows for increased spending on salaries and
fransfers leading to the concentration of sporting talent and suc-
cess. Competitive imbalance is the result of real financial doping in
favour of the biggest clubs. Conversely, there is a vicious circle for
the smaller clubs who are fighting to avoid relegation. Therefore, we
have to ask ourselves how we can fight against this logic of compet-
itfive imbalance, which only profits too few clubs. Spain is a good
example of a duopoly concentrating most of the sporting talent and
victories (Barcelona and Madrid) and on the other side the maijority
of clubs experiencing considerable financial difficulties. It will also be
necessary to answer a paradox: how to understand the social ac-
ceptability of the current system despite the damage to sporting in-
tegrity caused by this financial doping?

In the end, the local economic potential, the instruments of reg-
ulation of the sporting sector and competitive balance are closely
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linked without it being possible to establish general laws that are in-
disputable. However, strong trends appear. First, there is a positive
relationship between local economic potential and sports results, es-
pecially when the market functions freely. In this case, the clubs in
the richest territories largely dominate the others. Also, market regu-
lation instruments and income redistribution methods can be used
to improve competitive balance. The French example shows that
such instruments can be effective at the national level, but at the
same time, they can jeopardise the international competitiveness of
clubs. Itis becoming increasingly clear that a solution to the financial
crisis affecting many European clubs will come from the polifical
ability to set up European bodies to coordinate and regulate no-
tional leagues. In terms of competitive balance at the European
level, too many free riders exist willing to tfake advantage of this situ-
ation without paying the cost. Moreover, this raises the whole prob-
lem of the risk of setfting up closed private leagues at the European
level.
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Luxury tax: solidarity and uncertainty of outcome?
Definition and modalities

Following the salary cap and the rookie draft, luxury tax is chron-
ologically the third instrument for the regulation of the sports labour
market implemented in certain North American leagues. Luxury tax
was applied in the MLB from 1997 to 1999, then again from 2003. In
2006, it was renamed the "competitive balance tax". A luxury tax
was first considered in the NBA in 1999 and used from 2003 onwards.

The payment of a luxury tax allows clubs to spend more than the
salary cap when it exists (NBA), or more than an amount set by the
league if it does not exist (MLB). Luxury tax is negotiated within the
framework of the Collective Bargaining Agreement (CBA) between
the league, the franchise owners and the players' unions. It is based
on three main parameters: the threshold triggering the tax, the tax
rate and the redistribution of the revenue collected. The first two lev-
ers determine the tax revenue [Gustafson, 2006].

In the NBA, the calculation of the tax is based on the revenues of
the league's franchises (Basketball Related Income, BRI), as with the
salary cap, but with a specific percentage. The threshold activating
the tax is on average 21% higher than that of the salary cap and
therefore only concerns the highest spending teames.

The luxury tax scale works exponentially: 150% for any excess over
the ceiling between 0 and 5 million dollars, 175% from 5 to 10 million,
250% from 10 to 15 million, 325% from 15 to 20 million, 375% from 20
to 25 million, and so on. In other words, clubs may have to pay $1.5
million for each million-dollar overrun, then 1.75 million, 2.5 million,
3.25 million, 3.75 million, efc.

Under pressure from NBA franchises located in small markets, a
repeater luxury tax was created in 2013 for teams that exceed the
luxury tax cap at least three times in the previous four seasons. Using
the previous illustration, a club must pay an addifional financial pen-
alty for these repeat offences of $2.5 million for each million ex-
ceeded for the first tier, then $2.75 million, $3.5 million, $4.25 million,
$4.75 million, etc.

During its first application period (1997-1999) in the MLB, the trig-
ger level for luxury tax was an average payroll calculated between
that of the fifth and sixth highest spending franchises. The amount of
the tax was 34% of the excess of the authorised salary cap. With the
new tax in force since 2006, the tax rates become progressive as
soon as there are successive repetitions: 20% for the second season
of exceeding the ceiling, 30% for the third and, 50% for the fourth.
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Obijectives

The regulation of the player market is fundamental in a highly
skilled industry like sport, whose value depends on the balance of
the competition. Therefore, some economists have proposed a tax
to strengthen economic solidarity within the league and to stimulate
the uncertainty of the outcome.

Gary Becker [Becker, 1994] imagined a tax on all MLB teams'
spending on sports performance. According to Becker, this would
have three positive effects: a slowing down of the bidding war be-
tween clubs to improve their performance; redistribution of the pro-
ceeds of this tax to all clubs, especially the less wealthy ones; and
equalisation of economic and sporting potential.

The luxury tax, created in two major North American leagues, is
therefore not infended to prohibit any breach of the salary cap, but
to make it more expensive. The purpose of the tax s fo limit excessive
bidding, contain salary cost inflation, equalise salary expenditure
amongst teams, promote competitive balance in the league and
avoid bankruptcies.

The economic and sporting consequences

The NBA is one of the professional leagues where the issue of
competitive balance is problematic. The high rate of both the luxury
tax and repeater luxury tax (several tens of millions of dollars per club
per season for the biggest spenders) is infended to supplement the
soft salary cap, which does not really reduce the disparities in the
wage bill. However, few teams, and almost always the same ones,
are affected.

There are three categories of franchises in the NBA, two of which
do not pay tax or around 80% of the 30 clubs. A third of the league
(about ten teams) is below the salary cap, a little less than half is
above the salary cap but below the luxury tax (a dozen teams) and
the rest exceed both the salary cap and luxury tax thresholds and
thus pay one to two taxes (five/six teams). Between 2003 and 20156,
$1.233 billion was collected, an average per season of $88 million.
Unsurprisingly, five franchises based in a large demographic and
economic market (New York, Los Angeles) pay 62% of the tax. Over-
all, the application of luxury tax and repeater luxury tax seems to
have improved the NBA's competitive balance, compared to the
seasons that preceded their infroduction, albeit not in a very sub-
stanfial way.

In the MLB, the ceiling at which taxation begins is so high that few
feams are subject to it. In the first three years of the luxury tax (1997-
1999). eight clubs were taxed for a fotal of $31 million, an average
of $10 million per season. Two of them were taxed every year and
paid 65% tax. Between 2003 and 2017, eight tfeams were also taxed,
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out of the league's 30, for a total levy of $518 million, or an average
of $35 million per season. Six of these teams were taxed on a one-
time, marginal basis (9% of the total tax levied).

In contrast, two baseball franchises, also operating in large mar-
kets (New York, Los Angeles), pay the tax each season and contrib-
ute ?1% of the total collection ($470 million). The enduring sporting
dominance of the New York Yankees, the league’s most successful
club (27 ftitles), seems to have been affected (only one title over
these fifteen seasons) by the level of its tax levies ($320 million, or $21
million per season on average and 62% of the league total).

In the MLB, the first tax created in 1997 did not have a very signif-
icant impact on limiting the expenses of high-revenue clubs. In-
stead, several studies show that the luxury tax implemented from
2003 onwards has had a tangible effect on competitive balance,
thanks in particular to the progressive nature of the rates in the event
of successive overruns [Ajilore and Hendrickson, 2007]. Luxury tax has
restricted the wage expenditure of high-revenue teams. The analysis
of player transfers through their mobility between clubs makes it pos-
sible to observe a more balanced distribution of talent, with a de-
crease in the flow of the best players to the richest clubs being ob-
served during the second period of the application of the fax
[Maxcy, 2011].

Learnings

The organisational model of North American professional sport is
supposed to serve an economic logic of maximising profits. The
standard literature shows that, as competitive balance decreases,
the interest of fans, media and sponsors also decreases. As a result,
the revenues and profits of the league and the clubs are affected.
The aim is therefore to reduce the financial inequality between fran-
chises in large markets and those in small markets. The goal is to
achieve an even distribution of talent amongst teams and to make
sporting results less predictable. It is in this context that the luxury tax
was infroduced, either fo compensate for the absence of a salary
cap (MLB), which could not be adopted following the categorical
refusal of the players; or to compensate for the weak impact of the
soft salary cap reconciling freedom of salary expenditure and finan-
cial equalisation (NBA).

The tax transfers the income from the players to the beneficiaries
of the tax proceeds, unlike the salary cap, which transfers the in-
come fo the franchise owners. The distribution of the tax revenue
can be wholly independent of the teams' sporting results and turno-
ver. This is the way the MLB operates, with 50% going fo a fund to
finance player tfraining and 50% allocated to a baseball develop-
ment programme. In this case, the tax has no impact on competi-
tive balance.
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Conversely, in the NBA, subsidies can be allocated to clubs
whose wage bill is below the double taxation threshold, i.e., to the
least expensive and theoretically weakest teams. The latter can thus
achieve higher profits than the highest-spending teams after the
league has paid back the subsidy [Dietl, Lang and Werner, 2010].
The tax may reduce the demand for superstars by taxed teams, as
well as their remuneration, making these stars accessible to smaller
teams amongst which the tax proceeds are distributed. Thus, the
luxury tax has a direct redistributive effect.

If subsidies are distributed inversely to club revenues, then winning
and thus increasing revenues decreases the subsidy to be received
by the team and makes winning less profitable. This can worsen
competitive balance in that smaller teams with less investment in
talent have less incentive to win.

The numerous variants of luxury tax do not have the same effect
on the level of wage expenditure, the degree of talent concentra-
tion and the balance of competition. The effectiveness of the tax
depends on how it isimplemented (trigger level, percentage levied,
beneficiaries of the revenue collected). The mix of objectives of
clubs within a league (financial gain/sporting gain) can also modu-
late the impact of the tax, as the investment in talent is more or less
important depending on the priorities of the clubs, due fo the ab-
sence of a sporting sanction at the end of the season (no relego-
fion).

To conclude, generally the notion of competitive balance is put
forward to justify the decisions of professional leagues to change the
competition rules (salary cap, rookie draft, luxury tax, TV rights shar-
ing). However, as shown by certain academic work the hypothesis
that competitive balance increases the utility of fans, i.e., their ex-
penses, and therefore the revenues of professional clubs, is far from
obvious [Arrondel and Duhautois, 2019]. The uncertainty of the out-
come does not seem to be the only factor explaining the demand
for sporting spectacles since a portion of the fans declare them-
selves ready to follow the matches even in the case where there is
no suspense. Many other factors influence the ‘consumption’ of
sport: attachment to the club, the performance and prestige of the
team, the quality of the matches, the comfort of the sports venue,
the ticket prices and the presence of stars. The concept of compet-
itive balance, which is at the heart of the economics of sport, with a
mainstream vision, must be the subject of new research likely to
question its relevance, its content and its interest.
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Regulation: How to reconcile balanced sporting
competition with fair economic competition?

Definition

The field of ‘economic science' is not homogeneous and is
based on four major paradigms that are radically opposed to each
other: the followers of Adam Smith (foundations of liberalism); the
followers of Karl Marx (class struggle is the driving force of history);
the followers of John Maynard Keynes (the State must intervene to
re-launch the economy); and the followers of Joseph Schumpeter
(institutions and power struggles are at the heart of the functioning
of modern economies). Beyond these doctrinal oppositions, it is pos-
sible to identify two main schools: on one side, mainstream econom-
ics, which claims the scientific nature of economics (microeconomic
analysis, methodological individualism, market equilibrium, eco-
nomic rationality, mathematical economics and pure economics);
on the other side, heterodox economics, which goes back to the
sources of political economy (macro-economical analysis, holism,
institutional analysis, applied economics). The economics of sport
has not escaped this division. In the orthodox approach, microeco-
nomic studies are devoted to the analysis of the main sports markets:
the labour market, the market for broadcasting rights, the market for
sports broadcasts, and the market for live sports events. In the het-
erodox approach, macro-economic and institutionalist works ana-
lyse the economic impact of sport, sporting externalities, sport glob-
alisation, labour market segmentation, regulation policies and the
organisation of professional sport.

The choice between these two paradigms depends on one's
confidence in the market's ability to regulate the economy. From a
purely liberal point of view, it would be enough to let the market
function freely, as it would be the best regulator of the economy,
provided it is not itself regulated. The theory of regulation began with
a critique of the claim that markets are self-regulating and automat-
ically lead to the economic optimum. It is the questioning of a model
of perfect rationality with individuals interacting in a market in pursuit
of their own inferests. Instead, the theory of regulation proposes to
take intfo account the structures within which economic agents
evolve and which influence their behaviour. The equilibrium of ex-
changes between rational agents in a competitive market would
be ideological. Indeed, economic relations evolving in unequal and
imperfect social structures are the result of permanent power rela-
tions that give birth to unstable and temporary compromises. The
challenge of regulation theory is to know how to find a balance in
fundamentally conflicting societies: how to regulate violence and
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integrate individuals and social classes whose interests are radically
opposed, info a single whole2 How can this cohabitation be main-
tained over time while resisting exogenous shocks resulting from
technical, demographic and ecological upheavals?

Great crisis

According to the Annales school (Ecole des Annales) - the great
inspiration of regulation theorists - the economic system can be bro-
ken down info three interdependent sub-systems defined by their
periodicity and rate of evolution. A first subsystem includes phenom-
ena that evolve continuously and according to an intelligible long-
term trend, such as population, technology, and the size and locao-
tion of production facilities. A second sub-system groups together
the economic agents who create the economy in the short term
and are distinguished essentially by their position and power: some
own the means of production and make decisions, while others
have only their physical being or ‘arms’ to survive by and carry out
their work. The search for the maximum rate of profit is the driving
force behind this sub-system, which is constantly being restructured
as a result of competition between producers, capitals and territo-
ries.

These first two subsystems interact with each other and the com-
petition of capital explains the long-term evolution of technology
and the concentration of companies and theirlocation. Conversely,
to explain the return of these heavy trends to the economic system
in the short term, we need to introduce a third sub-system made up
of the institutions that regulate the economy: money, finance, com-
petition, justice, police, etc. These institutions regulate the violence
surrounding the sharing of added value in the short ferm, taking into
account the very long-term economic structures.

Contradictions may arise: for reasons of inertia, the institutional
system may be out of step with long-term trends. The regulation of
the economic system in the short ferm is no longer possible and we
enter a period of the "Great Crisis". This crisis lasts as long as it takes
for the institutions fo conform fo the long-term context. The regulo-
tion of the economic system in the short term is again effective, until
the next crisis. We are in such a situation at the moment with a reg-
ulation of our economies conceived within the framework of the Na-
tion-States whereas the problems are global by nature. We will re-
main in crisis as long as there is no supranational regulation, the eco-
logical crisis with global warming and the collapse of biodiversity is
a good example. Such an approach can be applied to the under-
standing of the evolution of professional sport. We can identfify
stages in the development of capitalism and interpret the place of
sport in this capitalist mode of production. In order to do this, four
instifutional forms can be considered: the wage relationship, the
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modalities of competition, the nature of state intervention, and how
national economies are integrated into the world economy.

Sports regulation

e Wage relationship

It is the set of legal and institutional conditions that govern the use
of salaried labour as well as the reproduction of workers' living con-
ditions. Many changes in this wage relationship have occurred since
the end of the 19th-century which explain the evolution of profes-
sional sport: increase in the demand for sports enterfainment due to
the increase in leisure time and household purchasing power; crea-
tion of players' unions; recognition of players' rights; regulation of
players' mobility (fransfers, nationalities, age, efc.); evolution of the
wage bill; protection of athletes' health, etfc.

e Shape of competition

The whole debate is around market structures between compe-
fition and monopoly. This debate was launched in the United States
with anti-trust laws and their application or not to the monopolies of
sporting leagues. The question has been revived in Europe and con-
cerns the European Commission's competition policy as applied to
sport in the following areas: broadcasting rights, felevision broad-
casts, player transfers, sports betting, etc. The aim is to ensure that
the Treaty is applied while taking info account the specific charac-
teristics of sport.

e State intervention

As a rule, professional sport is not affected by such intervention.
Nevertheless, there are still some elements that raise confroversies,
such as the public financing of large stadiums or halls, and the par-
ficipation of the State in the financing of the hosting of mega-sports
events such as the Olympic Games, for example. Indeed, it is difficult
to justify the State's intervention in a private sporting event.

e International insertion

Professional sport has been impacted by the shift from highly regu-
latory nation-states to financial globalisation dominated by multina-
fional firms. It is in such a context that the need fo invent new instru-
ments for regulating the labour market at a supranational level
(player quotas, European tax harmonisation, transfer regulations,
status of agents, etc.) is being discussed today. There is also the
qguestion of European financial regulation (financial fair play, club
licences).

The interaction between these four institutional structures allows
us tfo understand the emergence of provisional compromises to

80



manage the conlflicts arising from the oppositions between the dif-
ferent actors of the sporting world: players, club owners, sponsors,
media, etc.

In short, the regulation of professional sports markets aims to find
a compromise between two requirements that may be in contra-
diction with each other: a balanced sporting competition that guar-
antfees the uncertainty of the result, and fair economic competition
where everyone receives a fair return for their contribution to the
overall product. This consensus is achieved through collective bar-
gaining. Indeed, it is recognised today that if the market is left to
operate freely, it will be difficult to achieve a competitive balance.
This is why instruments for regulating the labour and sports entertain-
ment markets are proposed: limiting the mobility of players, capping
the wage bill, pooling revenues, controlling sports agents and train-
ing players.
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Rookie Draft: allocating new talent, balancing
competition and maximising profits?

Definition and modailities

In North America, the rookie draft is a dirigiste allocation of the
best talent from the minor, college or foreign leagues. Some profes-
sional leagues thus protect themselves from a freely functioning la-
bour market by granting clubs exclusive rights to players entering the
league [Leeds, von Allmen, & Matheson, 2018].

The rookie draft has two basic principles: the elimination of all
competition between clubs in the same league to take a player
from a pool of young players; and the selection of players ranked
according to their talent by the clubs in reverse order of their rank in
the previous season and/or through a random draw. The rookie draft
eliminates the athletes’ freedom to choose their clubs and con-
strains the employers’ freedom in the selection of their employees.

This regulatory instrument has been implemented in five North
American leagues: in American football (National Football League,
NFL) since 1936 [Keefer, 2021; Blemmings, 2019]; basketball (National
Basketball Association, NBA) since 1949 [Evans, Pitts and Clark, 2021];
ice hockey (National Hockey League, NHL) since 1963; baseball
(Major League Baseball, MLB) since 1965 [Pifer, McLeod, Travis and
Castleberry, 2020]; and football (Major League Soccer, MLS) since
2000. The complex rules of the rookie draft fall under the Collective
Bargaining Agreement, which is regularly negotiated between the
league, the franchise owners and the players' union. Schematically,
in some leagues, the team ranked last in the previous season can
draft the best new talent ranked first on the league's roster in the off-
season, and so on in reverse order of ranking (NFL, MLB).

In other leagues, the rookie draft may involve a degree of risk for
low-ranked franchises that do not qualify for the playoffs. A lottery
aims to prevent clubs from acting as free riders by voluntarily losing
at the end of the championship (without risk of relegation in a closed
league), to ensure the best picks for the following season (NBA, NHL).
The MLS has a special regulation that aims to keep good players in
the league and protect the clubs from the competition of European
clubs for recruitment.

The number of players and the number of rounds of the rookie
draft varies depending on the league: 60 players in the NBA with two
rounds of the rookie draft, 215 players in the NFL with seven rounds,
256 players in the NHL with seven rounds, 1,215 players in the MLB
with 40 rounds. Any refusal from a player prohibits him from any ac-
tivity within the league for at least one year. However, considered
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foo rigid, this system has been relaxed with the possibility of negoti-
ation between the clubs who can now trade theirrookie draft round
for another one or, with a player under contract with another team.

Objectives

The rookie draft lever is at the heart of the concerns of North
American leagues - whose objective is to maximise profits. To
achieve this, the preservation or restoration of competitive balance
is the prerequisite for maintaining the quality and attractiveness of
the sporting competition. Indeed, the absence of an open pyramid
system of promotion-relegation, which is the basis of the organisa-
fion of sport in Europe, obliges North American leagues to renew the
sporting talent within each team and to balance the forces present
to maintain the uncertainty of the result and the interest of the pub-
lic.

This allocation of talent is supposed to regulate competition be-
tween the franchises by eliminating all freedom of negotiation, per-
manently rebalance the competition in sporting terms by avoiding
a concentration of the best players in a few teams, limit inflation in
player salaries and guarantee minimum salaries for beginners.

Without the rookie draft, franchise owners of smaller clubs would
not have access to new players from the league for purely financial
reasons. However, it appears that the competitive balance did not
change significantly after the introduction of the rookie draft in the
NFL and MLB [Fort, 2003, 2011]. However, the rookie draft gives the
league and the franchises a monopsonistic power for the recruit-
ment of rookies that allows a transfer to the owners of the value cre-
ated by these new players. The former monopolise the monopsony
rent without having fto share it with the players who are penalised by
this supervised mobility - their salaries being lower with the rookie
draft than if they had evolved in a market with free recruitment.

The rookie draft tested by behavioural economics

The psychology of decision-making in the high-stakes context of
NFL rookie selection helps identify several behavioural biases [Thaler,
2018; Massey and Thaler, 2013]. Indeed, the right frequently used by
teams to trade either their priority picks for other differently ranked
picks, or for picks in future years, allows for an analysis of the time
preferences of franchise executives.

Irrational behaviour tends to overvalue the right to pick early in
the rookie draft, with early picks costing foo much. Overconfidence
results in recruiters overestimating their ability to rank talent between
two players, their ability being less than they think. Furthermore, this
overconfidence in their judgment leads recruiters o make predic-
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fions about the possible future quality of players that are too ex-
freme. These players will be good, just not as good as the recruiters
think.

From then on, when it comes to selecting coveted players ranked
at the top of the rookie draft, the ‘winner's curse’ can operate. Ac-
cording to auction theory, when several people are competing for
the same item, the winner is often the one who overvalues the item
being sold. This is also true for the NFL, especially since recruiters tend
fo be certain that their competitors share their preferences. Hence
the overpricing mechanism that makes the winner's curse inescap-
able with a price paid that is foo high concerning the player's real
value. Another behavioural anomaly is the present bias, where own-
ers all want to win immediately, while there are inevitable uncertain-
ties about the future quality of new players.

The market for rookie draft picks does not satisfy the efficient mar-
ket hypothesis. If the market were efficient, the relative value of
rookie draft picks, as established by the NFL's ‘Charter’, would be a
predictor of the value added to the team by those picks. For exam-
ple, the first pick would have the highest value, the second pick the
second highest, and so on. But this is far from the case, with each of
the second-round picks bringing more value to the feam than the
coveted first-round picks. Moreover, when a feam has paid a lot of
money for a well-placed rookie draft pick, the pressure is so great
that it feels compelled to draft that player even if he is not good.
The market forces do not drive the price of the rookie draft towards
the real added value of these picks to the team.

On the other hand, trading a pick in the upcoming season's
rookie draft for a pick in the following season's rookie draft shows
that teams should prefer to forego a pick one year to be better po-
sitioned the following season. Rational behaviour would have teams
loan out a second pick to get the first pick the following season, then
frade that first pick for multiple better picks in the second round two
years later. However, owners do not seek to opfimise their strategies
during the rookie draft. Instead, they go for what they think are the
best picks for the season in terms of short-term athletic and financial
success. However, the probability that a player selected is better
than the one who will be selected right after is, over the entire NFL
rookie draft, only 52%, which is not much better than a banal coin
toss [Thaler, 2018].
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Salary cap: sporting or financial regulation?

Definition and modailities

The salary cap is a limit on the payroll of teams in a professional
league, implemented mainly in North America. It was infroduced in
1983 for the NBA, 1994 for the NFL, 1996 for the MSL and 2005 for the
NHL. Other professional sports organisations also apply it in Australia
(basketball, football, rugby union), England and France (rugby un-
ion) and Eurasia - Russia, Finland, China, Latvia, Belarus, Kazakhstan
(ice hockey).

The salary cap is one of the features of the labour relations that is
collectively negotiated between the club owners and the players'
representatives. It is the amount of the league's revenue from the
sporting spectacle that is distributed to the players, which is on av-
erage between 50 and 65% depending on the league and the era.
By dividing this overall amount by the number of teams, we obtain
a maximum and identical wage bill for each club.

If there is a disagreement over revenue sharing, a players' strike
can be called and lead to a suspension of matches for a significant
fime (a few days, a few months, even a season or more). In this case,
the owners ‘lock out’ their teams and temporarily lay off the players.
Over half a century, there have been more than twenty lockouts in
the four North American leagues concerned.

There are usually two types of salary caps. ‘Hard’ caps which
lead, in case of non-compliance, to heavy fines (a "luxury tax"), con-
tract cancellations, or even exclusion from the rookie draft or the
league and are applied in the NFL, NHL and MLS. ‘Soft’ caps allow
for overages and numerous excepftions, in some cases with the pay-
ment of a tax (NBA). Thus, more than two-thirds of NBA teams fre-
quently do not respect the authorised payroll. In addition to these
salary ceilings, some leagues have salary floors that can represent
between 75% (NHL) and 90% of the maximum wage bill (NFL, NBA).

The various ways club owners in the NFL have circumvented the
cap (rearranging contracts over time or deferring payments to stay
under the cap) have softened the contract, with several franchises
regularly exceeding the cap. Two selected examples from the NBA
and MLS illustrate the weakening of the salary cap's regulatory
power through these waivers.

The Larry Bird Exception (named after the Boston Celtics super-
star) has allowed basketball clubs to sign players outside the salary
cap since 1983, within a defined time limit but without financial con-
straints, as long as they have been playing for several years in their
ranks and are therefore free agenfts. This is how the salary of another
NBA superstar, Michael Jordan, who alone exceeded the Chicago
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Bulls' salary cap by 30%, was excluded from the salary cap at the
end of the 1990s, as was more than 15% of the league's workforce.

The Beckham Rule, introduced in 2007 when Los Angeles Galaxy
signed David Beckham, authorises the exemption of three players'
salaries from inclusion in the cap. The purpose of the rule is to give
franchisees the means to attract foreign superstars and thus accel-
erate the sporting and commercial development of MLS through
their fame and talent.

Obijectives

Originally, the first salary cap designed by the NBA in 1983 was
intended torestore the league's profitability, as two-thirds of the fran-
chises were loss-making and the occupancy rate of the venues did
not exceed 58% in the early 1980s. To balance the league and main-
tain the uncertainty of the outcome to maximise profit, competition
in the labour market cannot efficiently regulate the sporting com-
petition. Indeed, if teams are free to recruit the best players, the
overbidding between them will result in the wealthiest feams mo-
nopolising the best talent. This will widen the competitiveness gap
between clubs and deepen the pay gap between athletes. There
will also be an increase in salaries, with the risk of bankruptcy in a
business with low productivity gains due to the fixed number of play-
ers on the pitch.

Alternatively, limiting the dispersion of the wage bill can contrib-
ute to a fairly even distribution of talent. When teams are subject to
both wage bill ceilings and wage bill floors at similar levels, they sen-
sibly have the same expenses and, consequently, the same sporting
potential. The purpose of the minimum wage bill is to force small
clubs to strengthen each season when they might be tempted to
act as free riders in the league by not recruiting or only recruiting
mediocre players.

The economic and sporting consequences

The influence of the salary cap on competitive balance varies
according fo its rules and the way it is applied or circumvented. It is
frue that the possible penalty for not respecting the salary cap is of-
ten financial, which does not constitute an effective deterrent for
rich clubs who prefer to pay a fine and exceed the cap.

Nevertheless, the greater the gap between payrolls (one to three
on average in the NBA and one to two in the NFL), the greater the
concentration of titles. The share of final victories of the five most
successful clubs in the history of the championships ranges from 73%
for the NBA (high predictability of the sporting result) to 46% for the
NFL (high uncertainty of the sportfing result).

This indicator partly reflects the degree of regulation in the
league: flexible salary cap (NBA) - strong talent equalisation (NFL).
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In American football, foo, a larger number of clubs can win than in
basketball, including those in small towns with relatively low turno-
vers. Where there is no payroll control, the inequalities are even
greater: from one to five in MLB. Competitive balance is more af-
fected in the baseball league, with five clubs dominating, account-
ing for 70% of the ftitles.

The signing of a superstar with a very high budget places explicit
opportunity costs on the franchise. With the NFL's hard cap, it is
forced to give up many of the picks it could have financed with the
same budget since it can only spend the same amount as others.
Because of this financial constraint, the only way to build a compet-
itive team is to constantly make choices that pay more than they
cost.

From the point of view of the overall evolution of players' salaries,
and over a ten-year period (1990-1999), the NFL's hard cap was
more effective (+164%) than the NBA's soft cap (+389%). And over
the same period, the other two major leagues that did not have this
cap experienced strong salary increases: +237% in MLB and +380%
in NHL.

The distribution of individual salaries is very heterogeneous, re-
flecting the relative effectiveness of requlatory mechanisms, or even
their absence. Ten per cent of NBA players receive 40% of all distrib-
uted salaries. Despite the collective salary cap and the infroduction
of individual salary caps in some leagues, a great deal of inequality
of remunerations remain: from 1 to 50 for example in the NBA. This
dispersion is smaller in the NFL. The MLB has the greatest inequalities
in its free operation.

The results of academic research into the impact of the salary
cap on all clubs in a league are contradictory [Leeds, von Allmen
and Matheson, 2018; Fort, 2011; Sandy, Sloane and Rosentraub,
2004]. Some consider the salary cap to be the most effective regu-
latory instrument for allocating talent and balancing competition,
while others do not identify a significant impact in this respect.

Yet, there is some consensus amongst sports economists that the
salary cap limits salary inflation and preserves the financial health of
franchises. In truth, the real purpose of the salary cap, by restricting
the overbidding that always benefits players, is to organise a transfer
of income from players to franchise owners, thereby maximising
profits.

Towards a salary cap in Europe?

In European rugby, England (since 1999) and France (since 2010)
implement a salary cap with different limits and a rule that offers a
competitive advantage to the English during European cups since
they can remove two players per season from the calculation of
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their wage bill (Marquee Player System). The result being that English
clubs can bid over their salary confinements to sign top players that
French teams can neither attract nor keep in their squad.

However, the transposition and generalisation of such a regulo-
tory tool seem problematic for several reasons. At the level of the
national championships, the inequalities in club turnover and there-
fore in the wage bill raise the question of the cap level. If the aver-
age championship wage bill were taken as the authorised thresh-
old, this would mean, for example, that PSG would have exceeded
the salary cap in 2020, just with the two salaries of Neymar and Kylian
Mbappé alone, even though the French club has around 30 first-
tfeam players. With a cap in place, the Parisian club would not be
able to have as much talent. This would help balance the French
Ligue 1 but would reduce the club's competitiveness in European
competitions.

UEFA is currently considering the feasibility of a cap to redress the
imbalance in European football. Given their extreme diversity in
terms of turnover, legal status, tax and social security systems - all of
which distort competition - it would prove more difficult to establish
and enforce a common cap on clubs participating in European
cups, than for national leagues.

How can the same cap be imposed on German, English, Spanish,
French or Italian clubs as on Belarusian, Estonian, Georgian, Polish or
Ukrainian clubs? Financial fair play is indeed the first form of regula-
tion that exists, but it only limits clubs' expenditure to the amount of
theirincome, which can be very different. Another legal difficulty lies
in the territory covered by UEFA (55 countries), which does not coin-
cide with that of the European Union (27 countries). Furthermore,
UEFA does not have the authority to impose a salary cap on the
hundreds of clubs that do not parficipate in the competitions it
owns. (Champions League, Europa League).

The salary cap would not be sufficient to effectively regulate Eu-
ropean competitions. It would also be necessary to review the shar-
ing of commercial revenues from European cups in a more egalitar-
ian way, such as modify the conditions of access to these competi-
tions, reform the transfer system, the setting of individual salaries, etc.
In addition, such a system would require prior negoftiation and
agreement between the national leagues, clubs and players' unions
to be applied.

However, the European Club Association (ECA), which brings to-
gether the heads of the continent's top teams (Real Madrid, Barce-
lona, Bayern Munich, Juventus), is hostile fo any changes that would
jeopardise its financial and sporting advantages, which guarantee
its lasting dominance. This is all the more frue given that this powerful
lobby regularly threatens to leave UEFA and create a closed Super
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League based on the North American model, with the interested
assistance of television channels and sponsors.
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CHAPTER |V — THE PROFESSIONAL SPORTS LABOUR
MARKET

Multiple divisions threaten professional sport today and it ap-
pears that these difficulties are all found within the labour market.
Indeed, the labour market is by far the most important market as the
sporting spectacle is above all a live show. It is therefore essential to
understand the functioning of this market, which presents strong
specificities linked to the characteristics of the different actors in-
volved: players, agents, owners, unions, sporting and non-sporting
institutions.
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Sports agents: what market power?
Definition, origin and remuneration

The sports agent is an infermediary whose mission is made neces-
sary by the fact that the sports labour market does not directly link
supply and demand. This intermediary is mandated by a party con-
cerned by the signing of the agreement, acts on its behalf and re-
ceives a commission indexed on the price of the fransaction [Bro-
card, Rossi and Semens, 2019]. Athletes delegate to agents the ne-
gotiation of their fransfers and salaries, expect legal, tax and finan-
cial advice to optimise their investments and assets and entrust
them with the sale of theirimage to brands and the managemnt of
their social network activities. Clubs delegate some of their talent
scouting and aim to minimise the cost of transactions and, seek to
reduce the risk of recruitment errors because they have incomplete
knowledge of the players' qualities.

Although the role of ‘infermediary’ has always existed, often in a
hidden way, the activity of sports agents has developed in North
America since the 1960s and in Europe since the 1980s [Poli, 2010].
The commercialisation of sport and the generalisation of fixed-term
confracts during the 1990s led to very strong growth in the number
and value of transfers. Then, from 1995 onwards, the date of the
Bosman ruling by the European Court of Justice (ECJ), the removal
of obstacles to the mobility of players, in accordance with the prin-
ciple of the free movement of workers, further accelerated the
pace of transfers. The evolution of the average annual number of
international football transfers bears witness to this: a tripling be-
tween 2000 and 2010 (from 3,500 transactions to 10,000), then a dou-
bling between 2010 and 2020 (from 10,000 to 20,000). So why should
we be surprised that the number of agents in world football is well
over 5,000¢

Agents' remunerations are based on a percentage of the
amount of the contracts they have signed on behalf of the athlete
(on average from 10 to 12%). The lower the transfer, the higher the
percentage of commission and vice versa. However, there is no
standard commission. The 2016 transfer of Paul Pogba from Juventus
to Manchester United is said to have earned his agent €27 million on
a deal worth around €100 million, i.e., over 25%. Indeed, some
agents have earnings comparable to the superstars whose careers
they manage: Jorge Mendes' (GestiFute agency) annual earnings
regularly reach €100 million, with Cristiano Ronaldo and José Mour-
inho amongst those under contract.
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Strategic transfers requiring complex information: the lessons

The decisions of sports stakeholders regarding transfers are based
on an assessment of the club’s willingness to pay and the player’s
willingness to sign a contract. However, no standards are determin-
ing the amount of the transfer fee and the level of the salary, as ne-
gotiations are carried out by mutual agreement, except in the North
American professional sports leagues with the Collective Bargaining
Agreement.

By way of illustration, how can we justify the 222 million euros
spent in 2017 by PSG to obtain the early termination of Neymar's
contract with Barcelona and his five-year commitment to PSG? In
addition fto the transfer fee, on what economic model can the Bro-
zilian footballer's annual salary of 37 million euros net be made prof-
itable? In other words, what improvement in sporting and commer-
cial performance can the club expect from the superstar's recruit-
ment?

It is in this context that the information held by these actors on the
positions of partners and competitors seems essential and that the
imperfection of information creates a role for sports agents. For ath-
letes, the choice of career path has a direct impact on their future
career goals and their record of achievements. This is particularly
frue given that their career is short (6-8 years on average depending
on the discipline) and uncertain (injuries, poor integration, disagree-
ments with the coach, etc.). For the clubs, transfers have sporting
stakes (competitiveness, results), accounting stakes (increase in as-
sets on the club's balance sheet) and financial stakes (additional
operating income).

Players find it difficult to determine their salary expectations be-
cause they do not know the salaries of other players and often do
not know how to properly evaluate their own talent. In addition, they
are unable to identify the clubs interested in their services, fo know
and analyse the financial health of these clubs or the quality of their
management. At the same fime, clubs face obstacles in identifying
players who can fill their talent gap. Other important characteristics
are also unknown to them: the player's condition, his ability fo adapt,
and his professionalism. As a result, sports agents, with their
knowledge of the market and their multiple networks of relationships
with players and clubs, are expected to disclose this private, hidden
information to facilitate tfransactions.

The theoretical justification of sports agents: the analysis

Theoretically, the market is supposed to determine an equilibrium
price when information is perfect, i.e., when the information con-
cerning each party is available and known to all. In reality, the im-
perfections of the sports labour market necessitate infermediation
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fo reduce the information asymmeitry between athletes and club
owners or managers [Brocard, Rossi and Semens, 2019]. Information
asymmetry refers to a situation where one individual has more infor-
mation than another about a good or service. The less informed
party is disadvantaged and may refuse to enter intfo a confract be-
cause they distrust the other party who could use their private infor-
mation for their own benefit. Mutually beneficial fransactions may
not be concluded because of the information asymmetry, which is
a source of inefficiency.

The principal-agent models of confract theory incorporate this
asymmetric information context by describing bilateral relationships
that take the form of contracts between parties: one party provides
services (the principal) for the other party (the agent) in return for
payment. Agency theory is established on the principal-agent
model. It is based on two fundamental assumptions: limited ration-
ality and opportunism. Limited rationality assumes that individuals
are not able to have complete information in all situations and cir-
cumstances. Opportunism identifies the possibility for actors to serve
their self-interests, as the principal cannot fully control the agent's
behaviour, abilities and loyalty.

One of the aims of contract theory is fo find incentive systems,
which ensure that the agent acts in the direction desired by the prin-
cipal. Both parties have an interest in collaborating, but they seek to
appropriate the result of this collaboration. The purpose of the
model is to identify contractual clauses that maximise the ‘surplus’,
i.e., the raison d'étre of the contractual relationship. The adoption of
a non-cooperative point of view, where only situations resulting from
individuals freed from any social attachment and driven exclusively
by self-interest are admitted, places this theory in the neo-classical
movement [Guerrien and Gun, 2012].

A principal-agent relationship exists when a professional athlete
(the principal) calls upon a sports agent (the agent) to take on a job
that he or she is unwilling or unable to perform. The sports agent pro-
vides this service to the athlete by knowing the situation better than
they do and by possessing ‘private information’. Both parties are
aware of this information asymmetry. If the objectives of the athlete
and the agent (profits, utility) diverge, two types of behaviour ap-
pear: anti-selection and moral risk. Anti-selection occurs when the
agent misleads the athlete by overestimating his or her level of skill
or training. The athlete may engage with an agent who is not able
to provide the expected services. The athlete receives incomplete
information about the salaries paid to players of comparable talent
and experience. Furthermore, the agent has more knowledge of the
negotiation process and market conditions than the athlete does.
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Moral risk arises when the agents do not act fully in the interest of
the athlete, either because the latter is less well informed than they
are and cannot verify the entirety of their services; or because the
contract is incomplete by not taking info account certain eventual-
ities. For example, an agent may quickly reach an agreement with
a club when a less profitable solution for the agent would have been
favourable to the athlete, who is harmed by this opportunistic be-
haviour.

Agency theory proposes two types of solutions to reduce these
failures as much as possible. The implementation of monitoring
mechanisms can help to provide information on the knowledge,
skills, behaviour, efforts and performance of agents to reduce the
information asymmetry. Performance-based contracts can be an
effective deterrent by using a system that makes the agent's remu-
neration dependent on the results obtained by the agent, whose
commission increases in line with the athlete's performance.

The abuses

The imperfections of information are all reasons for the existence,
legitimate from a theoretical point of view, and debatable from a
factual point of view, of the function of sports agents in the fransfer
market. The question is whether the growing weight of sports agents
in fransfers does not give them excessive market power. The more
opaqgue the market, the more favourable the agent’s position
[Gouguet and Primault, 2004].

The reduction of information asymmetry by sports agents may not
be satisfactory for clubs and players alike: unjustified additional costs
for transfer fees paid by clubs; considerable amounts of money in
commissions paid to agents ( 800 million euros annually for European
football, 1.6 billion euros for all team sport worldwide); alteration of
the fairness and competitive balance of competitions by excessive
rotation of players and concentration of the best talents in a few
clubs; endangering the financial management of clubs; exacerbat-
ing conflict situations within clubs to destabilise players under con-
fract in order to provoke transfers, and thus secure a new commis-
sion, without necessarily prioritising the interests of the player; con-
flicts of interest with the double mandate of player/club or the man-
date of players engaged in clubs that the agents own; canvassing
of competing clubs to raise the stakes; trafficking in young players;
kickbacks; nominees; tax fraud; false invoices; illegal work; false
passports; money laundering; capital evasion into tax havens;
match-fixing and a lack of fransparency on the real beneficiaries of
commissions.
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Essential market regulation

Sports agents, who are supposed to improve the functioning of
the market, are thus the source of perverse effects. The International
context tends to deregulate the status of sports agents, with the
Fédération Internationale de Football Association (FIFA) having de-
cided fo open up the agent market on the Tst of April 2015, by re-
moving barriers to entry, in particular, the requirement to obtain a
FIFA licence. The aim is to encourage hidden agents o declare
themselves and thus make the financial flows between clubs,
agents and players more transparent. The international body has left
each national federation or country free to decide whether or not
to regulate the profession.

An initial assessment drawn up in November 2017 by the main
stakeholders in European football (European Football Association,
UEFA, players' union, leagues and clubs) stigmatises the negative ef-
fects of this deregulation: a sharp increase in the number of inferme-
diaries in all countries; amplification of player mobility; unbridled
search for ever younger players; lack of improvement in the frans-
parency of financial transactions; decline in the average quality of
services provided to clubs and players; lack of a slowdown in the
inflation of compensation paid to agents and a disproportionate
growth of commissions compared to services rendered.

Because of the extent of such failures, FIFA has decided to regu-
late the activity of agents once again, starting with the 2020/2021
season, with the re-establishment of a licence issued by each nao-
tional federation; a limit on their commissions (10% of the transfer fee
for the agent of the selling club, 6% of the player's remuneration, 3%
of the remuneration for the agent of the buying club); a compulsory
fransit of agent's commissions by a clearinghouse managed by FIFA;
a limit on international loans of players by a club to foreign clubs to
eight in 2020/21021, seven in 2021/2022, and six in 2022/2023.

This crifical assessment shows how far the actual practices of
sports agents are from the theoretical justification for their role,
namely the reduction of information asymmetries, which are the
source of market imperfections! More radical reforms of the talent
market will have to be envisaged to properly remedy these abuses:
limiting the number of transfers, limiting the number of players under
contract, regulating the system of player loans, supervising agents'
commissions and even abolishing transfers themselves.
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Bosman ruling: market deregulation and competition
destabilisation?

Content and legal scope

The Bosman ruling was delivered by the ECJ on the 15th of De-
cember 1995, after five years of litigation with national and Euro-
pean football governing bodies and the Belgian courts. Jean-Marc
Bosman, a Belgian player, opposed his club RFC Liege, when it re-
fused to transfer him to the French club USL Dunkerque, in 1990.
Bosman contested the possibility for the Belgian club to demand a
fransfer fee when his contract had expired, as well as the existence
of quotas limiting the number of foreign players at a club, who are
EU nationals, to three.

Before the ECJ's ruling in 1995, it was customary for clubs to re-
quire the payment of a transfer fee when a player left for a new
club, even though the player was no longer bound by an employ-
ment contract. Any fransfer was therefore subject to the agreement
of the home club. In addition, the national associations and UEFA
imposed quotas on the number of foreign players per team. As a
result, clubs relied mainly on training academies and, exceptionally,
on certain players with a strong international reputation.

These rules, which were very favourable to the clubs, tended to
stabilise both the staff and the coaches' game plans, guarantee a
certain return on investment in the fraining of young people, and
keep the remuneration of footballers at relatively moderate levels.
The ECJ's challenge to these principles will reverse the balance of
power between clubs and players by giving the latter unprece-
dented bargaining power.

The ECJ ruling includes two decisions:

1. players at the end of their contract are free to sign for the
club of their choice without their home club being able to
claim a transfer fee in accordance with Article 39 of the
Treaty of Rome prohibiting any restriction on the free move-
ment of workers.

2. the regulations infroducing nationality quotas in football are
confrary to Article 48 of the Treaty of Rome on the free move-
ment of nationals of a Member State wishing fo take up paid
employment in another Member State. As a result, the Euro-
pean Union has demanded that football's governing bodies
amend the transfer regulations to remove these two obsta-
cles to the community principle of free movement.

Moreover, the Bosman case law was subsequently extended to
all sports with the abolition of player quotas based on nationality for
non-EU nationals ("Malaja" ruling, 30 December 2002 by the French
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Conseil d'Etat) and to those from countries that have concluded a
non-discrimination agreement with the European Union: Russia,
countries in the African and Caribbean-Pacific zones as well as the
four Mercosur countries - Argentina, Brazil, Paraguay, Uruguay - (ECJ
judgments "Kolpak”, 8 May 2003 and "Simutenkov", 12 April 2005). In
fact, all professional athletes - not only footballers - can move with-
out hindrance in more than one hundred and thirty countries in the
world (apart from North America, South America and Asia). The as-
similation of professional sport info an economic activity subject to
liberal EU rules has had a considerable impact on European sport,
especially football.

Economic consequences

The Bosman ruling significantly weakened the quota system pre-
viously in force, while the development of football, with the arrival of
pay-tv channels following the deregulation of the audiovisual mar-
kets, enabled most clubs to increase theirrevenue and expand their
recruitment areas. These legal and economic factors have led to a
surge in demand from clubs and inflation in the number of fransac-
fions. The wealthiest clubs fry to aftract the best players regardless
of their origin.

Forexample, Zinedine Zidane left Juventus for Real Madrid in 1999
for €78 million, an unheard-of amount at the time, whereas he had
been fransferred from Bordeaux to Turin in 1994 for just €3.5 million.
However, the record termination fee comes from the 2017 transfer
of Neymar from Barcelona to PSG for €222 million. Overall, tfransfer
spending rose from €403 million in 1994-55 to €1.7 billion in 1999-2000,
then to €3 billion in 2010-11 and to €8 billion in 2017-18, a 20-fold in-
crease from pre-Bosman to post-Bosman.

Moreover, the liberal functioning of the players' market has been
accompanied by a speculative practice by clubs wishing to make
substantial capital gains from the increasing number of transfers.
Most clubs are indeed counting on a resale before the end of the
contract, within a fairly short time, either to make up deficits to meet
certain accounting obligations, or more rarely to make a profit and
distribute dividends to shareholders. The frequent signing of long-
term contracts is a method of circumventing the Bosman ruling, as
the original deadline is never reached since the transfer price de-
pends on the number of years of the contract remaining.

The free movement of footballers has given rise to a sharp in-
crease in demand from clubs, which has contributed to inflation in
the remuneration demanded by players, who are more frequently
solicited for their services than in the past and take advantage of
fransfers to negotiate salary increases. Indeed, if a player wanfts to
leave his club before the end of his contract, he has the means
through pressure to obtain his agreement. By playing poorly, he
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weakens the competitive potential of his team and reduces the
value of the early termination fee that his club will receive. This bal-
ance of power is almost always concluded in favour of the athletes,
helped by their agents, who are paid in the form of commissions cal-
culated as a percentage of the transactions. Between 1997 and
2007, footballers' salaries rose by 235% in the five main leagues (Ger-
many, England, Spain, France and Italy).

For superstars, the increase in income has accelerated exponen-
fially because they alone, in a position of a virtual monopoly of the
supply of their talent, can bring info play the competition between
the big clubs that have benefited from the considerable increase in
TV rights. As aresult, the number of footballers included in the world's
50 highest earners is increasing. In 2021, it included ten players - three
of them in the top ten, with Lionel Messi (107 million euros) in second
place, Cristiano Ronaldo (99 million euros) in third place and Neymar
(78 million euros) in sixth place - who were not included at all in the
previous ranking.

The deregulation of professional sport has also resulted in an ex-
cessive concentration of economic resources in a small number of
leagues and clubs, as three indicators show: 90% of salary increases,
85% of transfer fees and 75% of profits in this area are aftributable to
the five main European leagues (2017-2018 season) [UEFA, 2020].
Yet, the financialisation of professional sport alters the singularity of
competition. The promotion of the uncertainty of the result - a fun-
damental sporting principle - likely requires strong regulation to bal-
ance the economic resources between the clubs, and thus
strengthen their competitiveness.

The alignment of professional sport with the rules of economic ac-
tivity has accelerated the transformation of the athlete into a finan-
cial asset, characterised by the potentfial to generate income
streams (gafe receipts, by-products ) for which the acquisition date
and the resale date must be optimised. Moreover, this speculative
logic amplifies the change in the shareholding of clubs, with an in-
crease in the number of takeovers by investors from outside of sport
who orient their governance towards short-term policies to the det-
riment of the construction of medium and long-term development
projects.

Sporting consequences

The globalisation of the footballers' labour market is a well-estab-
lished process. The number of player fransfers between clubs not be-
longing to the same countries increased tenfold between 1995 and
2018, reaching 16,533 transactions in 2018 [Drut, 2019]. The average
share of foreign players in the squads of the five main European
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leagues has steadily increased: from 18.6% in 1995-1996 (the last sea-
son before the Bosman ruling took effect) to 46.7% in 2015-2016 (with
consequent differences between France, 33.9%, and England,
66.4%) [CIES, 2016].

Similarly, the migration of sportsmen and women from develop-
ing to developed countries has increased, as have the requests for
the naturalisation of fop athletes. This phenomenon, activated by
sports agents, reflects a real 'muscle drain' from the South to the
North, which considerably impoverishes the potential and competi-
fiveness of the countries of origin of these flows. The average age of
the first infernational migration of footballers from the five main Eu-
ropean leagues has steadily decreased from 24.3 years in 1980 to
21.1 years in 2015 as a result of the increasing recruitment of under-
age players often from developing countries [CIES, 2016].

Post-Bosman players appear to be more productive than those
who played during the pre-Bosman era given the increased com-
petition within the workforce [see Radoman, 2017 for a study of the
impact of the Bosman ruling in the English Premier League]. The in-
creasing mobility of footballers undermines the stability of teams'
squads, as well as the building of a playing style. On average, a
player stays with the same club for two years, a period that is de-
creasing every year. Very few players reach the end of their con-
fract, as their clubs push them fo renew their confracts regularly to
secure a transfer fee. Moreover, mobility is occurring earlier and ear-
lier in players' careers. The continuing decline in the proportion of
club-developed footballers reflects this process.

Does the access of clubs to the labour market facilitated by the
Bosman case law, contribute to a greater concentration of talent in
a small number of rich clubs putting competitive balance in dan-
gere Alternatively, do labour market regulations, by hindering the
mobility of professional players, limit this concentration of the best
players and preserve competitive balance?

For some sports economists, these obstacles to the free move-
ment of players cannot have any effect on the distribution of talent
and do not balance out the competition, contrary to theirinfended
purpose. Big clubs will always attract talent. It is beneficial for small
teams to sell their talent if the financial proceeds of such sales are
greater than the loss of revenue or losses caused by those same
teams' subsequent poor sporting results. And it is also profitable for
the big clubs to buy the best talent if the gains obtained are greater
than the transfer fee to be paid. The only effect of a constraint on
the mobility of players would be to change the distribution of the
rent to the benefit of the club owners and to the defriment of the
players whose reduced bargaining power is accompanied by a
comparably low level of remuneration.
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For European clubs, which are supposed to maximise sporting
gains, it can be said that the post-Bosman deregulation of the sports
labour and sporting-spectacle markets has had an impact on com-
petitive balance by increasing the economic and sporting segmen-
tation of the leagues [Bourg, 1998]. The big clubs belonging to the
five main leagues have thus been able to capture the major part of
the commercial revenues of their championships and the Champi-
ons League due to the choice of pay-tv o broadcast the matches
of the most prestigious tfeams as a priority in order to benefit from the
best audiences. This development has gradually led to the disap-
pearance within the European elite of many development clubs
that are financially unable to retain their talent (Glasgow Celtic, FC
Porto, RSC Anderlecht, AS Saint Etienne, FC Nantes, etc.).

There is a correlation between the concenfration of financial
means and the concentration of sporting gains, which can signify
an economic determination of victories. A dozen or so clubs regu-
larly win their national competitions, take part in the final stages of
the lucrative Champions League every season and have budgeftsin
excess of 600 million euros (Real Madrid, F.C Barcelona, Liverpool,
Manchester United, Manchester City, Juventus Turin, Bayern Munich,
PSG, efc.). Now, atf the start of each season, the uncertainty of re-
sults is limited to a few questions. In Spain, who will win the fitle, Bar-
celona or Real Madrid? In Germany, Italy and France, who will finish
second to Bayern Munich, Juventus and PSG respectively? In the
Champions League, will there be an unexpected club in the quar-
terfinals to challenge the clubs that regularly compete at this stage
of the competition?

The deregulation of transfers has also had a favourable effect on
external recruitment to the detriment of in-house training. This frend
is aggravated by the plethora of foreign players recruited - commer-
cially more interesting to value before a transfer - at the expense of
local or national players. The pool of national teams is thus impover-
ished by the limited access of eligible players to starfing positions at
their clubs. On average, football feams in Europe have only two to
three homegrown players out of the starting eleven.

Lessons and perspectives

The liberalisation of the sporting market from 1995 onwards is all
the more important as professional sport is a highly skilled labour in-
dustry. The mobility of players, no longer regulated by a restrictive
system, weakens the budgetary situation of professional clubs in-
creasingly dependent on the balance of transfers (positive or neg-
ative balance of the total transfer fees received and the total trans-
fer fees paid) and on the unconftrolled evolution of the clubs' wage
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bill, which is increasing rapidly and represents two-thirds of their op-
erating costs.

The massive influx of capital from new club owners (oligarchs, bil-
lionaires, investment funds, state sovereign wealth funds, etc.), ea-
ger to win sports titles and/or make short-term profits, destabilises the
transfer market, as other clubs are forced to strengthen, and go into
debt, just fo remain competitive. The free movement of footballers
negatively affects the overall quality of European leagues by unbal-
ancing national leagues and diminishing their interest. The con-
sistency of the trends observed suggests that a real change is taking
place in European top-level football. The big question remains is how
far this process can go without jeopardising the atfractiveness of the
competitions and without undermining the credibility of the sport!
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Segmentation: why is the professional sports job
market so highly segmented?

Definition

Generally speaking, contemporary labour markets are far re-
moved from the theoretical presentation of them in economics texi-
books, with in particular the classic hypotheses on the atomicity of
supply, its homogeneity, the perfection of information, the rationality
of agents, etc. Observation of the real functioning of the labour mar-
ket differs considerably from this situation of pure and perfect com-
petition, which constitutes an ideal that does not exist in reality but
which has a normative virtue. If the conditions of pure and perfect
competition were respected, the free functioning of the market,
which consists in letting agents pursue their self-interests, would lead
fo the achievement of the general interest, i.e., the optimum of the
market.

The real labour market is far from obeying these conditions of
pure and perfect competition and is often characterised by infor-
mation asymmetry; homogeneity of the product exchanged (lo-
bour) does not exist and there is not necessarily substitutability be-
tween workers. The atomicity of labour supply or demand is rarely
effective in modern markets. These imperfections in the labour mar-
ket are particularly pronounced in the sports labour market: many
actors are in a position of market power (clubs, players, media); in-
formation asymmetry exists for major elements of the economic
model (fransfers, salaries, commissions); some categories of players
are not intferchangeable (superstars); irrationality characterises the
behaviour of many sports actors who are more driven by passion
than by reason. This is why, beyond the theories of pure and perfect
competition, it is better to turn to the theories of segmentation to
better understand the real functioning of the sports labour market.

Market segmentation means that we are a long way from a sin-
gle market with supply and demand following the traditional hy-
potheses. In reality, there are several market segments, revealing a
great deal of heterogeneity in supply. For the first theory of segmen-
tation, the labour market is divided intfo two segments:

- the primary sector concentrates the most privileged jobs:
high salaries, stability, career prospects, good social pro-
tection, efc.

- the secondary sector has some very obvious character-
istics: low wages, job insecurity, poor social security cov-
erage, few career prospects, etc. Moreover, in this
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secondary sector, employees are condemned to re-
main there with very little mobility compared to the pri-
mary sector.

The important thing to remember is that these two segments of
the labour market obey radically different strategies on the part of
firms. The primary segment would be the work of leaders who need
a reliable, high-level workforce and who are therefore prepared to
set up a kind of internal market to appropriate and retain such em-
ployees. The secondary segment would obey more the rules of the
flexibility of a pure and perfect competition on an external market.
In addition to this explanation in terms of corporate strategy, there is
also the insider/outsider model on the employee side, which anal-
yses the power that certain workers acquire through their position in
the market. These two types of analysis will be useful for understand-
ing the segmenting of the sports labour market, of which we present
two illustrations with professional players and their agents.

The labour market for professional footballers

e Primary superstar market

This market has an almost monopolistic structure. Indeed, as su-
perstars are not substitutable, and by definition are rare, the adjust-
ment between supply and demand is made through prices. This
makes it possible to understand the levels of salaries and transfers,
which only reflect a single supply in the face of multiple clubs eager
fo acquire exceptional sporting talent. The only limit fo the supply of
superstars is the financial capacity of the interested clubs. Very often
these clubs go into debt to acquire this sporfing talent and will ex-
perience financial problems if the sporfing results are not there. It is
this primary market that is largely responsible for the critical financial
sifuation of many European football clubs. The consequences of a
lack of regulation of the labour market or mechanisms for the finan-
cial control of clubs are therefore understandable. It is in this per-
spective that the infroduction of financial fair play at the European
level is indispensable if we want to avoid the risk of a financial col-
lapse of European football.

e Lower primary market

This market has an oligopolistic structure. It is made up of good
players with experience but who do not have the status of super-
stars. Nevertheless, they are essential elements of a feam's spine. In
this segment, there is a relative scarcity of supply in the face of de-
mand from many clubs, i.e., an oligopolistic structure. As in the case
of the upper primary market, the adjustment between supply and
demand is made through prices. This market is therefore subject to
the risk of financial abuses and speculative bubbles, hence the in-
crease in salaries and transfers.
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e A secondary market for standard players

This market is an oligopsony: a very large number of suppliers (the
players) facing a more limited number of demanders (the clubs). In
this market, players are substitutable, unlike superstars. The adjust-
ment between supply and demand is therefore no longer made by
the price but by quantity. In contrast to the scarcity constraint of su-
perstars, which increased prices, the adjustment by quantities re-
duces wages and increases the precariousness of these substituta-
ble and abundant players: unemployment, unqualification, and ca-
reer end. This is closer to an ordinary labour market with a confron-
tation of supply and demand rather than to the advantage of the
clubs' demand.

Intermediation market

The strong segmentation of the sports employment market (super-
stars and others) thus leads to a strong segmentation of the sports
representation market. It can be seen that the more the agent works
on the star market, the greater ‘his’ market share and the more he
will work internationally. On this basis, three types of agents can be
identified:

e First-class

The agent in this category works almost exclusively for stars. He
appears to be the essential agent for a player wishing tfo reach a
certain level of notoriety. The role of reputable agents must there-
fore be better understood and determine whether or not they are
the cause of anincrease in the dualisation of the labour market and
thus of a deterioration in competitive balance. Smaller leagues can
no longer retain their stars and the big leagues compete for them,
thus contributing to the inflation of speculative bubbles in the sala-
ries and transfers of these stars.

e Intermediate class

The players this agent represents are mostly positioned on the
secondary market, but he has contacts in the international markets.
In this lower primary segment, as in the case of the upper primary
market, the role of the agents is decisive in these fransactions.

e The lower class

This agent only represents a few players, works alone and repre-
sentation is not his main job, his legal skills are limited and his networks
are restricted to national markets. In this secondary segment, unlike
the previous segments, the action of agents is certainly less powerful
insofar as these agents who manage this type of player are not rep-
utable. It is therefore not at this level that the risks of imbalance are
played out. On the contrary, there should be regulation in favour of
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defending the rights of players who are not in a favourable situation
to negofiate.

To sum up, there is a strong segmentation of the European foot-
ball labour market and the main risks of abuses are concerning the
primary segment. Since the Bosman ruling and the liberalisation of
the labour market, there has been a profound segmentation of the
market for players, agents and the sporting spectacle in general.
Given the cenfrality of the labour market in the overall governance
of the sporting system, the regulation of such a market is at the heart
of the preoccupation of sports economists.

Further information:

Jean-Francois BOURG, « Les trés hauts revenus des superstars du sport »,
Revue d’Economie Politique, Vol. 118, n°3, 2008.

Jean-Francois BROCARD, Giambattista Rossi et Anna SEMENS, Agents spor-
tifs et marché du travail, Jurisport, Dalloz, Paris, 2019.

Jean-Jacques GouGueT (Dir.), Le sport apres I'Arrét Bosman. Une analyse
internationale, PULIM, Limoges, 2005.

Anne PERROT, les nouvelles théories du marché du travail, Repéres, La Dé-
couverte, Paris, 1992.

Related articles: sports agents, economics of crime, competitive bal-
ance, regulation, fransfers.

107



Superstars: why does the winner take all?

Economic literature describes the superstar phenomenon as a sit-
uation in which a small number of individuals enjoy significant in-
come and capture dominant market shares in their business. Theo-
retical analysis identifies the markets in which the superstar phenom-
enon appears in different ways. The empirical approach sheds light
on the sources of remuneration heterogeneity [Bourg, 2008].

The characteristics of working in the sporting spectacle

Professional sport is part of the celebrity economy and the enter-
tainment industry. Several stylised facts specify the market for sports
fame. Talent is the main vector of fame in sport because it is meas-
urable, at least in part. Indeed, sporfing talent can be objectified by
the ranking, the score, the victory, the defeat, as well as with a mul-
fitude of indicators isolating the conftribution of each player in team
sport: playing time, number of goals or points, counters or intercep-
tions, distance covered, efc.

Professional sport operates according to a worker's power model
in which almost all resources are allocated to the primary producers,
i.e., the athletes themselves, who have negotiating power over the
owners [Demaziére, 2016]. This is because the ‘value' of a team is
created essentially by the athletes, whose talent and quality of per-
formance largely determine the sporting and financial results.

Professional sport is neither exclusively, nor primarily, about creat-
ing shareholder value. Admittedly, the legal and economic differ-
ences between the two main organisational models (Europe and
North America) make it difficult to say. Nevertheless, since competi-
fion is the very essence of top-level sport, priority is given to recruiting
talent in an attempt to win. Hence the bidding war to attract the
best, who can 'name their price' because their price is the result of
competition between the clubs at the top of the sporting and finan-
cial hierarchy.

Revenue from the sporting spectacle and therefore the income
of athletes comes mainly from direct and indirect revenue from im-
material production: televised sports image rights, which are con-
verted into audiences then sold to sponsors, TV broadcasting rights,
and the marketing value of the infernational image of sportsmen
and women for brands.

It is a well-known fact that on average, and generally, talented
people earn more than less talented people. A good plumber earns
more than a mediocre plumber. However, the best plumbers in the
world do not earn the salaries of the best athletes. Gregory Mankiw
and Mark Taylor [2019] explain these differences by two specificities
of the markets in which sports champions sell their services: every
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consumer wants to enjoy the goods offered by the best producer;
the goods are produced with a technology that allows the best pro-
ducer to provide its services to every consumer at a low price.

This is how Cristiano Ronaldo - a five-time winner of the world's
best footballer award and winner of 5 Champions Leagues - can
show his exceptional qualities to his millions of fans simultaneously.
Watching two televised matches of players half as talented as
Ronaldo is not a satisfactory replacement. This has considerable
consequences for his remuneration: around 100 million euros in in-
come each year, 40% of which comes from advertising contracts
with Nike, Altice, Herbalife, Tag Heuer, KFC, Fly Emirates, American
Tourister and Samsung including his own brand, CR7. In contrast,
these superstar effects cannot work for plumbers. All things being
equal, everyone prefers to hire the best plumber, but he can only
offer his services to a limited number of customers.

The superstar model

The American economist Sherwin Rosen [1981] has shown that
the use of fame, in the context of mass production and global me-
dia coverage, has four essential characteristics: income differentials
are much higher than talent differentials; the value of fame extends
beyond the inifial field of competence; the advantages obtained
are subject to self-reinforcing phenomena; technological progress
and globalisation enlarge the size of the market for the most suc-
cessful players.

For Rosen, stardom arises in markets characterised by imperfect
substitution between suppliers and the possibility of joint consump-
fion. According to Rosen's model, there is a direct relationship be-
tween the remuneration of talent and the size of its market, which
are more important the more talented the suppliers are perceived
to be. There are, therefore, two fundamental aspects to these mod-
els of production and consumption.

An imperfect substitutability

The imperfect substitutability between providers of certain ser-
vices has consequences for the distribution of income and the mar-
ket share captured by superstars. Less talented providers are not
substitutable for very talented ones, who are rare and in a quasi-
monopoly position. The lack or insufficiency of talent cannot be
compensated for by a greater number of suppliers. On the conftrary,
in some extreme situations, the market may be characterised by a
natural monopoly of the superstar in his or her discipline: see the ex-
amples of Michael Jordan (basketball), Michael Schumacher (For-
mula 1), Zinedine Zidane (football), Tiger Woods (golf), etc. The pref-
erences of employers and consumers for superstars explain why
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small differences in talent - observable by all - lead to considerable
differences in remuneration.

Economies of scale

The economies of scale in the joint consumption of certain ser-
vices, thanks to audiovisual technology, multiply the impact of su-
perstars. The production costs of a football match broadcast world-
wide are fixed and do not depend on the number of viewers. The
television audience for the World Cup finalis close to 1 billion viewers
in more than 200 countries, while the stadium can only hold 100,000
spectators. The digitalisation of the sporting spectacle also allows
superstars to have a huge and capftive audience of followers on so-
cial networks. Cristiano Ronaldo is the most followed personality in
the world, all sectors combined, with more than 500 million followers
on Instagram, Facebook and Twitter.

The unlimited growth of the audience and fame of the most tal-
ented, as well as the existence of economies of scale, help to ex-
plain the very high earnings of superstars. From 1991 to 2021, the
peak period for the development of this new economy of televised
sport, the cumulative amount of the world's ten largest sportsmen's
incomes rose from 105 million euros, in current terms, in 1991 to 336
million in 2006, then to 867 million in 2021 (source: Forbes). In 2020-
2021, despite the Covid-19 pandemic leading fo a decrease in the
revenues of sports organisers (shortened season, banning of specta-
tors from stadiums) and a decrease in the salaries of sportsmen and
women (reductions of 10 to 20% on average), the revenues of the
ten best-paid athletes in the world have increased by 28% com-
pared to the previous year; the increase in their extra-sporting earn-
ings more than compensates their decrease in salary.

Only superstars have the capacity to capture the largest share of
the income from this technology-driven market expansion for the
most talented. The change in the scale of markets also leads to a
change in the scale of remuneration. The winner-take-all theory of
Robert Frank and Philip Cook [1991] demonstrates the existence of
a hyper-concentratfion of income and a durable hyper-concentra-
tion, with the winner taking a disproportionate share of the total in-
come, all or almost all, consistently over a long period. This double
phenomenon can be explained by the growing media value of su-
perstars resulting in demand from fans by the phenomenon of infat-
uation, to the detriment of the less talented, less televised and less
charismatic athletes. The best tennis or golf players, for example,
qualify for the final stages of their tournaments and thus showcase
their talent for much longer and more frequently.
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The superstar effect

Work based on Rosen's theoretical model has highlighted the links
between the media coverage of superstars and their ability to at-
fract the public. The concentration of consumption on a few indi-
viduals who are recognised as talented and offered recognition is
based on the consumer's preference for notoriety. Verifiable talent
acts as a signal of quality. Reputation is built up through a series of
performances, but also through the media, which issue rankings
("Sportsman of the Year", "Golden Ball", "Best centre forward of the
World Cup", etc.). This further accentuates the hierarchy of athletes’
ratings, widens the natural market of the superstar and increases his
remuneration.

Reputational capital confers on its holder a quasi-rent (the surplus
linked to the superstars’ advantageous position). This is especially
frue since the pleasure or utility of consuming the superstars' services
escapes the law of diminishing marginal utility and is cumulative. In-
stead of causing a gradual saturation, consumption creates an ad-
diction that leads to a self-reinforcing phenomenon of stardom. For
his community of followers, Cristiano Ronaldo has an image that
goes beyond football and sport. He falls under the domain of celeb-
rity with his exploits, his looks and the values associated with him:
prestige, luxury, success and hard work.

The superstar's employer (the club, the organiser, the sponsor), on
the other hand, seeks to maximise its sporting and financial gains by
increasing its market opportunities without a corresponding increase
in production costs. Advances in technology allow the market for
the superstar and his employer to expand. The difference in remu-
neration between football superstars and merely good players can
be explained by the calculation of the clubs that combine the con-
siderable marginal advantage that the superstar can represent with
what they can pay and what their competitors are equally willing to
pay.

Therefore is it better to pay the best cenire forward at the mo-
ment - scoring 50 goals a season and with a charismatic image - €60
million a year, or a good striker - capable of scoring 50% fewer goals
and not well known - €10 million2 Depending on the club's ambitions
and resources, the answer will be different. But, there are only about
ten teams in Europe who can choose the first option. The case of
Ronaldo illustrates this dilemma. With an average of over 50 goals
per season, he costs more per goal scored (€1.2m) than a second
choice who scores 25 goals (€400,000). But the clubs that have suc-
cessively bought Ronaldo (Manchester United, Real Madrid, Ju-
ventus) have compared the marginal benefit of each additional
potential goal (better chances of qualifying for and winning the
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Champions League, increased TV and commercial revenues) and
have adjusted their salary proposals accordingly.

Numerous economists have established a direct relationship be-
tween the level of demand for superstars and their power of attrac-
tion [Grimshaw and Larson, 2021; Humphreys and Johnson, 2020].
Under Michael Jordan, the Chicago Bulls not only won back-to-
back NBA ftitles but also tripled their attendance and enjoyed a
$25.5 million increase in annual revenue. In 1997 to 98 alone, Jor-
dan's total value to the Chicago Bulls was estimated at $40 million,
while his salary was less than $30 million. This superstar effect was also
reflected in Zinedine Zidane's impact on Real Madrid's revenue of
between 42 and 54.5 million euros per season from 2001 to 2006.
Given Zidane's total cost per season to the club (€36 million in trans-
fer fees, salary and bonuses), Zidane's annual return to the team was
between €6 million and €18.5 million.

All econometric tests of the superstar's impact on demand have
been positive. This is consistent with the idea that the substitutability
of products in renowned markets decreases with the talent they in-
corporate, as consumers demand their superstars who become a
signal of the ex-ante quality of an event or product. This is why spon-
sors are keen to associate their brands with the image of superstars,
who alone have visibility, audience, popularity and the power of in-
fluence. Forbes calculated that in 2015-2016, Cristiano Ronaldo gen-
erated 165 million euros of added value for his business partners
simply through his activity on social networks alone.

Lessons and perspectives

Superstar theory improves understanding of the formation of very
high earners in sport. The talent gaps were identical, a priori, in 1991
and 2021. However, in three decades, superstar incomes have in-
creased exponentially and the gaps have also widened. Multiple
sources of remuneration heterogeneity have been identified: differ-
ences in talent; how these gaps are valued af a given time; the very
imperfect substitutability between sportsmen and women; the mag-
nification effect of these talents and the increase in the size of the
markets through television and social networks; economies of scale
in the joint consumption of certain sports services and, the market
power of superstars.

One avenue of research could put info perspective the role of
institutions on the level and hierarchy of superstar earnings. Institu-
tional arrangements are justified by the need to regulate sports mar-
kets to preserve the balance of competition and the uncertainty of
outcome. In doing so, they influence the economic outcomes of
leagues and clubs. Labour markets operate according to different
rules in North America, which is highly regulated (rookie draft, salary
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cap, luxury tax, collective bargaining) and in Europe, which is de-
regulated (free movement, Bosman ruling). The same is true of the
North American and European entertainment markets: closed
leagues/open leagues; maximisation of financial gains/ maximisa-
fion of sports gains; high cartel power of the league/low cartel
power of the league; and strong mutualisation of commercial reve-
nues/low mutualisation of commercial revenues.

Thus, it would be useful to measure and compare the impact of
the imperfections of these markets on the amount and differences
in remuneration. It would also be interesting to explain the apparent
paradox of a majority representation of North American profession-
als in team sports leagues (basketball, American football, baseball,
ice hockey, soccer) in the annual ranking of the 50 highest sports
incomes in the world. This is even though the labour markets in which
these athletes sell their services are theoretically strictly regulated,
unlike the deregulated labour markets of European athletes, who
are much less well represented in this ranking. The demographic and
economic size of the North American market, the efficient organisa-
fion of the major leagues in terms of sports business, their market
value on an international scale, the competition between the major
networks to buy television broadcasting rights and the advertising
strategy of the large American firms betting on sport may account
for this over-representation of North American sportsmen and
women amongst the highest earners.

The share of North American athletes has indeed been decreas-
ing steadily and noticeably in the Forbes Top 50 over recent dec-
ades: on average, from 35 to 40 during the 1990s, then around 30
during the 2000s, then 25 during the 2010s. Is this the result of more
effective wage regulation in North America?2 The origin of this rela-
tive weakening seems to be the much faster increase in the income
of superstars in European football than in North America (an aver-
age of eight footballers were in the Top 50 at the end of the 2010s
compared with one or two thirty years earlier).

The deregulation of the post-Bosman era (1995) and the fierce
competition between TV channels to buy and broadcast football
have accelerated transfers and encouraged the top clubs to outbid
each other in order to recruit superstars, a bidding process fuelled
by the strong, steady and lasting growth of their TV and sponsorship
revenues. Football superstars have thus benefited from the inflation-
ist media coverage of this sport, which is the most-watched sporting
spectacle in the world. In the early 2020s, Cristiano Ronaldo, Leo
Messi and Neymar were at the top of a hierarchy from which foot-
ballers were previously excluded. This development illustrates and
confirms the superstar effect, which is working in their favour more
effectively thanks to audiovisual and digital technology, as well as
the new deregulated and globalised football economy.
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Tournament theory: can we guarantee an athlete’s
best performance?

Principles

For labour economists, the employer-employee contract seems
to escape more and more from market rules and is being replaced
by organisational doctrines. A firm is now seen as an organisation in
which relations between employers and employees are marked by
the private possession of informational rents and by strategic inter-
actions. In reality, the adjustment and formation of wages are not
the results of a trial-and-error mechanism between labour demand
and supply, but incentive mechanismes.

Tournament theory, developed by Edward Lazear and Sherwin
Rosen [1981] and Rosen [1986], is based on the idea that the em-
ployer puts his employees in competition by promising them prizes
specified in advance and, by indicating to them that the attribution
of these prizes will not depend on the absolute value of an employ-
ee's production but on the position that this production occupies in
comparison to that of the other employees. In situations of imperfect
control of individual work in complex organisations, pay-for-perfor-
mance can reduce a dual problem of moral hazard and adverse
selection: the uncertainty of the environment and the privacy of
some information about workers' actions and performance.

In sport, there are many examples of working relationships in
which the actions of the athletes are noft verifiable, but the results
are. Tournament theory, a variant of game theory, is therefore a fre-
guently used analytical framework for studying competitions in indi-
vidual sports. It establishes a central relationship between the win-
ners' payoffs and the effort they expend during the competition.
Competition organisers use a financial incentive to perform to make
their event the most interesting for the public and consequently the
most economically profitable.

Tournament theory is based on the postulate that the athletes’
results during competitions are a function of the gains they expect
tfo make. The non-linear distribution of prizes will have a positive im-
pact on the level of performance and the individual effort made by
each competitor; this effort being an increasing function of the en-
dowment gap. The structure of the endowments distorted fowards
the top of the Professional Golfers’ Association (PGA) Tour is an ex-
ample of this: the winner receives 18% of all prizes, second place
10.8%, third place 6.8% and last place 0.2%.

An opfimal fournament contract should have a double effect:
an increase in the participation of the best available talent and an
improvement in the performance achieved by each of them. The
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principle of a sports fournament includes explicit and verifiable
clauses: the remuneration at each level of competition, the overall
prize money for the competition, the number of competitors and the
elimination process. The remuneration for each level of qualification
is completely disconnected from labour productivity. In other words,
receiving twice the amount of prize money as your final opponent
when winning a fennis fournament does not imply that the winner is
twice as productive, but is merely intended to induce the two con-
tenders to work hard to win [Lazear and Rosen, 1981].

Sporting performance and financial incentives

The existence of such a correlation has often been tested in sport:
athletics, boxing, running, cycling, golf, motorcycling, figure skating,
skiing, motorsports, and tennis. If the tournament model is correct,
the increase in prize money should be accompanied by an im-
provement in performance. The opposite assumption is that players
always play to their full potential and their performance is not con-
ditioned by financial considerations.

The relevance of the first hypothesis as chosen by golf tournc-
ment organisers seems to be validated. Players become more ac-
curate when the following two variables evolve: the progression of
prize levels and the concenfration of prize differentials offered for
first place. To identify the incentive effect of individual performance,
Ronald Ehrenberg and Michael Bognanno [1990] analysed all 40 of
the 1984 PGA Tour tournaments. They showed that an increase in
prize money of $100,000 resulted in an average of 1.1 fewer strokes
per round. They also found that the greater the fluctuation in mar-
ginal revenue that would result from one place change in the rank-
ings the smaller the score differences between players and the bet-
ter the performance of the competitors.

When Tiger Woods won the 1999 US PGA, he received $630,000,
while the runner-up, Sergio Garcia, received $378,000. However,
their productivity is similar: the average score over the four courses
of 67.75 strokes for Woods and 69.50 strokes for Garcia (2.5% differ-
ence), yet there is an inequality of earnings between them of
252,000 dollars (40% difference). Rafael Nadal defeated Roger
Federer in the 2008 edition of Wimbledon with a very close score: 6-
4, 6-4, 6-7 (5/7), 6-7 (8/10), 9-7. It took the two finalists 4 hours and 48
minutes and five sets that ended in the smallest difference (2
games), with the addition of two tiebreaks at the end of the third
and fourth setfs, which also ended in the smallest difference (2
points). Nadal earned 1.1 million euros (compared to 550,000 euros
for Federer), 2,000 points in the ATP rankings (compared to 1,200 for
Federer) and the number one world ranking at the expense of
Federer. This hierarchical compensation model is designed to moti-
vate both Woods and Nadal to put forth the maximum effort once
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they have decided to participate in these tournaments [Lazear &
Rosen, 1981].

The results of the application of tfournament theory to the thirty
best tennis players in the world (2007 ATP ranking) do indeed sup-
port, in accordance with one of its predictions, the existence of an
incentive effect associated with sports performance, namely that a
highly unequal prize structure between the tournament rounds in-
creases the probability of the ‘best player victory'. But, the partici-
patory effect is not confirmed, i.e., the overall monetary prize of the
fournament does not significantly influence the performance level
of the players [Barget, Llorca and Teste, 2011].

Heterogeneity of athletes and competition intensity: the su-
perstar effect?

A growing body of literature examines the role that heterogene-
ity amongst participants in a sporting competition may have on in-
dividual effort, which is captured by the variation in performance
[Babington, Goerg and Kitchens, 2020]. In the disciplines studied
(men's and women's golf and skiing), the presence of a superstar
does not discourage the participation of competitors. However, the
superstar effect on the level of performance is complex to measure
because its calculation is sensitive to the composition of the sample
of athletes taken info account, as well as to the assumptions made.

One assumption is that increased rivalry motivates athletes to
perform at their best. This seems to be the case for athletes below
the superstar’s level who, in his presence, improve their results. But
too great a difference in talent can reduce the efforts of opponents.
If the chances of victory seem very low, the fear of injury or the desire
tfo move on to other tfournaments may explain the lack of involve-
ment of other players.

In professional golf tournaments from 1999 to 2006, the participa-
fion of the world number one was associated with a lower perfor-
mance by his opponents, with a negative Woods effect of 0.8
strokes on average per tournament when compared to his non-par-
ficipation. However, golfers far below Woods in the standings
seemed to be much less affected by his presence than the top play-
ers, as the stakes are different for these two categories of players.
This drop in performance does not appear to be related to risk-tak-
ing by outsiders resulting in lost strokes, or to a loss of motivation by
other golfers due to the media's disinterest in them, which focused
on Woods' performance. Conversely, when Woods' dominance
came to an end in 2003-2004, good players improved their perfor-
mances with and against him [Brown, 2011].

Another study examined whether there is a "Usain Bolt effect"
comparable to the "Tiger Woods effect" [Hill, 2014]. Are the compe-
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fition and the spectacle beftter if the level of the competitors is rela-
fively homogeneous? Results from the main 100m sprint events or-
ganised between 2007 and 2012 indicate a positive effect of the
presence of the world's best sprinter on the times achieved by his
rivals.

This apparent confradiction between the "Woods effect”, which
negatively affects performance, and the "Bolt effect”, which posi-
fively affects performance, could be explained by the simultaneity
of the sprinters' efforts and their extreme briefness (under 10 sec-
onds). In golf, however, players are not directly challenged and
have time to modify their behaviour according fo the intermediate
results of the tournament, which is spread over several days.

Asymmetrical sports fournaments, that is to say, with a dominant
competitor in the position of ex-ante favourite, frequently constitute
a situation that results in a problem of imbalance in the competition
that can alter the interest in the spectacle. The choice of an incen-
tive mechanism is, therefore, a delicate one for the organiser to rec-
oncile sometimes contradictory imperatives: attracting the best and
maximising their effort to beat a record by employing a high finan-
cial reward, not demotivating weaker competitors by offering prizes
that are too unevenly distributed, organising a competition of un-
certain outcome with talents of similar abilities, and raising the aver-
age effort as much as possible to preserve the quality of the event.

Learnings

What types of athletes should be attracted (of comparable level
or heterogeneous level)2 What is the impact of the fournament for-
mat (number of participants, elimination phases, entry selection,
and handicap to balance the competition)2 What is the impact of
the winner's prize on the incentive for effort¢ What is the impact of
the prize differential?

The fournament model allows sporting organisers fo avoid two er-
rors: making a bad decision (choosing mediocre athletes) and not
making a good decision (eliminating tfalented athletes). Tournament
theory overcomes some of the shortcomings of the superstar theory
and is a complementary approach. In individual sports such as golf
and tennis, the fournament is used as a tool fo filter out the best tal-
ent, promote performance, identify superstar contenders, maintain
emulation and, maximise the organisers' revenue through the sport-
ing spectacle.

The concentration of prize money and bonuses on the winners of
individual competitions results in monetary earnings that are often
higher than those of superstars in team sports. As a result, the super-
stars of individual sports are widely represented in the rankings of the
world's highest-paid athletes. A look at Forbes magazine's annual
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ranking from 1990 to 2021 shows that golfers (Tiger Woods, Phil Mick-
elson), tennis players (Roger Federer, Rafael Nadal), Formula 1 driv-
ers (Michael Schumacher) and boxers (Oscar de la Hoya, Evander
Holyfield, Manny Pacquiao) dominate.

However, the share of superstars playing in individual sports has
declined significantly and steadily over the decades: 60% on aver-
age during the 1990s for the Top 10, 50% during the 2000s and 40%
during the 2010s. This trend is confirmed if the field of observation is
extended fo the Top 50. How can this trend be explained?

Is there a relative weakening of the value of monetary incentives
in individual sports compared to the increasing revenues of football
superstars?e Is there a noticeable change in the economics of some
team sports such as football (TV rights, sponsorship, salary overbid-
ding, free movement) that significantly increases the income of
these superstars? Is there a decline in the audience of some individ-
ual sports, such as Formula 1, tennis, boxing or golf, linked to a lack
of charismatic superstars likely to generate phenomena of infatua-
tion and self-reinforcement? Is the imbalance of the competition
and the lack of uncertainty of the outcome caused by a lasting he-
gemony of the same champions at the root of this disintereste

Extensions

Academic publications on tournament theory certainly provide
some answers to the economic questions that any competition or-
ganiser asks in order to offer a quality spectacle [Szymanski, 2003].
However, theoretical research and empirical studies need to be fur-
therinvestigated as many questions remain and there is no universal
answer to all the issues. For example, a frequent criticism of the pay-
off function is that it is a black box that does not fully explain how
effort translates info chances of winning. There are uncertainties
about how tournament theory can be applied. To be accurate and
operational, answers to these questions must be based on a better
link between assumptions and results. The significance of the param-
eters and the variables found must also be made explicit to increase
the explanatory power of the model.

The measurement of performance in some sports is questionable.
The number of strokes required to complete a round of golf or the
fime to run a certain distance in running objectifies performance.
Conversely, winning in a head-to-head competition does not con-
stitute an absolute indicator of individual performance [Bargef,
Llorca and Teste, 2011]. There is also an element of randomness that
reduces the scope of the price/effort/performance relationship in
certain disciplines where the ranking of the competition is the result
of scores awarded by judges (gymnastics, figure skatfing, synchro-
nised swimming, efc.).
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Empirical studies focus on the monetary gains distributed by tour-
nament organisers. However, these earnings account for only 30 to
40% of the superstars' income, depending on the discipline. The main
sources of income are signing bonuses, advertising contfracts and
fees from exhibition matches. Financial guarantees to ensure the
participation of the best talents have a positive impact on partici-
pation and a negative impact on the effort made. The effect of the
endowment must therefore be put into perspective. Furthermore,
superstars seem to be motivated as much or more by the possibility
of gaining points in the world ranking to become number 1 than by
receiving the financial reward.

Tournament models only shed light on part of the logic of super-
stars: signals on the quality of athletes, participatory and/or incen-
tive effects. For example, when the average prize money doubles
forlong-distance racesin athletics, the average time decreases. Did
the amount of prize money distributed have an impact on the per-
formance of the runners or the participation of the best specialists?
As anofther illustration, it seems that the best performances at the
top-funded golf fournaments are due to the fact that they attract
the best players (selection bias), rather than the efforts made by the
participants.

Moreover, the behaviour of sportsmen and women, and in par-
ficular of superstars, can be explained by objectives other than a
desire to maximise their financial gains: the spirit of competition, the
desire to excel, the cult of the self, the search for glory and the desire
to become alegend - all of which are internal motivations within the
sporting logic. Finally, several negative externalities alter, from a
moral viewpoint, the principles of the fournament model. A distorted
upward distribution of prizes, aiming to obtain a maximum effort
from participants by overdosing the victory to the detriment of the
rest of the cohort, is accompanied by a psychological pressure gen-
erating health problems (overtraining, overwork, injuries, doping)
and ethical violations (cheating, corruption, violence).
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Third-party ownership: a controversial instrument?
Definition and characteristics

Third-party ownership (TPO) refers to the acquisition of economic
rights o sportsmen and women by a third party from outside sport,
who seeks to increase the value of the professional involved. The
‘property’ of these athletes is divided into shares and sold like any
other commodity. This practice has developed strongly since the
2000s in certain team sports, particularly football.

However, given the speculative nature of the transfer market, this
'third-party ownership' has existed for a long time, in various forms
and names: during the 1960s in Italy and Spain, the 1970s in South
America (particularly in Brazil, where it constitutes the main form of
football investment ) and in Portugal and England in the 2000s [Bro-
card, Rossi and Semens, 2019]. The indebtedness of the clubs in
these leagues has prompted them to find alternative financing so-
lutions to strengthen and maintain their position within the elite. The
exponential increase in transfer indemnities in the post-Bosman era
of 1995 has favoured TPO: €403 million for the global fransfer market
in 1994-1995, €2.1 billion in 2008-2009 and rising to €5 billion in 2017-
2018 (data from the 55 national leagues under UEFA's jurisdiction).

In practical terms, a club that does not have the funds to recruit
a player can call on one or more investment funds to co-finance the
transfer. In this case, the player who is ‘owned’ by more than one
owner is no longer just an employee under contract with his club. At
the end of the contractual financing period, the club must repay
the investment fund(s) plus interest. In reality, the club intends to sell
the player before this deadline in the hope of making a capital gain.

As an example, in 2012 FC Porto sold a third of the economic
rights of French defender Eliaquim Mangala for €2.6 million out of a
total value of €7.8 million, to the Doyen Sports Investments Limited
fund, which is part of the Doyen group whose main activity is gold,
uranium and coal mining. The Portuguese club also sold 10% of the
player's rights to the company Robi Plus. The 2014 transfer of Man-
gala from FC Porto to Manchester City for €54 million was split as
follows: €30.6 million for the selling club (56.67% of the player's ‘own-
ership’ rights), €18 million for the Doyen Sports fund (33.33% of those
rights), €5.4 million for Robi Plus (10%) [Bastien, 2017]. Such a return
on investment for the player's co-owners is unheard of in the business
world!

TPO can provide clubs with a competitive advantage and cre-
ate value, thereby contributing to their financial viability. As such,
TPO has become a real source of financing for football clubs. Alter-
nafively, a downfurn in fransactions would put these clubs in diffi-
culty and they would be in a state of over-indebtedness. Several

122



Spanish and Portuguese clubs risked thisin the 2010s (between 5 and
15% of their players are under TPO) and have achieved financial
and sporting success in their domestic league and the Europa
League. In many Central and Eastern European countries, the per-
centage of players owned by third-party companies varies be-
tween 40 and 50%: Slovenia, Montenegro, Croatia, Albania, Mace-
donia, Serbia, Bulgaria, Romania, Hungary and Bosnia.

Abuse of the system

TPO tends to accelerate the mobility of athletes and increase the
price of fransfers as third-party companies repeatedly seek the high-
est and fastest earnings possible. In reality, clubs sell players under
TPO, not according to their sporting interests, but according to the
interest of the third party. Another consequence is that players are
not free to manage their careers as they might wish and are de-
pendent on the will of non-sporting entities.

Furthermore, the profits generated by TPO are not necessarily re-
invested into football. The practice of TPO accounted for 9.5% of the
furnover of international and domestic football transfers, at 544 mil-
lion euros (CDES and CIES estimate for 2013). The speculative con-
cerns about the purchase and sale of athletes by the various stake-
holders (agents, holding companies, investment funds, etc.) favour
the search for short-term profits, independently of the sporting ob-
jectives of the clubs, which could lose control of their transfer policy
and sporting strategy.

Another disadvantage of this multi-ownership of players is the
conflict of interest that can undermine the integrity and fairness of
competitions. Indeed, when third parties hold economic rights to
players playing in feams competing at a national and international
level, there is a risk of manipulation of results according to the ex-
pected profits of player frading. Moreover, it appears that several of
the most important sports agents are also shareholders in investment
funds specialising in TPO, with the objective being to organise non-
fransparent fax evasion circuits (see the journalistic investigation by
the European Investigative Collaborations consortium via ‘Football
Leaks’ published in 2016, on illegal practices in the sport).

Finally, the traders commissioned by these investment funds,
which are frequently domiciled in tax havens, constitute a portfolio
of young talent that can best be sold when they are 23 or 24 years
old. One of the perverse effects of the TPO is the overbidding to ac-
quire these players, often aged 15 or 16, who become the property
of these funds even before they have signed their first professional
contract.
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What regulation?

The destabilising effect of TPO on the functioning of competitions
has justified the reprobation of the European Union and the football
governing bodies. FIFA has banned this practice, which has been
criminalised since 2015 [Brocard, Manfredi, Mondou and Van
Seggelen, 2016]. The effectiveness of this internal rule in the world of
football is compromised by legal recourse initiated by some invest-
ment funds. Indeed, an absolute ban on TPO could be incompatible
with European law, and its fundamental freedoms of establishment,
provision of services, free movement of workers and capital. FIFA's
decision could be seen as an abuse of its dominant position restrict-
ing the economic freedoms of clubs, players and third parties
[Marmayou, 2014].

Without waiting for the legal debate to be settled, investors have
come up with a new technique called third-party investment (TPI).
The aimis to circumvent the regulatory constraints on TPO. This finan-
cial arrangement consists of a club taking on debt from an invest-
ment fund to acquire players. The funds no longer own the players
directly, but hold claims on the clubs' assets and earn interest at high
rates.

Of course, clubs no longer need to sell these players to pay off
their debts. However, if the debt burden is foo great, they may be
forced to do so. When a player is sold under TPI, the selling club re-
pays the funds from the transfer fees received. The tfransaction is not
considered illegal as the fund holds an asset claim and not an asset.
However, some of the disadvantages of the TPO are also present in
the TPI: the influence of external investors on the clubs' sporting pol-
icy, the dependence of the clubs on these specialised companies,
and the conflict of interest for investors involved with several clubs in
the same competitions including the risk of manipulation of results.

Since the mid-2010s, another innovation has been developed to
finance player fransfers. This is the securitisation of debts, which con-
sists of grouping together the debts of the clubs and cutting them
up for resale in the form of bonds called ‘football or soccer bonds'.
Investors know the annual interest rate, but do not necessarily know
the content of these debts, the number of bonds sold nor the nature
of the guarantees undertaken by the clubs to obtain loans from in-
vestment funds [Arrondel and Duhautois, 2018]. This systemis inspired
by the "sub-prime" at the heart of the 2008 financial crisis with toxic
debts composed of bonds inflated with real estate debts of Ameri-
can households that would turn out to be insolvent.

With the TPOs signed before 2015 sfill in force and the multiplying
TPIs and football bonds, international football is constantly finding
additional financial means, but by submitting itself more and more
fo a short-term speculative logic that is external fo it. In doing so, and
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tfo counteract regulation, the financial products offered to clubs are
forced to become more sophisticated and, consequently, more
opaqgue [Bringand, 2019].
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Transfers: should the system be reformed?

Definition — Stakes

‘Player transfers’ can have several meanings depending on the
disciplinary approach adopted. From a sporting perspective, trans-
fer refers to the movement of a player from one club to another. In
contrast to the movement of personnel in the normal business world,
the movement of players in professional sport is not free. Several
conditions must be met in the sporting sector to ensure that com-
petitive balance is not impaired. From a legal point of view, ‘trans-
fer’ refers to the renegotiation of an employment contract and the
signing of a transfer agreement. The legal security of the contract is
at the heart of the negotiation. From an economic point of view, the
fransfer can be analysed as the determination of the monetary
amount necessary for the selling club to release a given player.
What is important here is the economic basis for such an amount.

The economic analysis of player transfers cannot, therefore, be
carried out independently of the sporting logic and its specificities
(competitive balance, sporting calendar, particular regulations),
nor of the legal logic and its constraints (competition law, contract
law, etc.). It is by taking intfo account these three dimensions (eco-
nomic, legal, sporting) that the transfer system must be analysed to
understand how it works, its limits and ultimately to propose improve-
menfs.

Whichever definition is chosen, a transfer is defined as the author-
isation to change clubs issued by the competent sporting authori-
fies. It must be ensured that the system of inter-club mobility thus
conceived respects both the interests of the players and those of
the clubs and that it does not distort sporting competition. It is in the
interest of the players that they should not be regarded as mere
commodities or financial assets subject to the laws of market supply
and demand. Legal advice is useful in defining and enforcing the
employment confract, but also in regulating the investment of a
third party in the economic rights of a professional player, or TPO
(third-party ownership) because, in return for its investment, this third
party canreceive its share of the value of the player's possible future
fransfer. The club's interest must also be preserved insofar as it has
taken risks in investing in a player's talent and is entitled to claim ifs
fair return on investment before authorising the transfer. Finally, the
fairness of the competition must not be distorted, since the uncer-
tainty of the result is the very basis of the value of the sporting spec-
tacle. It is therefore important to avoid too great a concentration of
sporting talent in the richest clubs.
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The central question that arises is how effective such a transfer
system is and whether it could be dispensed with. It must be ac-
cepted that in most economic sectors, such a fransfer system does
not exist when an employee changes employer. So how can we an-
alyse transfer payments in the professional football sectore A history
of the fransfer system helps to understand its origins and its develop-
ment over fime.

History

The history of transfers cannot be separated from the history of
professionalism. If we take the example of football in France at the
end of the 19th century, two phenomena developed: sham ama-
teurism also known as ‘shamateurism’ and player poaching. In the
first case, amateur players began to threaten clubs that they would
no longer play if they did not receive monetary compensation for
their travel expenses, medical expenses or loss of earnings com-
pared to their official employment. The players blackmailed the
clubs by monetising their talent, and gradually the negotiation pro-
cess became focused on the issue of tfransfers at the end of the sea-
son. The players then had total freedom to transfer to another club,
which led to bargaining and player poaching by the clubs, that
practically carried out ‘secret operations’ to buy players. The furning
point came in 1925 when the fransfer of a player was made subject
to the formal agreement of the leaving club. This rule, which was
intended to stop player poaching, had perverse effects, particularly
through the existence of underground financial transactions to ob-
tain the agreement of the departing club. The transfer system was
born. However, after 1945 and until the 1970s, transfers virtually dis-
appeared due to the infroduction of lifetime employment. It was not
until the 1980s that they were revived and expanded then ex-
ploded, in particular, after the Bosman ruling of 1995.

Value

How can we determine the amount of a player's transfer based
on his value? It should be remembered that economic theory has
always encountered difficulties in establishing the value of a painter
or a painting. The same difficulties are encountered when calculat-
ing the value of a football player. Several types of approaches have
been developed based on determining the cost of production, the
cost of training or the talent of the player. This always comes down
fo knowing, for the purchaser, whether or not the price paid for the
fransfer is justified by its use value, i.e., by what it can bring in. It is
also at this level that there may be a discrepancy between the price
and the value of the transfer insofar as the fransfer market is far from
perfect with numerous externalities (information asymmetry, power,
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etc.). The transfer market is thus characterised by speculative bub-
bles that endanger both the competitive balance of the leagues
and their financial stability. This is why the transfer market must be
regulated. Given all the externalities and various abuses that char-
acterise it, allowing it to operate freely leads to a sub-optimal bal-
ance.

Regulation

The first major reform of the fransfer system took place in 2001,
following a long and difficult dialogue between the football author-
ities (FIFA, UEFA, professional leagues), the European Commission
and players' representatives (FIFPro). The principles of this agree-
ment, which have been incorporated into FIFA regulations, mainly
concern the protection of minors, remuneration for training, the sta-
bility of confracts, solidarity between professional and amateur
clubs and dispute management. This reform aimed to guarantee
the free movement of players within acceptable limits, the stability
of tfeams and the competitive balance of leagues. Such a difficult
compromise explains the ongoing negotiations between the various
parties involved (clubs, unions, leagues, players, agents) to fry to
change the fransfer system. The question that remains is: is such a
system efficiente

Economic analyses show that the transfer system is imperfect. It
permits the logic of competitive imbalance to continue: the richest
clubs buy more sporting talent, have better sporting results and
therefore more income, which in turn allows them to buy more sport-
ing talent. We are thus heading towards a quasi-closed league (de
facto) of the richest clubs at the European level. The sale of players
would also be at the origin of a speculative financial bubble that
threatens all the leagues, and even if progress has been made, the
regulation of the transfer market is not yet sufficiently effective. This
is why the professional players' union (FIFPro) advocates freedom of
movement for players and the payment of salaries owed to the sell-
ing club by the buying club. It also recommends that the status of
players' agents is reviewed and that their remuneration be paid by
the players rather than by the clubs.

It is therefore clear that behind the reform of the transfer system,
the entire economic model of professional football deserves to be
reviewed. Profound reforms are certainly fo be envisaged: regula-
tion of the labour market through finance (financial fair play, club
licence, salary cap, etc.); improvement of the quality of information
(fransparency, status of players' agents); regulation of the allocation
of sporfing talent (protection of development clubs, quota of home-
grown players) and the improvement of solidarity between profes-
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sional and amateur sport. The reform of the transfer system is insep-
arable from the global reform of the sporting spectacle sector and
from the reform of the economic system as a whole.

Further information:
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verte, Paris, 2011.
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CHAPTER V — INTERNATIONALISATION OF SPORT

Strategies for the internationalisation of sport were put in place at
the end of the 19th century. This phenomenon is linked to the diffu-
sion of all English sport following the second industrial revolution in
Great Britain, then is amplified with the revival of the Olympic Games
of the modern era in 1896. However, it was not until the 1980s that
the internationalisation of sport became true globalisation of both
competitions and sporting practices. Such globalisation, beyond its
economic dimension, also constitutes a major stake from an ideo-
logical, political, social, cultural and ethical point of view, which we
will analyse.
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Global public good: a choice between two models for
a new global sports governance?

Definition
e Generdlities

The notion of Global Public Goods (GPGs) appeared in internco-
tional negotiations at the end of the 1990s, essentially around the
issues of sustainable development as defined by Agenda 21 follow-
ing the 1992 Rio World Conference. Given the extent of global im-
balances such as global warming and the collapse of biodiversity,
there is a growing call for worldwide governance of these common
goods: air, water, climate, energy, health, education, financial sta-
bility, knowledge, information, culture and peace.

The conceptual origin of GPGs can be found in economic theory
with the traditional distinction between private and public goods. It
should be remembered that private goods are defined by the two
principles of rivalry and exclusion, whereas in confrast, public goods
are defined in relation to the two principles of non-rivalry and non-
exclusion. Non-rivalry means that the consumption of a good by one
individual does noft prohibit its use by another individual; non-exclu-
sion means that it is not possible to prevent an individual from enjoy-
ing goods.

The definition of these public goods is fantamount to recognising
market failures that imply the need for state intervention to provide
goods that the market is unable to produce, such as major infra-
structure or national security, thus justifying the establishment of pub-
lic services.

The new feature of the 1990s is that we are no longer in the con-
text of nation states and Keynesian policies but in the context of
globalisation and liberal policies. This implies that market failures no
longer concern the domestic market but the global market, and
that there is a lack of global institutions to address such failures.

e Sportas a GPG?

The guestion of whether sport could fit info the GPG category
raises two questions:

- If a GPG is a commodity that the market cannot produce,
then does the sporting spectacle escape this category?
Should we consider that there is a sporting exception?

- If we adopt a completely non-market definition of sport,
could we then consider that it can be included in the cate-
gory of GPGs alongside culture, education and health?2

This means that we would have to return to the fundamental
qguestion of the definition of sport, which the community of sports
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economists has always refused to do. Indeed, it would be necessary
to review such a definition of the word sport, which encompasses
radically different realities that have nothing to do with each other.
On one side, there is sport as a spectacle, as a market, as a business
dominated by the quest for profit maximisation. On the flip side,
there is a disinterested, authentic sport, which can effectively be
placed alongside culture or education. We must therefore de-
nounce the common aftitude of ‘dressing up’ the business of sport
with the values of authentic sport just to hide its abuses.

The misunderstandings surrounding the definition of sport stem
from the difficulty of artficulating two opposing systems of represen-
tations and values. For some, sport is an exaltation of nature, bal-
ance, health, respect for others and fair play. But for others, if is
about competition, about surpassing oneself, which leads to the cult
of performance by any means, with no regard for ethics or health. Is
it possible to reconcile these two radically opposed views?

The sporting spectacle is above all a commercial product in a
global market dominated by large groups and powerful interna-
fional sports organisatfions. In no way can the sporfing spectacle be
equated with a GPG. What would remain is an authentic grassroots
sport, which corresponds to the spirit of GPGs, such as culture, edu-
cation or health. Of course, it would be possible to admit that the
sporting spectacle contributes to the development of authentic
sport by giving grassroots participants the means to achieve their
personal goals. However, this presupposes that professional sport is
free of all excesses and can therefore serve as a model. Sadly, this is
not the case. In this context, two models are being discussed for a
new global governance of sport.

New global governance of sport

e A top-down model.

The question is which global body should be set up to manage
GPGs from on high and impose its laws on the State2 Which institu-
fion will be able to implement such governance? The sports world is
already characterised by the existence of an institutional pyramid
going from the local to the global level. Nevertheless, there are
many shortcomings in such governance. The IOC is an interesting
example of the contradictions between sporting and commercial
objectives that considerably weaken the effectiveness of its govern-
ance. In general, we can speak of a relative submission of sports
institutions to the market and its commercial and financial logic with
all the harmful consequences that this implies. Conversely, good
governance can be defined as the ability to control deviant behav-
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jour (doping, corruption, cheating, etc.), which is increasingly diffi-
cult on a fransnational scale. Which is why new institutions are
needed.

One proposal is to make humanity a subject of law and thus cre-
ate a new category, the common goods of humanity and based
on the same model as that of the world heritage of humanity. Gen-
uine sport could be part of such a category of new human rights.
Apart from the technical difficulties, it is to be feared that the ruling
elite who are part of the neo-liberal ideology are opposed to such
a view of the world. They prefer competition and the struggle of all
against all to cooperation and social justice. This is why global solu-
fions from above remain very hypothetical and raise the question of
whether a solution from below is conceivable with the constitution
of a counterweight at the level of civil society.

e A bottom-up model

The current period is characterised by the interweaving of three
crises: an economic and financial crisis, an ecological crisis and a
social crisis. As a result, there is a risk of the collapse of the thermo-
industrial civilisation that will eventually allow us to rebuild our socie-
ties on a sustainable basis. It is becoming more and more vital to
recognise that infinite growth in a finite world is not possible and that
it would be better to try to set up a society of chosen and not sub-
dued degrowth. The recomposition of our societies could be carried
out from the determination of new operating logics: the priority is
social and consists in ensuring well-being for all, which implies drasti-
cally reducing the inequalities which today reach an infolerable
level; the constraint is ecological because we cannot indefinitely
continue to destroy the living organism which conditions the human
habitability of the planet; the economic aspect must come last
when considering the best means to achieve the social objectives
under ecological constraint. This is therefore a reversed logic com-
pared to the current situation in which the primary objective is eco-
nomic (performance, competitiveness, profitability, etc.), with eco-
logical and social aspects relegated to the rank of secondary ob-
jectives or even completely ignored. Such a change of the paro-
digm would of course have major consequences on the sporting
spectacle and the practice of sport.

Given the need to drastically reduce our ecological footprint, it
is not impossible to think about the disappearance of mega-sporting
events as we know them today. The carbon footprint of these events
depends largely on internatfional transport. In general, the society of
widespread mobility of people and goods may no longer be sustain-
able or profitable, and we could see a relocation of the world econ-
omy.
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In this perspective, we are back to the bottom-up development
characteristic of the 1970s before the neo-liberal revolution of the
1980s made this model seem archaic. It is a question of determining
the right territorial scale to best face the contemporary crisis and it
is recognised that the small community can be effective in solving
economic, social and environmental problems. The practice of
sport would find its place in such a model contributing to a good
quality of community life.

In the end, there could be a growing disconnection between
sport as a spectacle, with all its excesses, and the disinterested prac-
fice of sport for pleasure and health, without any competitive spirit.
There are no winners or losers but just the simple joy of being together
in a playful exchange.
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Macroeconomics of international sporting success:
how to win medals?

The literature on the determinants of sports performance is anti-
quated (from the 1950s) and multidisciplinary. Historians, geogra-
phers, physicians, sociologists, demographers, lawyers and econo-
mists have mobilised their tools and concepts: the length of time the
practices have been in use and their social and spatial diffusion, the
climate, the diet and the physical characteristics of the athlete,
race, religion, the population, the political system and the per cap-
ita income.

Since the 1970s, econometric analysis has made it possible to im-
prove our knowledge of the explanatory variables of Olympic
medal wins according fo the nations involved. It should be remem-
bered that, although the IOC considers the Olympic Games to be a
competition between athletes, the media's ranking of countries ac-
cording to the number of medals won is a major geopolitical issue.

In addition to the three variables traditionally taken into account
in modelling Olympic success - Gross Domestic Product (GDP) per
capita, number of inhabitants and political regime - new variables
were tested: the advantage of the organising country, the regional-
cultural dimension and public spending on sport. However, other un-
observed variables should be included to refine the analysis (nota-
bly doping).

The great imbalance in global sporting performance

A primary observation of the unequal access to sports perfor-
mances can be made with a complete assessment of the distribu-
tion of medals according to the countries participating in the Olym-
pic Games, a quadrennial multidisciplinary event and central indi-
cator of sporting success [Bourg and Gouguet, 2007]. A historical
and geographical reading of the results over the period from 1896
tfo 2018, i.e., 51 editions of summer and winter Olympic Games, re-
veals a very large imbalance in the Olympic podium achievements.

Developing countries have an average medal-winning ‘produc-
fivity’ more than five times lower than developed countries: 56 med-
als per country compared to 309. The values of this medal concen-
fration ratio for low-income countries (10 medals on average per
country, 1% of all medals), lower-middle-income countries (32 med-
als, 4% of all medals) and upper-middle-income countries (105 med-
als, 24% of all medals) reflect the magnitude of the disparities within
developing countries (grouping of countries by level of develop-
ment selected by the World Bank in 2019).
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Success in sport is therefore largely reserved for high-income
countries: 45 countries in this group won 71% of the Olympic medals
(out of a total of 18,882 gold, silver and bronze medals), while 98
developing countries won only 29% and, 78 countries - almost all of
them developing - did not win any medals. Only a few high-income
countries participating in the Olympic Games did not win a single
medal, demography being a major handicap for them: Brunei,
Monaco, Oman in particular. These data show a close relationship
between economic development and sporting performance.

The economic and demographic variables

The pioneering work of Donald Ball [1972] and Ned Levine [1974]
studied the role of population and GDP per capita. GDP is an ag-
gregate whose level is correlated with the wealth and quality of fa-
cilities, the country's ability to prepare competitive athletes for the
Olympic Games with high-performance equipment, highly qualified
technical staff, a medical system at the cutting edge of innovation
and massive public and private funding of elite sport.

However, throughout the history of the Olympic Games a very
high GDP alone has not guaranteed a large medal haul. Singapore
(83rd in the world ranking of countries according to the number of
Olympic podiums), Luxembourg (89th), Hong Kong (99th) and Ku-
wait (103rd) are marginal in terms of Olympic success, but are af the
top of the list in ferms of wealth on the planet, in the absence of
political and budgetary choices in favour of top-level sport.

Population size is a limiting factor for small nations and nothing
more than a resource for others to exploit. To develop a sporting
elite, a country must have at least one million inhabitants. However,
more than a quarter of the nations entered in the Olympic Games
have a demographic size below this threshold. A calculation of the
elasticity of the number of medals in relation to the population has
shown that all things being equal, a country with average charac-
teristics could win 16 more medals in one edifion of the Summer
Olympics if its number of inhabitants doubled [Blais-Morisset, Bou-
cher and Fortin, 2017].

A large population is a necessary, but not sufficient, condition for
winning titles. India, Pakistan, Bangladesh and Vietnam together ac-
count for 24% of the world's population and only 0.2% of the medails.
Of course, a country with a large population will have a large pool
of potential talent and will be able to allocate its fixed costs more
profitably: from the 2000 Summer Olympics to the 2016 Summer
Olympics, China has always been in the top three in the medal
standings by nation, along with the United States, and Russia or
Great Britain.

The political variables
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The political regime helps to explain the distribution of fasks be-
tween nations. For this purpose, it is necessary to specify whether the
country is democratic, liberal, communist, a market economy, one-
party, a planned economy, or a post-communist country in transi-
tion to a more democratic and market-oriented system. Communist
or formerly communist countries generally win more, or much more,
than their national wealth or population size would predict.

The former USSR was, and Russia is, despite an average GDP per
capita, a leading sports power (2nd in the world medal rankings). In
the context of the Cold War during the years 1970 to 1990, the com-
munist countries had a clear advantage over the capitalist coun-
fries. Indeed, these countries were able to mobilise resources cen-
tfrally and concentrate them on a priority objective: the financing of
Olympic disciplines and the production of medals. From 1976 to
2004, between 22.6% and 35.8% of developed countries with a lib-
eral democracy won at least one medal. This percentage is be-
tween 90% and 100% for communist countries and between 33%
and 100% for ex-communist countries in fransition since 1992 [An-
dreff, Andreff and Poupaux, 2008].

The impact of the amount of public spending on medal wins has
been the subject of an econometric study that confirms the im-
portance of state action [Blais-Morisset, Boucher and Fortin, 2017].
Public funding reflects a country's desire to showcase itself during
the Olympic Games for the dual purpose of geopolitical prestige
and national cohesion. In such a way, the UK invested 340 million
pounds to prepare for the 2012 Olympics, which was four times more
than the amount spent on physical education in schools. The results
were convincing as the British finished third in the world after the
United States and China with 65 medals. Australia, for its part, spent
240 million euros on its Olympic elite, even though it has three tfimes
fewer inhabitants than Great Britain. The Australians ranked 10th in
the world with 35 medals, ranking higher than in terms of demogro-
phy (55th) or GDP (20th).

According fo the specifications of the model used by Blais-Moris-
set, Boucher and Fortin [2017], and all things being equal, a country
with average characteristics would have to invest between 56 and
74 million euros (holding constant the investment of competing nao-
tions) to gain an additional medal four years later. In other words, if
France wants to reach the announced goal of 80 medals at the
2024 Paris Olympics [Andreff, Scelles, Bonnal, Andreff and Favard,
2019], it would have to increase the public budget dedicated to the
preparation of its Olympic elite by about 1.6 billion euros over four
years in order to win 25 more medals than in 2016 (42), this figure
takes info account the benefit of being the organising country
(+30% on average of podiums, i.e. 13 medals).
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The sporting and societal variables

The ‘host country effect’ lies in the impact of the mobilisation of
the nation hosting the event: increased funding for the preparation
of its athletes, constant support from supporters and the national
media, motivation increased tenfold by the patriotic enthusiasm,
knowledge of the competition venues, familiarity with the climate,
less stress due to fransport and acclimatisation, and the absence of
geographical, time and cultural differences. Stephen Clarke [2000]
has determined that, on average, for the twenty-four editions of the
Summer Olympics from 1896 to 1996, the organising countries in-
creased their number of medals by almost 30%. For the next five edi-
tions of the Olympics, from 2000 to 2016, the expectation of further
gains was 29%.

This ‘home advantage’ variable, therefore, has a significant influ-
ence on the overall performance of the host country, although
there are considerable differences between countries: +53% for
China in 2008 (Beijing) compared to 2004, +33% for Great Britain in
2012 (London) compared to 2008, +29% for Australia in 2000 (Syd-
ney) compared to 1996, +21% for Greece in 2004 (Athens) com-
pared to 2000, +8% for Brazil in 2016 (Rio) compared to 2012. The
consequences of the increase in the number of medals awarded
over the years have been neutralised to allow comparisons over
time: from 921 medals in 2000 to 974 medals in 2016.

Some research with econometric models for individual winter
sports has shown that the home advantage of athletes at the Olym-
pics or World Championships results in an average 51% improvement
in performance: 11 percentage points from public support and 40
points from their knowledge of the facility [Chun and Soo Park, 2021].

The regional-cultural dimension was infroduced by Madeleine
Andreff, Wladimir Andreff and Sandrine Poupaux [2008] to capture
the effect of sporting culture by grouping countries with similar sport-
ing specialities into nine major regions of the world. At the 1976
Olympic Games, the medals were distributed as follows: 53.6% for
Eastern Europe, 19.9% for North America, 18% for Western Europe,
5.9% for Asia, i.e. 97.4% of the total for these four regions; the Middle
and Near East, South America and Oceania shared the rest (North
Africa and Sub-Saharan Africa did not obtain any medals). For the
2004 Olympic Games, the distribution was as follows: 26.3% for East-
ern Europe, 26% for Western Europe, 16.6% for Asia, 16.4% for North
America, i.e., a total of 87.3%; the other regions of the world took
advantage of the decline of the former communist countries after
the collapse of the Soviet bloc and its satellite countries to increase
their shares (5.8% for Oceania, 3.1% for Sub-Saharan Africa and 2.7%
for South America.
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Learnings

As soon as a country has a certain level of wealth, demographic
resources and political will, sporting success can be achieved. The
United States is the most successful nation with 2,827 Olympic med-
als from 1896 to 2018, far ahead of the former USSR and Russia with
1,885 medals and Germany with 1,235 medals. These variables are
good indicators of sporfing success. For example, population and
GDP per capita together explain 40% of medal wins [Levine, 1974].
But population alone cannot account for the distribution of podiums
by nation.

A model of the distribution of medals at the 2008 Beijing Olympics,
built with about thirty economic, social and political variables, was
tested on the Olympics from 1976 to 2004 to determine the im-
portance of each variable. Ex-post, this medal econometrics cor-
rectly predicted the results of 70% of the countries analysed at the
2008 Olympics, i.e., the number of medals obtained was 95% within
the confidence interval (medals predicted minus medals won). The
amount and forms of public support seem to guarantee sustainable
medal gains that are much higher than those expected from an es-
fimate based solely on economic and demographic indicators [An-
dreff, Andreff and Poupaux, 2008].

The amount of government spending on elite sports appears to
be a betterindicator of Olympic performance than GDP per capita,
which remains statistically significant. Therefore, the national sports
budget variable represents a relevant public policy instrument to
achieve more ambitious podium targets. Indeed, the elasticity of
the number of medals obtained by a country at the Summer Olym-
pics relative to the public investments it has made varies between
0.23 and 0.38 depending on the specifications used [Blais-Morisseft,
Boucher and Fortin, 2017].

Predictive models are better at explaining the hierarchy of per-
formance between nations in multi-disciplinary events such as the
Olympics, than in the World Cup or the Euros, for example. At the
summer Olympics, a thousand medals are at stake. In football, there
is only one competition and only one winner. The number and rep-
etition of competitions (38) allow a balance to be struck at the
Olympics, with possibilities to redress failure in certain sports. Further-
more, the role of the State does not seem to be a significant variable
in football, given the poor results recorded by China despite massive
investment in the sport.
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Further thoughts

Certain research has shown that the variables used are insuffi-
cient and can be combined in complex ways. Therefore, the ap-
proach to the macroeconomics of Olympic medals could be en-
riched by seeking to idenftify the explanatory power of two new var-
iables. The first of these is doping, a variable that is a very important
priority, but not observed [Andreff, Andreff and Poupaux, 2008].
Medical assistance for sports performance is a structural fact of con-
temporary competitive sport. If doping - legal or not, detectable or
not, known or noft - is consubstantial with high-level sport, the ques-
tion of its unequal impact on performance arises. The effectiveness
of the substances and methods used, masking products or innova-
fions in the pharmacopoeia to circumvent the anti-doping rules
does not have the same impact depending on the athletes, the
countries, and the financial, scientific or legal resources mobilised.

The past (in a cold war context) or present (in a soft power logic)
organisation of real state doping, differentiates the capacities to ob-
tain medals in favour of the athletes ‘benefiting’ from such a ‘prep-
arafion’ (see the examples of the former USSR, the former GDR and
Russia). The influence of this undetermined variable, due to the lack
of a database, must be evaluated. Doping can create a decisive
advantage in that the final difference recorded at the end of the
competition is infinitesimal (less than 1%), even though the use of
doping devices can improve results by 3 fo 10% depending on the
discipline.

The ranking of countries according to the number of medals ob-
tained at the Sochi Winter Olympics (2014) partially illustrates the im-
pact of a massive public-doping policy. Thus, a predictive model of
podium wins based on socio-economic variables (without taking
doping info account) attributed 24 medals and 4th place in the
world rankings to Russia [Andreff, 2013]. Ex-post, the country hosting
the Olympic Games won 33 medals (38% more than forecast) and
ranked 1stin the world. After the detection and punishment of dop-
ing athletes (disqualification), Russia retained 22 medals and was
demoted to 5th place in the world rankings.

A second variable is worth looking at, that of the results of the
Olympic Games edition that immediately follows the one organised
by the host country. For the Summer Olympics from 2000 to 2016,
there was a significant increase in the number of medals compared
fo the edition that preceded the hosting of the Olympics, i.e., eight
years earlier:+35% for Great Britain(2016/2004),+34% for China
(2012/2004), +10% for Australia(2004/1996). Greece is the only ex-
ception with a 79% drop(2008/2000), which can be explained by the
consequences of the investment cost for the 2004 Games, which
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was unconfrolled and beyond the country's budgetary capacity, as
well as by the consequences of the serious economic crisis that af-
fected Greece afterwards. This ‘post-Olympic Games' effect can
be explained by the fact that the athletes taking part in this post
host country Olympic Games are largely the same as those who
benefited from exceptional public and private support four years
earlier.
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The globalisation of sport: the domination of an
economic logic?

Characteristics and origins

The phenomenon of globalisation translates the idea of the total
integration of the sportfing economy intfo a vast market that has be-
come a place of mobility for spectacles, athletes, capital, images,
sports arficles and consumption models, etc. Sporting activity has
long had an international dimension, at least since the first modern
Olympic Games (1896), the result of a historical and natural creation
at the end of the 19th century. The ultimate goal of the sports move-
ment has always been universality. The IOC has 206 member coun-
tries and FIFA is made up of 211 affiliated national associations,
which is more than the UN, to which 193 states belong. The globali-
satfion of sport has evidently encountered the least obstacles.

The internationalisation of sport can be defined as the preliminary
stage of globalisation, with the opening up to the outside world of
sports practices and predominantly national events, but with a lim-
ited extension to certain regions of the world and certain disciplines
(1890-1950). Globalisation characterised the worldwide develop-
ment of sport during the period from 1950 to 1990. From the 1990s
onwards, the conjunction and intensity of two dynamics set in mo-
tion the globalisation of the issues at stake. The new information and
communication technologies (television, satellite, digital) erased dis-
tfances and borders in space, fime, language and ideology. The
market has imposed itself on sport as a reference point and com-
mon measurement scale [Bourg and Gouguet, 2012].

The creation of an increasingly integrated system of mass pro-
duction/consumption of sports events has amplified globalisation.
This system includes a virtually unified competition areaq, sports bod-
ies and companies that manage their activities on a planetary basis
with globalising mechanisms based on the market economy and a
liberal logic: the conquest of new markets, international search for
value creation, access to financial markets, circulation of produc-
tion factors.

For almost a century, this commercialisation could not emerge
because of the domination of a conception of 'Coubertinian’ sport
based on amateurism and voluntary work. Two decisions deserve to
be acknowledged to understand the infegration of sport within the
market economy. First, the deregulation of the Olympic order, with
the removal of two major institutional obstacles (the possibility to pay
all athletes from 1981 and to commercially exploit the Olympic sym-
bols from 1986) and the decompartmentalisation of the economic
life of sport with the creation of global marketing programmes (from
local sales to global sponsorship and broadcasting agreements).
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These two decisions have increased the value of the sporting spec-
tacle, increased competition between private operators for rights
and aligned the strategies of the sporting movement and compa-
nies with a global logic.

However, the globalisation of sport must be put into perspective.
This process isindeed asymmetric. The study of the spatial distribution
of participants, performances and events reveals an international
diffusion both limited and unequal, to the zones whose economic
development level allows the construction of venues and the super-
vision of participation, the extension of leisure fime and the disposal
of purchasing power allowing a new model of consumption. The
North America-European Union-Asia friangle is a major concentro-
fion of competition venues, medal winners and financial flows
[Bourg and Gouguet, 2007].

The effects of globalisation

Increasingly, what is at stake is the appropriation of the financial
resources generated by competitive sport. The monopoly held by
sporting institutions (IOC, international federations, professional
leagues, clubs) for the exploitation of the sporting spectacle has cre-
ated a scarcity that has allowed them to boost their turnover and
extract increasing profits from these events. In response to the rising
number of property rights (radio and TV broadcasting rights, infernet,
marketing, by-products, naming of events and venues, etfc.) there is
an increase in the number of economic players and professions in
the sports industry, in the broadest sense of the term: marketing,
communication, financial investments, career management, sports
medicine and sports betting.

The IOC and the international federations are non-governmental,
non-profit organisations, with few legal means of constraints on
sports organisations and athletes around the world. Moreover, their
governance is opague and not very efficient because of an inver-
sion of goals: commercial objectives take precedence over sporting
objectives. If for decades the sporting movement has defended the
heritage of the Olympic 'values' defined by Pierre de Coubertin, this
official discourse is no longer convincing in the face of chronic prof-
iteering and recurrent scandals.

It appears that the sporting movement must often try to interpret
the new rationality driven from the outside by thirty or so firms that
are omnipresent in the sports markets (sponsors, broadcasters, sport-
ing goods manufacturers, communication agencies). Thus, sporting
institutions are placed under the control of private companies that
are only accountable to their shareholders. These same institfutions
indeed retain the power to symbolically legitimise the achievements
of athletes and to officially validate the results of competitions. But
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the globalised market now overwhelms sports regulation, which fa-
cilitates the multiplication of abuses: illegal betting, corruption,
money laundering, and doping [Andreff, 2019].

The bases of new governance must be defined. The international
sporting bodies are numerous, not active enough and often con-
tested in theirrole and objectives. It is, therefore, necessary to review
both the bodies and the fields of governance in order to clarify their
functions, legitimise their mandates and strengthen their powers. It is
not only a question of compensating for the failures of the market
and making it efficient but also of protecting the world's public do-
main in sport and finding an alternative model by changing the par-
adigm.

Two different, non-antagonistic paths can be explored to con-
tribute to the establishment of tfrue global governance: the creation
of a specific supranational organisation (the United Nations Sports
Programme, UNSP); the multiplication of independent and special-
ised regulatory agencies producing standards and incentives on a
global scale (ethics, doping, finance, corruption, etc.).

Professional sport is threatened more than ever by a total subor-
dination to a globalised financial logic. All ethical violations result in
a distortion of the sporting spirit. To stop such abuses, a new global
sporting regulation will have to be set up. The interest is in knowing if
this institutional reform will be able to promote sport as a World Pub-
lic Good, i.e., as an element of the common heritage of humanity!
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Soft power: political instrumentalisation of sport?

The concept of soft power is a matter of political science and
international relations. However, the increasing use of sport by stafes
for internal and external political reasons has important socio-eco-
nomic consequences for professional sport, which fully justifies the
inclusion of the issue in this book.

Definition and purpose

In a post-Cold War context (since the break-up of the Soviet bloc
and the collapse of the communist regimes in 1989), the concept of
power can be defined as the ability of a state to influence other
states fo behave in a way that conforms to its interests. To achieve
this, countries can use three main methods: hard power, soft power
and smart power. According to Joseph Nye, an American theorist
of this new approach to power in international relations [1990], hard
power refers to the ability to directly impose one's will on a third party
through military, political or economic means.

Conversely, soft power is defined by the capacity of the State to
indirectly orient international relations in its favour, with an action or
a position in a given direction, by a range of means other than co-
ercive (threat, use of force). The attractiveness of cinema, music,
culture, language or sport is part of this diplomacy of influence.
These powerful vectors of soft power are one of the many tools that
allow the State to strengthen its legitimacy and expand its interna-
tional audience. States that have the means to do so use both hard
and soft power, the latter being more effective than the former,
which is seen by public opinion as manipulation or violence. The ef-
fects of this subtle blend of soft and hard power is reflected in the
notion of "smart power" [Nye, 2011].

Television turns every mega-sporting event intfo a 'global village'
that brings together several hundred million highly receptive people.
With its popularity and universality, sport bypasses borders and ide-
ologies. Moreover, sport is one of the rare domains in geopolitics
where power is not rejected, but most often admired [Boniface,
2021]. Also, sporting diplomacy has become areal tool in the foreign
politics of numerous counftries, allowing them to use persuasion or
seduction in place of force.

Geopolitics through sport

Sport is a component and a marker of a state's power, of its ability
to exist on the international scene. A state can thus obtain an aura
that it could not normally have without recourse to certain forms of
soft power: hosting sporting events, winning Olympic medals, taking
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control of professional foreign clubs, acquiring TV broadcasting
rights and naturalising athletes, etfc.

Some countries in the Persian Gulf, unable to compete for medals
with the big Olympic nations, have specialised in events: The United
Arab Emirates, in Dubai, with a Formula 1 Grand Prix, a European
Tour golf tournament, a professional tennis tournament and a stage
of the World Rugby 7s circuit; in Bahrain with a professional cycling
team (Bahrain-McLaren) and a Formula 1 Grand Prix; in Saudi Arabia
with the Dakar Rally from 2020 to 2024.

Then again, for other countries (United States, China, Russia, Ger-
many, Great Britain, France, etc.), it is a question of asserting a
global and total power by activating all the levers of sports geopol-
itics. Many states see the Olympic Games as a continuation of the
Cold War by other means, with a cult of natfionalism and propa-
ganda for external use.

For countries with huge economic and demographic resources,
as well as a long-standing sporting culture, the games are based on
the position obtained in the Olympic medals world ranking. This is the
case for the United States (2827 medals at the summer and winter
Olympics, from 1896 to 2018), the USSR-Russia (1885 medals), Ger-
many (1235 medals), Great Britain (883 medals), France (840 med-
als) or China (608 medals won, for the most part, in a recent period,
as a consequence of infernal ideological changes).

In addition to the Olympic podiums, these major sporting powers
equally concentrate the organisation of the two principal megao-
events: 2008 Summer and 2022 Winter Olympics for China, 2012 Sum-
mer Olympics for Great Britain, 2014 Winter Olympics for Russia, 2024
Summer Olympics for France, 2028 Summer Olympics for the United
States; 1998 Football World Cup for France, 2006 for Germany, 2018
for Russia and 2026 for the United States (with Canada and Mexico).

Soft power, nation branding and sporting power: Qatar as the
example

An atypical multinational state strategy in the field of sporting pol-
icy is developed by a few oil countries with abundant capital.
Amongst these states, it is Qatar which - lacking the tools and means
of hard power - is leading and assuming a strategy of influence
through sport that no other country had engaged in before [Gué-
gan, 2017]. Qatar's instrumentalisation of sport is a method of accu-
mulating rapid international visibility [Boniface, 2021]. Indeed, Qatari
policy puts soft power and sports power at the service of nation
branding, i.e., the promotion of the State's brand image by building
and enhancing national identity, tangible and communicable, as
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fransnational firms do, to gain profits and rewards. Qatar is omnipres-
ent through various investments in the sports economy, media over-
exposure and a desire to create a 'brand Qatar' as a land of excel-
lence in high-level sport.

It is frue that this Middle Eastern micro-state is rich in the short and
medium-term, but weakened by the duration of its gas and oil re-
sources, which will not last 50 years. Moreover, this emirate suffers
from a strong economic vulnerability (too little diversification outside
of hydrocarbons), demographic (2 million inhabitants), territorial
(1,400 square kilometres, less than Corsica), military (lowest share of
GDP devoted to military spending in the region) and geopolitical
(complicated relations with Saudi Arabia and Iran). The more Qatar
is talked about, the less likely it is to be annexed or endangered by
its powerful neighbours. All in all, it is not certain that the implemen-
tation of this non-coercive power of influence through sport is more
costly for Qatar than buying weapons [Boniface, 2021].

For all these reasons, Qatar is investing massively abroad within
the framework of the 'Qatar National Vision 2030" plan, drawn up in
2008, whose objective is to have half of its income dependent on
activities other than gas and oil (as opposed to 20% at present). To
this end, the Qatari monarchy is taking stakes in the sports sector via
the country's main sovereign wealth fund, the Qatari Investment Au-
thority. Qatar thus infends to become a world sports capital to pro-
mote its fame and reputation, stimulate its tourist economy and
build an alternative economy for the post-energy rent era based on
leisure and entertainment, amongst other things.

To do this, Qatar is taking increasing shares of the global sports
spectacle market in order to increase its diplomatic influence, the
only means it has to ensure the security and integrity of its territory,
protect its sovereignty, its population and its inferests in a fense and
unstable geographical area. Classically, but increasingly effectively,
Qatar aftracts many major events to shape its image as a modern,
globally recognised power: World small pool swimming champion-
ships and men's squash championships (2014), men's world handball
championships (2015), World road cycling championships (2016),
World athletics championships (2019), Football World Cup (2022 with
arecord budget of 74 billion euros, the cumulative equivalent of the
previous five editions), World swimming championships (2023). The
ultimate goal of this strategy of taking over the sports field by the
Qatari authorities is Doha's bid to host the Summer Olympics in 2032!

The objective of the Qatari state's acquisitions of football clubs is
fo gain in symbolism [Franck, 2010] with the purchase of Paris Saint
Germain in 2011, via Qatar Sports Authority, as well as the Miami
football club (Major League Soccer) in 2016. It should be noted that
the United Arab Emirates was a pioneer in this field with the takeover
of Manchester City by a sovereign fund in 2008.
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Qatar also buys TV broadcasting rights in France (football, rugby,
tennis, basketball, etc.) through the belN Media Group and controls
sports broadcasting in the Arab world with Al Jazeera. The method
of strengthening its national teams through the almost instantaneous
naturalisation of top foreign athletes is singular. For example, 23 of
the 28 players who wore Qatari shirts at the 2015 World Handballl
Championship were not from the emirate and represented seven
nations.

The ambivalent effects of sport’s soft power

It is frue that these investments in the global sporting economy
contribute to the strong growth of the professional sports turnover
and allow the international sporting movement to reap substantial
revenues and increasing profits. However, this influx of money is
causing inflation of salaries and transfers, as well as an extension of
the value chain of the sporting activity (multiplication of sports
agents, marketing consultancy companies, financial investments),
which is at the origin of progressive outsourcing of important finan-
cial flows. In addition, this capital threatens the competitive balance
of championships. For example, between 2013 and 2021, thanks to
the injection of more than 2 billion euros into PSG's budget by Qatar,
the Parisian club has outrageously dominated the league with seven
of the nine titles awarded.

It is also questionable, in terms of cost-benefit analysis and the
well-being of the populations concerned, whether it is appropriate
for states like China and Russia to spend whatever it costs to increase
their influence abroad and perpetuate their power at home. The
rate of cost overruns for the Olympic Games and the level of ex-
penditure incurred by these two host countries are proof of this, with
unprecedentedrecords: 1130% for the 2008 Summer Olympics in Bei-
jing (32 billion euros instead of 2.6 billion) and 495% for the 2014 Win-
ter Olympics in Sochi (50 billion dollars instead of 8.4 billion).

Finally, this generous providential windfall does not encourage
the international sporting movement to question the authoritarian
nature of certain politicalregimes with which it has developed, since
the beginning of this century, a close partnership for the organisation
of major sporting mega-events. These 'democraships' totally instru-
mentalise sport, with soft power or nation branding objectives to
hide the flagrant human rights violations. The moral, ethical and ed-
ucational credo that is supposed to have inspired the foundation of
contemporary sport has difficulty remaining credible.
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CHAPTER VI — THE ECONOMIC IMPACT OF SPORT

Sport can be alever for territorial development thanks to the hosting
of sporting events or sporting participants, thus provoking a shock of
internal demand. The extent of such an economic impact depends
largely on the characteristics of the host territory and its measure-
ment can be conceived in the short or long term (in this case we
speak of a legacy). Sport can therefore be a very profitable invest-
ment in terms of job creation and added value for the host territories.
Nevertheless, one must remain very vigilant as to the reliability of the
methodologies used to measure such an impact.
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Opportunity cost: what policies should be
implemented around mega-sporting projects?

Definition

In economic analysis, opportunity cost refers to the study of the
rational behaviour of an agent in a situation of scarcity of available
resources. It should be remembered that economic rationality can
be defined as the art of allocating scarce resources subject to alter-
native uses (Lionel Robbins). In a situation of resource scarcity, every
actor is condemned to make choices. This choice of an option
means the abandonment of another alternative option. The oppor-
funity cost is the value of the optfion abandoned. For example, a
child consumer with a limited budget (10 euros) will have to choose
between buying sweets (af 1 euro each) or chocolates (at 2 euros).
He can buy 3 chocolates and 4 sweets. If he wants a bar of exira
chocolate, he will have to give up 2 sweets. The opportunity cost of
the chocolate is two sweets, i.e., the cost of giving up sweets to have
extra chocolate. The same reasoning can be applied to the pro-
duction side. Given the resources available, producing an extra unit
of goods means giving up producing a given quantity of other
goods. For example, a farmer who has a given area of land will have
fo give up producing x tons of corn to produce y additional tons of
wheat. This is his opportunity cost.

This analysis in terms of opportunity cost can thus be applied to
the determination of the rationality of choices. For example, an
agent's choice of a given project will be deemed rational if its net
benefit is positive but greater than the net benefit of all the alterna-
tive projects that the agent has had to forego. It is this latter con-
ception of opportunity cost that we will examine in the case of a
certain number of sports projects that are the subject of debate as
to their economic legitimacy. This raises the whole question of social
choices, which often involve very difficult frade-offs.

Mega-sporting projects: what is the cost opportunity?

It is interesting to recall a few emblematic examples of controver-
sies that have arisen around major sports projects, always with the
same question in mind: would the resources have been more bene-
ficial to society if they had been invested in sectors other than
sportse
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e Football World Cup 2010 in South Africa

The academic literature on the economic impact and legacy of
the 2010 World Cup is very heterogeneous. First of all, one has to put
aside the ex-ante studies commissioned by the government, which
all promised considerable economic benefits for the country. On the
other hand, the ex-post academic literature is much more critical of
the real impact of this event, which was a failure for South Africa's
economic development. If the World Cup brought in a profit for FIFA
estimated at between 2 and 3 billion dollars, it represented a huge
financial loss for South Africa estimated at more than one billion dol-
lars. This is a classic case of privatising profits and socialising costs.
These two opposing views of the economic impact of the Cup raise
the question of whether it was appropriate to hold the event in South
Africa. Reasoning in terms of opportunity cost helps to clarify the de-
bate.

As soon as the World Cup was awarded to South Africa, the Min-
ister of Housing recognised that programmes to build hundreds of
thousands of low-cost social housing units could be jeopardised to
provide funding for the 2010 World Cup. For example, it was agreed
that there would be a shift in the focus of the Johannesburg inte-
grated five-year plan. The priorities originally announced were: hous-
ing, health, education, local development, security, and various ser-
vices including water, housing and electricity. After the World Cup
was awarded, the priorities of the five-year plan were changed. To
finance the construction of the large stadium in Johannesburg, the
initial cost of which had been underestimated, it was decided to
reduce allocations for public services. The cost of the Soccer City
stadium is equivalent to the cost of housing over 200,000 people un-
der the reconstruction and development programme. This is the op-
portunity cost of building this large stadium.

e Generalisation

First of all, the same type of opportunity cost calculation can be
mentioned in the case of the construction of large stadiums for the
2014 football World Cup in Brazil. For example, the stadium in Ma-
naus cost 260 million dollars for a capacity of 46,000 seats, while the
average number of spectators during the championship is around
500. On the other hand, 20% of the homes in Manaus have no run-
ning water or toilets with connection to a sewage system, with all
the sanitary consequences that this implies. The number of homes
connected that have been foregone represents the opportunity
cost of the construction of alarge, oversized stadium that is doomed
fo become a white elephant. In general, the large street demon-
strations at the time of the World Cup reflected the resentment of
Brazilians who demanded investment in public services: housing, ed-
ucation, transport, health and security instead of stadia.
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In short, the opportunity cost of organising major sporting events
in the countries of the South raises the fundamental question: should
they be organised?2 With the benefit of hindsight, many economists
would say no, given the opportunity cost. It would therefore be im-
portant to better evaluate the opportunity cost of hosting major
sports events or building major sports facilities in developing coun-
fries. Africa is a good field of experimentation at a time when sports
projects are multiplying on this confinent. For example, what is the
opportunity cost of building and then maintaining large stadiums?2

- lIs it befter to invest in a few large stadiums to host major

sporting events2

- lIsit befter to invest in multiple basic facilities to develop the

practice of sport in the community and to allow the popula-
fion to benefit from the multiple positive externalities linked
to sport (education, health, social fies)

To make a decision, it is necessary to put instruments in place,
which improve decision-making.

Decision-making

The preceding examples of contested projects belong to what
some schools of thought call imposed major unnecessary projects.
This makes it possible to understand that the hosting of mega-sports
events could be compromised, even in industrialised countries, be-
cause of the increasingly heavy opportunity cost. This is the reason
why several candidate cities for the Olympic Games (OG) withdrew
their bids following a referendum amongst the population. Take the
Winter Olympics for example.

The refusal to host the 2026 Winter Olympics in Calgary (Canadal)
relaunches the debate on the opportunity cost of such an event. It
is a real disappointment for the International Olympic Committee
(I0C), which is now in the same situation for the 2022 Games, and
why many candidates withdrew from the race (including Oslo, Lviv,
Krakow, and Stockholm). In the end, two cities remained in the com-
petition and Beijing friumphed over Aimaty (Kazakhstan). For the
2026 bid, three other cities withdrew in 2018, before Calgary: Sap-
poro (Japan), Sion (Switzerland), and Graz (Austria). There are only
two cities left in the race with Stockholm and an Italian duo (Milan
and Cortina d'Ampezzo).

In a sluggish economy, it was recognised that renovating the for-
mer Olympic venues in Calgary means less investment in schools,
roads and other public infrastructure, which is an opportunity cost
considered too great by the public.

It will therefore be urgent to return to reliable modalities for the
evaluation of the costs and benefits of the Games, but also to other
modalities in the hosting decision-making process. A referendum
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does not seem to be an appropriate instrument. A citizens' confer-
ence could be a better solution fo meet the democratic require-
ment, as citizens are increasingly reluctant to have choices imposed
on them by politicians or experts.
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Sport employment: what is the evaluation of the job
creation potential of sport?

Field definition

Sport has become a major phenomenon in modern societies. De-
spite this importance, there is still a lack of information needed for
an in-depth analysis of the role of sport in the economy. Economists
face great difficulties in measuring the economic weight, the eco-
nomic impact of sport, its social usefulness, and also its job creation
potential. Indeed, the traditional frameworks of national accounting
as they were developed in the post-war period are not adapted to
the economic apprehension of sport. Today, the project of elabo-
rating a harmonised European sports satellite account promoted by
the European Commission is progressing at a slow pace due to the
multiple methodological obstacles encountered.

In terms of sports employment, the first difficulty in designing an
observatory concerns the definition of sport itself. Indeed, depend-
ing on the definition adopted, the field covered will be more or less
broad and the collection of information more or less difficult. Beyond
a narrow definition of sport, there is a real risk of social dilution of this
phenomenon, which further complicates the task of compiling
data. For some, sporting activity is limited to regulated competitions,
for others, any physical activity can be included in the field of study.
Depending on which definition is adopted, the concept of sports
employment will be more or less broad.

Three analysis segments

Traditionally, economists distinguish three segments to character-
ise the diversity of sporting practice: professional sport, amateur
sport and leisure sport. The volume and nature of employment in the
three cases will be very different.

e Professional sport

Professional sport, or the sporting spectacle, is fully within the
commercial sphere and can be considered in part as an economic
activity like any other. It is the specific characteristics of the organi-
sation of sporting competitions that have made it possible to recog-
nise a specificity that allows it to escape the full application of com-
petition law in Europe (or of anti-trust laws in the United States). In
addition, professional sport is characterised by a great deal of het-
erogeneity. There are strong disparities between disciplines at three
levels of analysis: from an economic point of view, football largely
dominates the professional sports sector; from a cultural point of
view, individual sports are clearly distinguished from team sports;
from a territorial point of view, there are sport specificities according
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fo the location of clubs (rural, urban, host regions). The evaluation of
sport employment must take this diversity infto account, which is not
easy as information is not always available. This means that it is often
necessary to complement a quantitative approach with a qualita-
tive approach within sports organisations to improve our knowledge
of employment.

e  Amateur sport

Amateur sport is organised around a multitude of sports clubs that
either employ salaried staff to a greater or lesser extent or which
continue to operate voluntarily. The discriminating factor is the size
of these clubs, which allows them either to hire or not hire permanent
staff. It is only the largest clubs that are able to create new jobs or
maintain subsidised jobs.

e Leisure sport

Leisure sport is no longer based solely on competition and the so-
cial demand is more about health, social ties and discovering na-
ture. Faced with this evolution, sports clubs have had to change their
offer and they must now face the competition of commercial struc-
tures that have developed in the field of tourism, private coaching,
health and fitness. There is considerable potential for the creation of
sports jobs to win over new audiences (disabled, sick, young people
in difficulty, women, families, etc.) who have limited access to sports.

Information sources

The economic studies carried out give an extremely heterogene-
ous panorama of sport employment according to the scope of the
field retained. In particular, this concerns all jobs closely or remotely
linked to sporting activities: should they be counted as 'sport jobs' or
note As a general rule, economists consider three categories of em-
ployment:

- The direct jobs that belong to the main activity of the actors
in the sports sector. They can be occupied by employees or
remunerated persons and they constitute the core of the ac-
fivity (players, trainers, medical staff, administrative staff).

- Indirect jobs are found in all activities linked to the sporting
activity itself: service providers, communication, marketing,
etc. These jobs are more difficult to define than the previous
ones since they are based on the qualification of an interde-
pendence link with the core activities. The question then
arises as to how far back in the chain of interdependence
one can go to decide that a job linked to the core activity is
an indirect sports job.

- Induced jobs are similar to the economic impact of sport on
a given territory. These jobs are the most difficult to evaluate
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and in particular pose the problem of determining a multi-
plier.

The sum of these three types of jobs gives, in theory, a complete
picture of the job creation potential of sport. In practice, it is not al-
ways possible to mobilise the necessary information, which results in
more or less ambiguous aftempts to evaluate sports employment:

At one extreme, the entire sporting sector is taken into ac-
count, which, beyond its central core, includes upstream ac-
fivities (sports infrastructures, sports equipment, etc.) and
downstream activities (media, health professionals, etc.).
There is a strong risk here of overestimating real sports jobs
insofar as it is very difficult, in the upstream part of the sector,
as in its downstream part, to isolate the percentage of the
activity concerned that is determined by sport (this is partic-
ularly true of sports merchandise). The same methodological
difficulties are encountered here as in the calculation of the
economic impact of sport.

It is possible to remain with the definition of the sports sector
as conceived by the scope of the national collective agree-
ment on sport. It is limited fo companies whose main activity
is in one of the following areas: organisation, management
and supervision of sports activities; management of sports fa-
cilities and sporting equipment; teaching, training in sports
activities and vocational training in sports professions; pro-
motion and organisation of sports events. Companies be-
longing to other collective agreements are not included in
this field of the sports sector, despite their close links with
sporting activities: the golf and horse-riding sector; the socio-
cultural entertainment sector; the leisure and amusement
park sector; the social and family entertainment branch. In
the end, the sporting sector corresponds to a relatively nar-
row definition of this activity, which leads to an underestima-
fion of what qualifies as sports employment, but has the merit
of remaining at the core of sport, which does not suffer from
ambiguity.

In the end, it is hoped that economic studies in the field of sports
employment will be harmonised. Indeed, it appears that the job cre-
ation potential of sport is still poorly known. There is a need for better
information and a more precise definition of the field to be covered
to improve decision making in this area. A significant example is the
decision to reduce subsidised jobs in associations without really cal-
culating the opportunity cost of such a decision.
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Legacy: what is the long-term impact
of mega-sporting events?

Definition
e A multi-dimensional concept

The definition of the legacy of a major sporting event consists in
answering the question: what long-term footprint will this event leave
on the host territory? There is no simple answer to this question as
many dimensions of society are involved: economic impact through
the investments made in sports and non-sports infrastructures; social
impact with, in particular, the improvement of conviviality, health,
education, citizenship; political impact with soft power strategies for
better positioning of the host country on the international scene; cul-
tural impact due to the sporting values that can positively influence
the behaviour of the actors; sporting impact with the improvement
of accessibility to sport for all the public; environmental impact with
the internalisation of the external effects linked to the hosting of the
event. It will therefore not be easy to evaluate the legacy of an
eventin all these dimensions, especially as a certain number of them
belong to the category of externalities. This is why economists pro-
pose to analyse two categories: the tangible and intangible lega-
cies of major sporfing events.

e Tangible legacy
This term essentially refers to the long-term economic impact of
all the investments made to host the event and which may have
resulted in positive or negative effects on the population.

- In the case of the Olympic Games, the main positive ef-
fects concern sports infrastructures (stadiums, arenas, swim-
ming pools, Olympic village, etc.); transport infrastructures
(motorways, metros, trains, airports, etc.); urban renewal op-
erations (rehabilitation of depressed areas, new districts). All
these operations improve the efficiency and attractiveness
of the host territory by fundamentally tfransforming its eco-
nomic base. Barcelona, with the 1992 Games, is a good ex-
ample of a stalled city that, thanks to the Games, was able

to achieve international metropolitan status in record fime.
- The main negative effects concern first and foremost the
issue of white elephants, i.e., oversized sports facilities that
are subsequently no longer of any use because of the lack
of aresident club, sufficient spectator demand or funding for
maintenance costs. This is the case for four stadiums from the
2014 football World Cup in Brazil (Manaus, Brasilia, Cuiaba,
Natal) and most of the sports facilities of the 2016 Olympic
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Games in Rio de Janeiro. Then there is the whole issue of so-
cial segregation and genfrification in the vicinity of Olympic
facilities due to land speculation. The resident and underpriv-
ileged social classes cannot afford the increases in rents or
the sale prices of apartments and have to leave. Finally,
there is the issue of forced population displacement, with the
destruction of entire neighbourhoods to build Olympic infra-
structures and the questionable conditions for the rehousing
of the population.

e Intangible legacy

It concerns the evolution of the brand image of the host country,
which can evolve positively or negatively in the eyes of international
public opinion, depending on the success or failure of the event.
Indeed, major sporting events are increasingly criticised for their so-
cial or environmental aspects, which can damage the reputation of
the host country: Qatar with the 2022 football world cup at a time of
global warming; Russia and the Sochi Winter Olympics, which re-
sulted in massive destruction of natural resources and Saudi Arabia
with the hosting of the Dakar Rally at a time of energy transition. This
soft power strategy is increasingly being criticised and international
sporting organisations would do well fo ask themselves whether we
are not reaching a threshold of social acceptability of sports events
accused of wasting resources. This also applies to public opinion
within each host country, which also denounces the waste of scarce
resources when the basic needs of the population are not being
met (education, housing, health, transport, etc.).

In light of these findings, the question arises as to what the net
legacy of such events is: do the positive effects outweigh the nega-
five aspectse Would it not have been more appropriate to invest in
other sectors of activity? How do we decide?

Key Learnings

e The need for a global impact assessment

The impact studies of the programme plans initiated by the Euro-
pean Commission (Directorate-General for Employment and Social
Affairs) can be taken as a model. (Directive of June 2001). Such a
procedure could be applied to the hosting of a major sporting
event, on the understanding that for the environmental impact stud-
ies the same methodological problems are encountered. Complex
relationships between different types of impact inevitably arise;
feedback, synergies, amplification, irreversibility and latency. Territo-
rial forecasting exercises would be necessary, for example, with the
construction of scenarios. It is well known that the organisers of major
sporting events have taken too many long-term decisions too lightly.
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This is the case, for example, for the major sports infrastructures that
have become white elephants.

e The need for an opportunity cost calculation

Social utility is at the heart of public decision-making. It should be
possible to determine the social utility for a city or a country hosting
a major sporting event, but also the social utility of the projects that
have to be abandoned. This raises the problem of calculating the
opportunity cost of such events: would the investments made here
not have been more profitable for society if they had been destined
for other sectors such as education, health or transport? It is not cer-
tain that the legacy of major sporting events will live up to expecta-
tions. There are winners and losers in the legacy, and it is always the
poorer social classes that bear the brunt of the negative effects of
maijor sporting events, while the wealthier classes benefit from their
positive effects.

o The need for new participatory decision-making tools

It is now recognised that the participatory instruments used in
France to improve decision-making are not effective. This is the case
for public inquiries or the mobilisation of the National Commission for
Public Debate. These procedures have in no way prevented the ac-
ceptance of projects of doubtful social utility. In the field of sport,
the referendum on the opportunity to host the Olympic Games was
also used, but it does not seem to be an appropriate response. This
is why new participatory tools to help decision-making were estab-
lished in the 1970s, including the citizens' conference, which seems
to be very effective. According to all the evaluations carried out,
these citizens' conferences are a real success in ferms of the realism
and impact of their recommendations. They represent a major con-
tribution to decision-making and one wonders why they are ignored
in the field of sport. One could imagine, for example, a citizens' con-
ference on the opportunity fo organise such mega-sporting events,
notably the Olympic Games or the football World Cup, which are
becoming increasingly polemic.
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Economic impact: developing a standard
methodology?

Analytical foundations

The evaluation of the economic impact of mega-sporting events
is always the subject of numerous disputes between experts, while it
triggers passionate debates in public opinion on the legitimacy, or
otherwise, of countries or cities hosting such events. In its simplest
version, it is sufficient to assess the short-term economic impact. The
study then excludes the measurement of social, environmental or
long-term legacy impacts. Similarly, the impact assessment is only
carried out at the national level, and no estimate is made for each
host city, even when there are multi-site events such as the football
World Cup. This simplest approach to the economic impact is a
good opportunity to emphasise the development of a rigorous
methodology and thus avoid the over-estimation that is too often
seen in the work of many consultancy firms. It is indeed surprising to
note the differences in evaluation between private firms and univer-
sity laboratories, the former often proposing a considerable impact
of major sports events; the latter being satisfied with much more
modest results. Two points need to be discussed: the definition of
economic impact and the choice of a theoretical model.

e Definition and impact

The impact of a sporting event measures the net amount of what
the event brought to the host territory compared to the hypothetical
sifuation where the event would not have taken place. Such a
counterfactual exercise is of course very perilous. How can we
quantify what would have happened in the absence of the event?
Hypotheses are necessary in order to establish one or more scenar-
ios. These include the responsibility attributed to the sports event in
the implementation of a certain number of actions (for example
non-sporting infrastructures); the arrival of foreign tourists, which is
not necessarily linked to the holding of the event. These two exam-
ples show that there is always a risk of overestimating the impact of
a sporting event by attributing it economic contributions for which it
is not responsible. The general principle is therefore to exclude from
the calculation all investment or consumption expenditure that was
already planned by the stakeholders, even in the absence of the
sporting event. Moreover, this must be done transparently.

Furthermore, the impact must always be defined in terms of
added value and not in ferms of turnover. The aim is fo measure the
net increase in wealth in the region as a result of the event. Two ex-
amples are significant. First, there is the failure to take info account
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leakages outside the national circuit (imports, payments to service
providers outside the reference territory, repatriation of profits or div-
idends by outside owners, etc.). The omission of such leaks is the
cause of considerable overestimates of the real impact. This is a very
common error in many studies. Then there is the failure to exclude
expenditures that are not wholly or partly externally funded. Indeed,
in the case of domestic funding, if this capital had not been invested
in the sporting event, it would have been invested in other sectors
of the economy anyway. It is therefore a simple redistribution of na-
fional euros that are not added to the economy. Counting them in
the impact calculation is once again an overvaluation.

In short, many errors are commonly made as a result of an incor-
rect definition of the concept of economic impact. Whether it is in
the assessment of the economic situation without the event orin the
reasoning in terms of net income, these errors systematically lead to
a considerable overvaluation of the actual impact of sports events.

e Choice of a theoretical model

Three types of models are generally used to calculate the eco-
nomic impact of mega-sporting events: the input/output model, the
computable general equilibrium model and the Keynesian model.
These three models belong to different paradigms and the choice
of one of them is therefore not neutral. Beyond the doctrine inherent
in each model, such a choice will also be guided by the availability
of information.

The input/output model has been commonly used for many years
in the English-speaking world and is now being used by many re-
search firms in France to evaluate the secondary impact of megao-
sporting events. However, this model has been the subject of much
crificism in the academic world insofar as, by construction, it fends
to considerably overestimate the economic impact of an external
source of revenue in a given territory.

Computable general equiliorium models have often been ac-
cused of attaching more importance to theory than to data. They
can be intellectually appealing in overcoming the shortcomings of
input-output models. However, this poses a dilemma: should we use
a model that is theoretically satisfactory but that requires infor-
mation that is very difficult fo obtain, which forces concessions with
respect to the perfect model2 Wouldn't it be better to settle for mod-
els that are less sophisticated but that allow for the use of quality
information? It is the latter view that we have adopted. We prefer
less theory but more quality information that will allow the emer-
gence of reliable results.

We, therefore, advocate the open economy Keynesian model
to calculate the impact of mega-events at the macroeconomic
level and the Keynesian version of the economic base model to
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measure the impact at the sub-national level of the host territories.
An external injection of income causes an increase in demand
which leads to an increase in production and a distribution of in-
come, again leading to an increase in demand. Leakages out of
the circuit occur in the form of savings, taxes, imports and even
crowding-out effects. These three stages of the calculation present
specific difficulties in mobilising information, but the evaluation of
the primary impact (net injection) is certainly the most important
stage. Indeed, this primary impact measures the external shock to
demand compared with the territory’s economic situation without
the event. Itis at this stage of the calculation that the most accurate
possible assessment must be made, as any error in the primary im-
pact assessment is then amplified by the multiplier used to calculate
the secondary impact (indirect and induced effects). The value of
this multiplier must remain within the limits of the academic studies
already conducted.

Main sources of impact overestimation

e Failure to take the substitution effect into account

The substitution effect concerns consumption or investment ex-
penditure linked to the event that does not bring additional value
to the territory compared to the state of the economy in the ab-
sence of the sporting event. If the event had not taken place, the
actors would have spent theirincome or invested in other sectors of
activity. This is a simple substitution of expenditure and does not cre-
ate additional wealth within the economy. Four types of expendi-
ture are concerned and must be excluded from the calculation:
those of actors belonging to the event's host region; those that ben-
efit from internal funding within the region; those of occasional visi-
tors who attend the event but whose trip was already scheduled for
other reasons; those of visitors who have postponed their trip to take
advantage of the event but who would have come anyway. In all
these cases, there is a simple substitution of expenditure and not a
net increase in wealth.

e Fadilure to take the crowding-out effect into account

In terms of consumption, foreign visitors may have been dis-
suaded from coming to the host region, or local consumers may
have been encouraged to leave the region because of the sporting
event: fear of saturation, price increases or various nuisances. The
qguestion arises as to whether the expenditure of these deterred po-
tential spectators is of the same nature and magnitude as that of
actual spectators. The calculation of the crowding-out effect is not
easy. It is possible to approach it with an evaluation method that
conisists of comparing the foreign fourist attendance of a hypothet-
ical period without the event with the actual attendance.
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e Multiplier

The estimation of the multiplier is still the subject of controversy
amongst academic experts. In order to retain a reliable value, it is
possible to calculate a multiplier based on simulations of an exoge-
nous spending shock using a macro-econometric model of the EMS-
GAE type (Econometric Model for Simulation and General Analysis
of the Economy). At a sub-national level, we use a multiplier that
takes info account both the specifics of the spending agents and
the specifics of the host territory. The important thing is not to pro-
pose multipliers that are too far from the ceiling value often ac-
cepted in the economic literature: of the order of 1.3 at a macroe-
conomic level; possibly a little higher at a given territorial scale de-
pending on the degree of integration of the territory.

Key Learning

e For a standard method of impact calculation

Such standardisation would have multiple advantages:

- This would avoid the circulation of studies with serious
flaws in the impact calculation and subsequent damage to
the image of the event. Too many gross errors have been
made to date, which can lead to a rejection of this type of
expertise by public opinion. Such rejection can harm the
sporting movement and event organisers. For example, the
referendums organised to test the social acceptability of the
Olympic Games ended in rejection, as public opinion was
no longer satisfied with fanciful figures.

- Such standardised studies could be compared. It is pos-
sible to compare results obtained with the same methodol-
ogy. Sporting events could thus be ranked in relation to each
other. This ranking can be useful for the public authorities to
assess the profitability of their investment in a parficular
event.

- Finally, it would be possible to make valid comparisons
of the results obtained by standardised studies before and
after the event. This seems to us to be particularly desirable
as a means to delegitimise complacent ex-ante studies that
overestimate the real impact with unrealistic hypothetical
calculations to avoid subsequent rejection by public opin-
ion, who believe they are being deceived.

e For arelativisation of the results

Calculations of the economic impact of major sporting events
are highly prized by the public authorities and public opinion, which
see them as a criterion of the social acceptability of these events. It
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is necessary to denounce the inadequacy of putting forward an ab-
solute figure for the impact, which in itself does not make much
sense. Saying that Euro 2016 had an impact of 1.2 billion euros on
the French economy is more impressive than saying that this amount
represents 0.05% of French GDP. This only confirms the academic re-
sults of other mega-sporting events: their impact is negligible on a
macroeconomic scale. This even remains frue for the Olympic
Games.

We must also deplore the instrumentalisation of the ex-ante im-
pact calculation to justify the hosting of the sporting event. At the
very least, it is possible to calculate the return on investment of pub-
lic funds invested in the event, but that is all. It should be remem-
bered that it is not possible to justify the hosting of a sporting event
by the extent of its economic impact. This requires another decision-
making tool, the cost-benefit calculation, or even other negotiation
tools. This means that beyond a single economic impact figure,
there are more important elements to be considered, such as all the
externalities linked to the event or its long-term legacy.

Further information:

Eric BARGET et Jean-Jacques GouGuert, De I'évaluation des grands événe-
ments sportifs. La Coupe du Monde de Rugby 2007 en France, Pulim. 2010.

Eric BARGET et Jean-Jacques GOUGUET, Evénements sportifs : impacts éco-
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Andrew ZimeaLsT, Circus Maximus, Brookings Institution Press, Wash. DC,
2015.
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The economic weight of sport:
an imperfect solution?

Definition

The question of how much sport ‘weighs' in an economy seems
quite legitimate. Everyone says that sport plays a very important role
in all societies. However, it is necessary to be able to demonstrate
this, which is not easy given the availability of information. Further-
more, it appears that the concepts used must be clearly specified.
In particular, it is essential to avoid the confusion that is commonly
made between economic weight and economic impact: eco-
nomic weight simply measures the volume of activity represented at
a given time by a sector, an industry or a company, and can be
expressed in many different ways; economic impact is based on
growth theories and measures, in a given ferritory, the potential in-
crease in net wealth created by a demand shock.

The economic weight of sport can be assessed using several
types of measures: non-monetary measures (number of clubs, num-
ber of members, number of jobs, number of spectators, etc.); mon-
etary measures (furnover, added value, revenue, expenditure, in-
come, etfc.). It is the monetary measures that are generally re-
quested, but they are relatively easy to implement because of the
availability of data. The most immediate measure refers to the
method of calculating GDP, which amounts to using value-added.
This method is difficult to envisage given the accounting nomencla-
fures which are not adapted to the measurement of a phenomenon
as specific as sport, other measures are necessary. Finally, it must be
stressed that evaluating the weight of sport in an economy by a sin-
gle monetary figure does not make much sense in itself. The useful-
ness of such an evaluation lies in reasoning in relative terms: com-
parisons in fime (is the economic weight of sport increasing or de-
creasing?); comparisons in space (is the economic weight of sport
more or less important in France, compared to other major nations?)
This explains the efforts made in several countries to experiment with
different measurement methods.

Satellite account

The natfional account budgets do not allow crosscutting phe-
nomena such as sport, culture, the environment, etc., which were,
therefore, the subject of original attempts to construct satellite ac-
counts in the 1970s. The aim was to gather the information that was
scattered in the central account and reorganise it coherently. Ap-
plied to sport, three options were considered to solve the problem
of articulation with the national accounfs:
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- the integration of the satellite account into the national
framework. This solution has the advantage of overall coherence
but has the disadvantage of limiting the consideration of the speci-
ficities of sport since it has to fit into the categories of national ac-
counts;

- the autonomy of the satellite account relating to the na-
fional framework. In contrast to the previous solution, what is gained
in specificity is lost in coherence;

- an infermediate solufion between integration and auton-
omy.

Whichever option is chosen, the French and European experi-
ences show that numerous difficulties stand in the way of the devel-
opment of a satellite account for sport.

Industrial cluster

We will refer here to the Canadian work using national account-
ing to evaluate the place of sport in the economy other than from
the economic circuit. The Canadian authors start from the logic of
inter-industrial matrices a la Léontieff and use the concept of indus-
frial clusters, which group together industries linked by buying and
selling relationships around a cenftral activity. From this, it is possible
to identify those industries that are most interdependent and that
constitute the core of the cluster. To establish the results, simulations
were carried out: assuming an increase in demand for the sports in-
dustry, what are the effects on the otherindustriese For example, the
shock to the sporting goods industry clearly shows the sectoral inter-
dependence, with the other manufacturing branches in the lead,
followed by the tertiary sector (wholesale frade, insurance, finance,
fransport, services, etc.), and finally, but to a lesser extent, the pri-
mary sector (forestry, livestock, etc.); the shock to the sports services
sector shows the sectoral interdependence of the other branches
(finance, insurance, public services, wholesale frade) and, to a
lesser extent, with the two other sectors (primary and secondary).

This method also makes it possible to estimate the weight of the
sports economy in Canada, but it is not possible to compare these
results with those obtained in other countries since the methods used
to obtain them are different. The need to develop an internationally
standardised method to allow comparisons of the relative weight of
sport in national economies is again apparent. This also applies to
the analysis in terms of industrial clusters, which seems difficult to
franspose to the French case, where we have fried to develop an
analysis in terms of a meso economic system.

The economic sector of sport
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The previous notion of cluster refers to the work of industrial eco-
nomics, which considers the sectors as a way of dividing up the pro-
ductive system, and mainly analyses the purchase-sale relations be-
tween the branches of an economy. Another conception of the
commodity chainis to define it as an eco-system of relations defined
by reference to the agents' strategic fields of action. Such a defini-
fion of the industry considers agents fulfilling very different functions
(production, distribution, finance, etc.) but sharing a common inter-
est: the practice of sport is at the centre of the sector, and changes
in this area have important consequences for the other levels of the
sector; the production of sporting equipment to meet the above-
mentioned demand is shared between the public and private sec-
tors according to the opportunities for profitability; the production
and distribution of sports articles depend largely on the terms of in-
ternational competition.

From this instrument, it is possible to follow the strategies of the
different actors who are trying to adapt to the changes in the prac-
tice of sport in the context of the globalisation of the economy. It is
not up to us here to judge the relevance of this instrument which, as
always, depends to a large extent on the quality of the sports infor-
mation that can be mobilised, hence the need to develop genuine
economic observatories for sport.

National sporting expenditure

Given all the difficulties mentioned, the French Ministry of Sports
pragmatically proposed to evaluate the economic weight of sport
by summing up the expenses of the actors involved:

- Household spending on sport: purchase of services (tickefts,
courses, memberships, etc.), purchase of goods (clothing,
shoes, sports equipment, etfc.);

- Government expenditure on sport: salaries, subsidies, efc. ;

- Corporate sports expenditure: broadcasting rights, sponsor-
ship, etc.

This methodology has been critically reviewed:

- There are still many double counts, which lead fo an
overestimation of the real expenditure (for example, in pub-
lic expenditure, if the region subsidises the sports expenditure
of a municipality).

- Conversely, certain expenses are not accounted for, such as
the provision of personnel and sports facilities by local
authorities.

- Ofther expenditures can be ignored such as tax expendi-
tures, social security expenditures, and non-sports business
expendifures.
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The modification of the evaluation of the economic weight of
sport in France, taking info account these different elements, did not
greatly modify the final result, as both the under- and over-evalua-
tfions of certain expenses according to the methods used seem to
compensate each other. On the other hand, the most important
conclusion is that, if the amount of the nation's sporting expenditure
remains stable (around 1.8% of GDP), its structure has evolved with,
in particular, the decrease in public expenditure.

Further information:
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(Dir.) : Traité d’économie industrielle, Economica, Paris, 1991.
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CHAPTER VIl = THE SOCIAL FUNCTION OF SPORT

Beyond its economic dimension, sport provides the host territory
with a certain number of social externalities (insertion, conviviality,
citizenship, well-being, education, health) which conftribute to its net
social benefit. Some dimensions of this social utility of sport will be
more or less easy to quantify. Such quantification is not impossible
by the use of monetary evaluation, but there is arisk of impoverishing
these nofions: what does the monetary evaluation of the social fie
mean, for example? This is why a new social accounting of sport
must be developed and the quantitative approach must be com-
pleted by a qualitative approach.
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Volunteering: how to assess the value of volunteering
in sport?

General issues

Voluntary work is one of the human activities that have an unde-
niable aura. Indeed, we can only admire all those who put them-
selves at the service of others without asking for remuneration in re-
turn. Volunteering would thus be the bearer of values that are too
often forgotten in a productivist world: mutual aid, solidarity, coop-
eration and altruism. In addition, from a social and cultural point of
view, volunteering is a source of economic and social cohesion: in-
clusion, social bonding, well-being and citizenship. Nevertheless,
from a strictly economic point of view, volunteering, by definition,
belongs to the category of externalities, which will lead to a certain
number of difficulties and controversies regarding its measurement.

Sport is particularly concerned by this issue of evaluation. Indeed,
without volunteers, the French system of sports organisation would
be in great danger. Let us recall that in France sport is still considered
a public good with a strong commitment from the public authorities
for its regulation and financing. Faced with the current relative dis-
engagement of the State, the sporting movement fears an in-
creased recourse to market mechanisms through public service del-
egations and privatisations. The consequence could be arisk of du-
alisation between the commercial sector and the federal sector,
between solvent and insolvent participants, between the profes-
sional and the amateur world, and between efficient urban areas
and rural or urban depressed areas. It is to be feared that the market
will not be able to respond to all the demands of disadvantaged
publics or territories, all the things that the sporting movement was
able to do thanks to public support and voluntary work. It is in such
a context that the question of the evaluation of the weight and
value of volunteer sport arises.

The sporting movement wants the services rendered by all its vol-
unteers to be recognised in their rightful place for two essential rec-
sons:

- Volunteering creates economic value thanks to all the ex-
tfernalities linked to the practice of sport: health, educao-
fion, social integration, diversity, etc.

- Volunteering saves society a great deal of money com-
pared fto situations where payments would have to be
made to service providers.

Such an assessment of the weight and value of volunteer sport is,
however, fraught with problems given the gaps in the information
available.
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Physical assessment of volunteering: the specificities of sport

The weight of volunteering can be measured in three different
ways: the number of volunteers, the number of volunteer participa-
fions or the number of hours of volunteer work. According fo the lat-
est CRA-CSA 2017 survey [Prouteau, 2018], the number of volunteers
is estimated at 22 million, i.e., a volunteer rate in France of 43%, and
the number of volunteer participation is estimated at 33 million, as
the same volunteer can make several participations. It is important
fo note that this volunteer work is highly concentrated, with only 15%
of volunteers doing more than 80% of the work.

However, all these estimates should be taken with a pinch of salf,
as they are based on the quality of the surveys carried out either
amongst volunteers or the structures hosting volunteers. There are
therefore significant differences in the assessment of the weight of
volunteering since a Ministry of Education survey detected 13 mil-
lion participants in 2017 [Bastien, 2019].

Ranked by field of activity, it is the defence of rights, causes and
interests that come out on top (23% of participation), followed by
social, charitable and humanitarian activities (20%), then sport and
leisure activities (17% each), with culture representing 12% participa-
tion. Beyond this relative weight of sport volunteering, it is interesting
to note the specificities in the profile of sport volunteers compared
to other sectors:

- It offers more regular participation than occasional partici-
pation, unlike the leisure sector for example.

- It is characterised by the longest participation period (over
10 years).

- There are twice as many males as female volunteers (which
is the largest disparity compared with other sectors).

- Itis younger than in all other sectors.

- Their participationisnotrelated totheir levelof education.

The second way of estimating the weight of volunteering is to
evaluate the number of hours that volunteers have devoted to it,
which can then be franscribed into the number of FTE jobs (full-time
equivalent). According tfo the CRA-CSA survey, the overall volume
of volunteering in 2017 was between 1,320,000 and 1,460,000 FTE
jobs, mainly in associations. Sport would account for about 20% of
this, with social and charitable action coming in first place with 25%.
If on average, a volunteer spends 68 hours a year on active partici-
pation, sports volunteers spend 81 hours, in second place behind so-
cial activities (95 hours) but far ahead of leisure activities (48 hours)
and culture (60 hours).
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As with the determination of the number of volunteers, these fig-
ures should be treated with restraint. However, they relate to ele-
ments that are relatively simple to evaluate: number of volunteers
and number of hours of participation. This makes it difficult to assess
the monetary value of volunteers.

Monetary evaluation of volunteering: the ambiguities

The monetary evaluation of voluntary work poses many method-
ological problems for the economist. We find the same difficulties as
those encountered, for example, in the evaluation of domestic
work, which has given rise o numerous disputes between experts.
There are two methods of evaluation, either at market prices or cost
factors:

- The evaluation at market prices consists in determining for
a service rendered by the ‘housewife’ or ‘homemaker’
(ironing, cooking, etc.) how much it would have cost if it
had been done through the market (dry cleaning, restau-
rant, etc.).

- Factor costing involves choosing the rate at which the
homemaker would have been paid if a salaried worker
had performed their task.

The latteris the most common method used to estimate the mon-
etary value of volunteering. It is called the replacement cost
method. It calculates how much the service would have cost the
volunteer's host organisation if it had been provided by a paid
worker. This method is based on more or less reliable assumptions:

- Itis not certain that the employee and the volunteer have
the same productivity. Therefore, there may be cases of over
or under-estimation of the replacement cost.

- It is always difficult fo choose a reference salary: minimum
wage? The average salary of the sector of activity concer-
nede

- Should the salary be differentiated according to the nature
of the task performed by the volunteer?

All these choices are not neufral and they allow us to under-
stand the great variability in the estimates of the monetary value of
volunteering. There are two examples of rare attempts made in
France to evaluate volunteerism in sport [Bastien,2019]:

- Kurt Salmon published a study in 2014 on behalf of the French
National Olympic and Sports Committee (CNOSF). Based on
an estimate of the number of jobs FTE jobs that volunteering
would represent (i.e. 300,000), the firm used two reference
salaries. By using the minimum wage, the value of volunteer-
ing amounts to 7.5 billion euros, when including the average
wage in sports associations, it amounts to 11 billion euros.
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- The Centre de droit et d'économie du sport (CDES), at the
request of the CNOSF in 2018, proposed another evaluation
also based on an estimate of the number of FTE jobs (i.e.
274,000) and using two reference salaries: either the 2018
SMIC, which results in an evaluation of the voluntary work of
5.2 billion euros or the average salary of the sporting sector
in 2018, which gives an amount of 10.1 billion euros.

Other scenarios are available and they always show a wide
range of estimates depending on the assumptions made. This has
led some economists fo question the finality of such a calculation:
what is the point of using a monetary indicator to evaluate volun-
tfeering with its replacement cost by a salaried workere Wouldn't it
be better to think about the value of the service provided by the
volunteer?

The need for further research on volunteering

From an economic standpoint, volunteering is still one of the phe-
nomena that deserve more attention at a time when societal up-
heavals are in preparation in the face of the risks of the collapse of
the fthermo-industrial civilisation. Indeed, we urgently need to
reimagine the world now before reaching irreversible thresholds with
global warming or the biodiversity crisis. In this perspective, volun-
teering and the values it brings are to be promoted in order to re-
think the ‘good life' together. Indeed, it is a question of promoting
new values to replace the struggle of all against all, the permanent
economic war, by cooperation, mutual aid, conviviality and solidar-
ity, of which volunteering is a good example.

Here we find the proponents of the current thought of convivial-
ism. Let us recall that the first Manifesto (Declaration of Interdepend-
ence, 2013) drew a new doctrine of social organisation around four
principles: the principle of common humanity which must be re-
spected for everyone, regardless of race, nationality or gender; the
principle of common sociality according to which frue wealth re-
sides in the relationships between people; the principle of individua-
fion which allows each person to develop his or her capabilities; the
principle of controlled opposition which authorises conflict while en-
suring that it does not drift info destructive violence. In the second
Manifesto (For a Post-Neoliberal World, 2020), a fifth principle of
"common naturalness" and the meta-principle of hubris control was
added. Humanity's survival could only be achieved by respecting
nature and living by limiting our desires. All these principles should, in
theory, guarantee a good life fogether. The question is to know, in
practice, how to make this construction desirable for the greatest
number of people, but also to show how it is possible.

Volunteering fits perfectly into this search for a societal alterna-
five, particularly because it is representative of a symbol that could
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be at the cenfre of the social organisation of the future: gratuity
[Ariés, 2011]. This would call into question money, wealth, growth
and progress, which have been and still are sacred in our produc-
fivist societies of competition and performance. On the other hand,
a gratuity would allow us to re-engage with an ideal of family rela-
tionships, associations, neighbournoods and the sharing of common
goods. In short, gratuity frees us from the imperialism of the economy
and the market. This means that it reveals a value that is not that of
the price born of market exchange. This is a classic debate about
value in economics and the distinction between value and price.
The market value of volunteering is not necessarily what should be
measured from a societal alternative perspective. On the other
hand, it would be much more interesting to fry fo understand the
value of the services rendered by volunteers in terms of health, ed-
ucation, citizenship, integration, social ties, etc., in fact, everything
that constitutes the social utility of sport.
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Cost-benefit: towards recognition of complementarity
between quantitative approach and qualitative ap-
proach of the sporting phenomenon?

A monetary calculation

Cost-benefit analysis is a decision-making tool developed to op-
timise the use of scarce resources fo meet human needs. Thus, the
decision of whether or not fo engage in a given project will require
measuring its benefits and costs, and it will be considered legitimate
if the decision-maker anticipates a net benefit. In the case where
several projects are in competition and all show a net benefit, the
choice will be made for the one with the highest net benefit. This
general principle applies to both public and private decisions.

Decision-makers commonly use cost-benefit analysis because
this method has proven its operationality. It has been strongly influ-
enced by neoclassical theory and has undergone a twofold evolu-
tion. Initially, it was part of the unicriteria methods relating solely to
the monetary evaluation of market exchanges. The cost-benefit cal-
culation concerned only the tangible effects of the project, i.e.,
those that belong to the market sphere and do not pose major eval-
uafion problems. In a second phase, it was necessary o integrate
the non-market effects (externalities) which are much more difficult
to evaluate.

The solution has been to establish shadow prices using specific
methods of preference revelation (substitution markets, contingent
valuation, monetisation of physical effects). The principle is always
the same: the preference of individuals is used as the basis for meas-
urement and it is assumed that this preference is reflected in a will-
ingness to pay. The amount that people are willing to spend on a
good or service would be a better indicator of the utility they attach
fo it. The sum of individual willingness to pay provides the total eco-
nomic value of the goods or service in question.

Such an evaluation of externalities has been strongly contested
insofar as certain costs and benefits are not quantifiable in monetary
terms or, for which monetary quantification makes little sense. How
much is the deterioration of a country's image following the organi-
sation of a major contested sporting event ‘worth’2 How much is the
improvement in the quality of community life following the hosting
of a successful sporting event ‘worth’e

For this reason, such a monetary assessment has been increas-
ingly discussed by economists for several years. One of the most em-
blematic elements of the debate is certainly the reappraisal of the
gross domestic product (GDP) as a measure of a natfion's standard
of living.
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Criticisms of monetary evaluation

It was thus realised that GDP was not a good indicator because
it does not allow a measure of well-being; it does not measure social
inequalities; it does not allow a fair measure of environmental costs.
All this means that wrong decisions have been made based on this
indicator. There has been debate amongst experts (e.g. around the
Stiglitz et al. report [2009]) as to what could replace GDP to improve
decision-making. This debate has been structured around two ques-
fions:

- lIsit necessary to construct a new synthetic indicator of sus-
tainability? The best known is certainly the ecological foot-
print, which is a departure from monetary indicators. Many
other indicators of this type have since been constructed:
human development index, social health index, happiness
index, vulnerability index, Happy Planet Index, Genuine Pro-
gress Indicator, etc.

- Should a dashboard be developed? This involves choices:
How many indicators2 How to choose them?2 Should they be
prioritisede Everyone presently agrees that we should not
multiply the number of indicators.

Whatever opftion is taken, the real problem seems to us to lie in
the choice between monetary or non-monetary indicators. This in-
volves a real choice for society and is not just a simple technical op-
tion. This is what is at stake in the construction of new indicators to
measure what really counts: the quality of human relations, educa-
tion, health, etc. Developing new indicators and new accounting
systems is urgent. We need additional benchmarks for further poli-
cies in the service of a new social project. Material development is
only one component, amongst many others, of a nation's wealth.
Thus, in the Gross National Happiness indicator used in Bhutan, four
dimensions are taken info account: the conservation of nature, the
promotion of culture, the development of a sustainable economy
and good governance of institutions.

The restoration of quality

Beyond monetary/non-monetary opposition, there is another di-
vide with the quantitative/qualitative opposition. Indeed, there are
dimensions of societal life that are rather difficult to quantify: social
fies, quality of life, social recognition, quality of human relations, etc.
Quantification is not impossible, but there is a strong risk of diminish-
ing the content of these notions. It is therefore recommended that
monetary cost-benefit analyses be supplemented by happiness
measurements based on satisfaction surveys that allow comparisons
fo be made between areas where the units of measurement are
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different. The economics of happiness thus offers a simpler measure
than the monetary value of the agents' willingness to pay. This is why
economists are now suggesting that quantitative indicators should
be supplemented by qualitative analyses. The latter takes the form
of interviews that make it possible to identify field experiences in de-
tail and to make a judgment on the social utility thus identified.
Thanks to this type of analysis, it is possible to obtain a more serious
measure of the depth of reality than with a large number of statisti-
cal indicators.

We must insist on the complementarity of these two approaches
and above all avoid denigrating one in the name of promoting
the other:

- For a very long time, quantitative indicators were favoured
for their ‘scientificity’ even though they could be reductive.
Whether at the level of researchers or decision-makers,
quantification still holds a certain fascination. It gives the im-
pression that decisions can be made on a scienfifically
sound basis.

- Qualitative evaluation, which is more common amongst
social scientists and ethnologists, has had a much harder
time penetrating the field of economic analysis. Indeed,
the subjectivity of such an evaluation has always been a
problem for economists, who need quantitative data to test
models.

Multi-criteria analysis: an alternative?

Given the failure of monetary instruments, new analyses were de-
veloped, in particular multi-criteria analyses. From a theoretical
point of view, we find here all the influence of the criticisms made of
the concept of rationality and its use in economic science. With the
work of Herbert Simon, the principle of "limited rationality" began to
be accepted, making it possible to understand that "the one best
way" is a utopia. Experience shows that decision-makers settle for
the first satisfactory solution that comes along rather than the best
one that they may never achieve. It is no longer a question of finding
the best solution as in the cost-benefit calculation, but of informing
choices.

This is why the multi-criteria methods that appeared at the end of
the 1970s as a reaction to neo-classical analysis were infended to
be instruments to assist collective negotiation. The aim was not so
much to measure the effects of a project but rather to serve as a
negotiation. To do this, the methods had to be adapted to such a
development. The multi-criteria analysis of a project consisted of
several stages: identification of the actions to be carried out; deter-
mination of the assessment criteria; evaluation of the actions;
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weighting of the criteria; aggregation of the particular measures;
comparison of the variants.

The same methodological problems are still present: scoring,
weighting, aggregation, and comparison, but the originality of the
multi-criteria approach is that it allows stakeholders to participate at
each of these stages. It is no longer a question of imposing a tech-
nocratic or scientific study, but, through a broad participatory pro-
cess, of bringing out a compromise that fakes into account the pref-
erences of all the actors concerned.

It must be acknowledged that multi-criteria analysis also poses
formidable methodological problems and has not succeeded in
supplantfing cost-benefit analysis. The traditional calculation in mon-
etary terms is still mainly used by economists as a decision-making
tool and sport has not escaped this.

Social profitability of the sporting spectacle

Prior to hosting mega-sporting events, a social profitability calcu-
lation including all the costs and benefits, both tangible and intan-
gible, should be systematically carried out. Unfortunately, decision-
makers do not commission such studies, which would be very long
and costly, and are satisfied with lighter but more questionable jus-
fifications. This calculation of social profitability takes a back seat to
a calculation of economic impact used to justify the legitimacy of
the project, which is not correct. The calculation of economic spin-
offs only makes it possible to measure the extent of the impact
(added value or employment) of the event on the region. This cal-
culation cannot in any way be used as a decision-making tool on its
own. There is, therefore, a twofold insufficiency in this type of ap-
proach: on the one hand, the ex-ante impact calculations are often
wrong and generally overestimated yet, on the other hand, the as-
similation of a calculation of economic impact to a calculation of
profitability is completely illegitimate.

The social profitability of the event should also now include all the
externalities linked to the environment. For example, the priority of
combating climate change will require a review of our models of
generalised mobility, particularly air fransportation. This could lead
to considerable changes in the organisation of mega-sporting
events such as the Olympic Games. Should we abandon the idea
of organising major events in places that are far from the dominant
geographical origins of spectators? Should airlines be required to in-
ternalise their costs2 Should spectators be made to pay an eco-tax?
It is, therefore, necessary to educate public opinion about the need
to infroduce eco-taxes, as well as political decision-makers so that
they have the political courage to push for them. It is thus clear that
the solufions to the current global challenges cannot be technical.
The most urgent thing is to change behaviours and values in order
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to bring about a new model of social organisation, which could
completely challenge the design of mega-sporting events.

We believe that all these evaluations should not be based on a
single cost-benefit calculation made by experts. Indeed, the exter-
nalities linked to mega-sporting events are such that their evaluation
is not possible in a satisfactory manner. A negotiated solution based
on a citizens' conference seems preferable.
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Evaluation: what decision-making tools are
at the heart of sporting policies?

Definitions

It is not easy to define what exactly is meant by the term evalua-
fion. Indeed, it is used to designate a multitude of operations rang-
ing, for example, from quality control of an administrative service or
a product to the evaluation of personnel or the impact study of a
new law. In the limited framework of this article, we are left with the
evaluation of projects, plans, programmes, or policies in the field of
sport. It seems that there is no real consensus amongst researchers
on the nature of evaluation, its field, the theoretical instruments to
be used, the indicators to be constructed and the types of calcula-
fions to be made. This is why we start with two commonly accepted
general definitions:

- Evaluation is the set of analyses, methods and behaviours
that allow us to understand why and how objectives are achieved
or not, by the means that are assigned to them.

- Evaluation is also a reflection that must explain how priorities
are defined and chosen, how means and financing are determined
and selected, how constraints (regulatory, temporal, financial) im-
pose certain choices, how political ambitions must be translated
into different standards, how, once these choices have been made
and financing defined, actions are implemented, in time and
space, with operators and operations.

On reading such a definition, which underpins an entire scientific
research programme, it is clear how difficult the exercise is. To try to
build an operational approach, it is necessary to reduce such com-
plexity by starting from the recognition of a real life cycle of a pro-
ject, a programme or a policy based on three phases: develop-
ment, execution and results. At each of these three stages, it is nec-
essary to carry out a specific evaluation, commonly referred to in
the case of public policy evaluation as a strategic evaluation, an
operational evaluation and an outcome evaluation. In the field of
sporting project evaluation, we will confine ourselves to strategic
evaluation (ex-ante) and outcome evaluation (ex-post), the latter
being conceivable in the short and long term.

- Strategic evaluation: it aims to analyse the project's stakes,
make the objectives and means explicit, to reveal the un-
derlying strategy. It is a question of assessing the relevance
of the actions undertaken by the decision-makers. Here we
find analyses in terms of opportunity cost: would my invest-
ment not have been more beneficial in another project? For
example: should a football World Cup be held in South Africa
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in 2010 or in Qatarin 20222 Should we have given up on the
construction of the French Rugby Federation's mega sta-
dium? The guestion is what was the quality of the evaluation
that underpinned such decision-making? Strategic evalua-
fion poses many methodological problems that have often
led to a real distortion of the exercise. For example, to assess
the relevance of hosting a major sporting event, an eco-
nomic impact study has been substituted for a social profit-
ability study, which is not legitimate.

- Results evaluation: it aims to measure the impact of the pro-
jects or programmes on employment, income, wealth, well-
being and the economic development of the territory con-
cerned. Such a calculation can be made in the short or long
term. For example, it is customary to consider a 17-year life
cycle for the Olympic Games: a 7-year pre-Olympic period
between the date of the award of the Games and the year
of the Games; the year in which the Games are held and the
legacy after the Games stretching over a 10-year period. For
Paris 2024, CDES, in its ex-ante study, retained the three
phases 2017-2023; 2024, 2025-2034. These three phases will of
course be reassessed after the end of the Games. To carry
out such an impact calculation, there are many methods
available, all of which pose difficulties that are, more or less,
easy to solve.

Methodological issues

Both types of evaluation (ex-ante and ex-post) pose specific
methodological problems. For the ex-post evaluation, we refer the
reader to the article on economic impact.

For the strategic evaluation, it seems to us that it is the most deci-
sive but also the most delicate moment of the overall evaluation of
a project. It is a matter of determining whether the actions under-
taken are relevant to the issues, objectives and priorities discussed
during the development of the project. It is often said (by decision-
makers) that the evaluation must be neither a judgement nor a
court of law questioning the competence of the actors or the legit-
imacy of the choices made. Whatever the reasons for such an atti-
tude (which risks considerably restricting the field of evaluations), it
seems to us that the question that cannot be ignored is: whether the
actions taken are the right ones?

To answer such a question on the relevance of the actions, it is
necessary to first reflect on the stakes of the project or programme
evaluated, its objectives and priorities. It is atf this level that the the-
oretical underpinnings of the proposed actions can be appreci-
ated, which, beyond the sporting dimension, are centred around
employment, economic development and economic and social
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cohesion. It is therefore important to assess whether the action pro-
gramme is perfinent to the objectives, i.e., whether it is genuinely
based on an analysis of the match between these actions and the
objectives to be achieved.

Many controversies have arisen around this evaluation of the pro-
ject'srelevance. In particular, it is a question of knowing who should
pronounce on such relevance, and consequently, two types of
evaluation can be envisaged: an external evaluation carried out by
experts; an internal evaluation carried out by decision-makers. Here
again, these two types of evaluation can be considered comple-
mentary, the first giving a rather technical vision while the second
inevitably integrates institutional and political dimensions. Whatever
the formula adopted, it is impossible to avoid the fact that the actors
involved in the strategic evaluation will have to make value judge-
ments. The question then arises as to the type of norms against which
such assessments are to be made, and controversy may arise in this
regard:

- Can we consider that there are theoretical models that
have governed the decision-making? It would then be suffi-
cient to compare theory and reality to validate or not the
decisions. There are many examples to illustrate the theoret-
ical origin of certain actions: the role of transport infrastruc-
fures in economic development, the basic nature of certain
activities (tourism, sport, export industries, efc.), the im-
portance of the spatial proximity of economic activities, etc.

- Conversely, should we consider that the proposed actions
result from the decision-makers’ beliefs, which thus constitute
a model2 What is tested would not be the direct result of a
theoretical model but rather the consequence of the deci-
sion-makers' adherence to a certain number of beliefs that
are more or less scienftifically validated but which have se-
duced them.

The first case would be an expert assessment and the second
would be a decision-maker's assessment. It is not for us to determine
which is the best way to proceed, but it is necessary to be aware
that the nature of the evaluation will be completely different:

- Assessing the legitimacy of actions in the light of a theory
comes down to judging the usefulness of said theory in the
development of a policy, which, scientifically speaking, may
shock the most positivist. The positive/normative quarrel can
be found in economics. Nevertheless, this approach can be
very practical in the event of an unfavourable evaluation as
it is the theory that will be called info question, not the deci-
sion-maker!

- Assessing the relevance of a programme to the beliefs of de-
cision-makers is more consistent with policy evaluation but
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more dangerous for decision-makers who may be chal-
lenged through their proposals. Nevertheless, this procedure
can be an instrument of progress by encouraging the aban-
donment of outdated beliefs and the adoption of a new
value system more in line with current reality.

These two conceptions of evaluation should be carried out to-
gether, as they are not completely independent of each other.
There is no pure form of evaluation: a theoretical model always con-
tains largely explicit values, whereas beliefs always have a more or
less distant link with a theoretical model. Yet, whatever the mode of
evaluation, there is always an unresolved question about the step
from evaluation to decision-making. It does not seem legitimate o
us to go directly from one to the other without providing for a phase
of negotiation between all the parties concerned by the project,
especially the citizens.

From evaluation to negotiation

e Citizens’ conference

One way of improving the social acceptability of hosting mega-
sporting events would be to get all the actors around the negotiat-
ing table. A public debate should be envisaged, insofar as the or-
ganisation of such events is not only a sporting matter but involves
real social choices. Experience shows that if properly trained and
informed, a panel of citizens can give opinions that are just as rele-
vant as those of patent experts. These citizens' conferences are con-
sultative mechanisms set up within small groups of people solicited
by the public authorities o give a reasoned opinion on controversial
projects or issues.

Citizens' conferences were born out of the observation that sci-
entific expertise was being instrumentalised to serve private interests,
following a number of scandals (contaminated blood, mad cow dis-
ease, asbestos, etc.). Moreover, to inform the decision of elected
officials, the usual procedures have proved ineffective: referen-
dums, surveys, public debates, and public enquiries. Conferences
have been set up since the 1970s to compensate for these various
shortcomings, mainly in Northern European countries, but since then
have gradually extended to other regions.

To be successful, a citizens' conference must meet a certain num-
ber of conditions and, in this case, it becomes, alongside experts,
elected officials and the associative movement, the fourth partner
traditionally neglected in the elaboration of public choices. Thanks
to the participation of ordinary citizens, participatory democracy
has been set up to compensate for the laxity of representative de-
mocracy. The hosting of mega-sporting events could then be the
subject of citizens' conferences on the most controversial points,
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such as the measurement of the intangible legacy, the social utility
or the opportunity cost of these organised events.

e Olympic games

The main criticism levelled at the hosting of these mega-sporting
events now concerns their excessiveness. A citizens' conference
could be tasked with analysing the scope of this crificism around
four questions:

- What are the consequences of organising such an event from
an economic, social, ecological and geopolitical perspective? The
citizens will be informed by the best experts on the global impact of
the event with a convincing justification of the results, a discussion
on the conftroversies of the methods and the difficulties of measuring
the externalities.

- For whose benefit and to whose detriment is the event being
hosted? This implies a reflection on the people affected, on the
rights that are often flouted and on the most disadvantaged popu-
lations during the organisation of mega-sporting events.

- What are the nature and consequences of the decision-making
processe The citizens' conference will have to pronounce on the rel-
atively democratic character of the decision-making process, the
risks of corruption, etc.

- What is the overall project for hosting the event?2 The success of
a mega-sporting event depends above all on its inclusion in a re-
gional project. Territorial foresight exercises are necessary, for exam-
ple, with the creation of scenarios. It is widely acknowledged that
foo many long-term decisions have been taken far too lightly.
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Externalities: how to define and internalise the effects
linked to the sporting spectacle?

Definitions

The notion of external effects was infroduced into economic the-
ory by Alfred Marshall who, to explain the increasing returns in indus-
fry, put forward two elements: infernal economies of scale (size of
the production apparatus) and external economies of proximity
(the industrial district). Subsequently, economists will have ever more
recourse to this notfion with the rise of environmental concerns and
the appearance of negative externdlities linked to it. It was Cecil
Pigou in particular who, as early as 1926, proposed the internalisa-
tion of negative externdlities by infroducing a tax equal to the value
of the damage caused. It was not until Ronald Coase and his Social
Cost Theorem (1960) that another form of internalisation was intro-
duced through the negofiated exchange of property rights on the
market.

Sport has not evaded this issue. It produces positive externalities
(social peace, social ties, job creation, etc.) but also negative ones
(hooliganism, doping, etc.). Remember that an externality is the im-
pact of an individual's actions on the well-being of others, without
this impact being taken into account by the market. If this impact is
negative, it is called a negative externality or external diseconomy;
if the impact is positive, it is called a positive externality or external
economy.

Applying this definition to sport, amongst the most representative
positive external effects, we can retain certain social consequences
of sporting practices such as the improvement of health, the exten-
sion of life expectancy, the reduction of absenteeism, sick leave at
work, social infegration and the reduction of social pathologies. At
the level of the sporting spectacle, the improvement of the social
link, the national identity and the image of the host territory are usu-
ally considered. Amongst the most significant negative externalities
are: the damage caused by sporting activities in sensitive natural
areas or by mega-sports eventsin natural areas (noise, erosion, fram-
pling, pollution, etc.); certain consequences of intensive sporting ac-
fivities (doping, accidents, ilinesses, etc.); nuisances linked to the
presence of large infrastructures (noise, visual nuisance, urban inte-
gration, etc.); nuisances linked to the sporfing goods industry (pollu-
fion, efc.). As this field of externalities is too broad to be dealt with in
this article, we will limit ourselves solely to the example of the sporting
spectacle. For the externdlities linked to sporting practices, we refer
the reader to the article "value”.
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e Positive externadlities

Overall, the sporting spectacle produces two main types of pos-
itive externalities: social ties and territorial dynamics.

The social tie created during a sporting spectacle depends on
the size of the event, the type of sport and the public it aftracts -
including its location. It can nevertheless be admitted that sporting
events generally improve social cohesion, community spirit, and
even produce social recognition (ethnic minorities, young people
from underprivileged areas, women, etc.). This is due to the fact that
sport conveys universal values that can be disseminated on a large
scale thanks to the media.

In terms of territorial dynamics, externalities can take the form of
positive social consequences resulting from the economic impact
of the sporting spectacle (reduction of tensions linked to unemploy-
ment, delinquency, drugs). These externalities can also consist of the
improvement of the brand image of the territory from both an eco-
nomic and social point of view, which can reinforce its attractive-
ness. There is also a sense of pride amongst the local population that
can be a factor in improving productivity, as well as synergy effects
because the sporting spectacle can bring fogether actors who are
not normally used to working together.

¢ Negative Externalities

As before, these also concern social relations and tferritorial dy-
namics but affect them negatively.

The negative impact of the sporting spectacle on social cohesion
takes the most common form of hooliganism but also of the loss of
credibility due to covert abuses (doping, cheating). Thus, the sport-
ing spectacle eitherreveals the rejection of others or relegates sport
to being just another economic activity.

From the point of view of territorial dynamics, negative externali-
fies take many forms: expropriation of residents and destruction of
working-class neighbourhoods; forced displacement of the popula-
fion as well as spatial segregation and gentrification.

Modalities of internalisation of external effects

e Constraints

Both sporting and non-sportfing institutions can use a variety of in-
struments fo internalise sporting externalities. Traditionally, a distinc-
fion is made between regulatory instruments (standards, authorisa-
tions, bans, etc.) and economic instruments (taxes, subsidies, loans,
etc.). We will confine ourselves here to giving just a few illustrations
of these instruments.

Since the 1st World Conference on Sport and the Environment
held in Lausanne (1996), the IOC has officially embarked on a policy
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of internalising environmental externalities in several ways: raising
awareness of environmental issues at all levels of the Olympic family;
taking the environment into account in the awarding of the Olympic
Games through the Olympic Charter, and complying with the Sus-
tainable Development Goals (SDGs) established by the UN.

The international federations have affirmed their desire to impose
new environmentally-friendly operating rules on their affiliated no-
fional federations. The proposals concern, for example, the choice
of location for mega-sporting facilities; measures to limit and strictly
regulate competitions in the natural environment; the grouping of
sporting facilities for energy-saving and proximity purposes; the revi-
sion of the formats of sporting competitions to minimise fravel and
reduce greenhouse gas emissions; the integration of the environ-
ment in the specifications for the organisation of mega-sporting
events (water, energy, waste, fransport).

At the European level, one could imagine a system of equalisa-
tion between professional and amateur sport. As the sporting-spec-
tacle industry benefits greatly from the externalities generated by
amateur sport, it may be legitimate fo set up equalisation instru-
ments between these two sectors. Two sources of revenue could be
tfaxed: sporting abuses (doping, lack of academies in clubs, specu-
lative player transfers, etc.) and commercial products of the sport-
ing spectacle (TV broadcasting rights, by-products, sponsorship,
sport betting). Yet such a system does not exist!

e Voluntary agreements

It is certainly in the direction of voluntary agreements that the or-
ganisers of sporting spectacles should commit themselves to in order
fo give credibility to competitions marred by multiple allegations of
doping, match-fixing, fixed betting, corruption, etc. The organiser
would undertake to respect a charter or code of good conduct. In
such a context, doubts may arise about this type of instrument,
which is considered to be intended to divert the vigilance of con-
sumers and public authorities. This means that to be effective, vol-
untary commitments must meet at least two conditions:

- itis necessary that third parties exert credible threats: spec-
tator boycotts or suppression of sponsor support.

- the implementation of actions must be monitored by inde-
pendent inspectors and a sanction mechanism must be established
in the event of non-compliance. We are therefore seeing increasing
non-governmental organisations (NGOs) (WWF, Greenpeace, efc.)
taking part in monitoring operations, for example, for the Olympic
Games. In the event of non-compliance, the organiser runs the risk
of a media campaign that would damage its reputation. Nike has
experienced this concerning the issue of child labour.

191



Further information:

Jean-Francois BOURG et Jean-Jacques GOUGUET, Economie du sport, Re-
péres, 3¢me édition, La Découverte, Paris, 2012.

Julie DucHATEL (Dir.), La coupe est pleine | Les désastres économiques et
sociaux des grands événements sportifs, Geneve, CETIM, 2013.
Gregory MANKIW, Principes de I'économie, Economica, Paris, 1998.

Related articles: cost-benefit, evaluation, legacy, economic impact, so-
cial utility, value.

192



The future of sport: what sport in a world of degrowth?

General issue

It is not possible to think about the future of sport without thinking
globally about a new social project. Indeed, the current dominant
economic model has reached a dead end and there is still no con-
sensus on an alternative. Perhaps the global pandemic of COVID-
19 will accelerate the realisation that its origin lies in the destruction
of natural resources by an economic system dominated by the
search for maximum short-term financial profitability. All recent
global pandemics (AIDS, Zika, Ebola, SARS, HINT, etc.) have origi-
nated in the animal kingdom due to the disappearance of ecosys-
tfems that bring us closer to animal reservoirs and, to widespread mo-
bility - which facilitates epidemics. The main factors at the origin of
zoonoses are therefore well known: the destruction of nature, inten-
sification of agriculture, industrial meat production, and trade in wild
species. This systematic destruction of life is not sustainable and we
must break with this capitalist system dominated by a logic of short-
term profitability.

Beyond this crisis of life, there is also the denial of the question of
planetary limits. As Kenneth Boulding pointed out, "anyone who
thinks that infinite exponential growth is possible in a finite world is
either a fool or an economist”. The planet is reaching thresholds of
ireversibility with global warming or the collapse of biodiversity,
which calls info question its habitability for the human species.

The whole issue of social choices is therefore raised in a new way.
In a world of growth, it was possible to saftisfy all the demands in
terms of fransport, education, health, housing, leisure, etc. In a lim-
ited world, it is a zero-sum game that is required, hence the question:
how to make trade-offs2 This question is all the more difficult fo re-
solve because it is necessary to take into account the will of public
opinion and decision-makers to implement, or not, a sustainable
economic model. If we refuse to change our lifestyles, we come
back to Cournot's conclusionin 1830 in his work on the coal question:
either we burn everything, which is the end of civilisation and colos-
sal; or we manage the coal stock as a good parent to ensure that
future generations benefit as much as possible. If we accept a new
model of sustainability, we will clearly have to accept the conse-
quences. The world's resources are shrinking, with a number of peaks
that cannot be resolved (oil, fossil resources, metals, arable land).
We will therefore have to give up certain types of consumption and
ask ourselves how to organise this degrowth:
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- Some choices will be relatively easy fo make and they will be
possible at an individual level (reducing the consumption of
meat, fish, milk, eggs or food waste).

- Other constraints will be much more difficult to accept, such
as the reduction in long-distance mobility (air travel, sea
cruises) or the purchase of a large car (SUV).

- Beyond individual choices, social choices will also be fairly
easy to make by populations, countries, institutions and com-
panies whose interests are threatened.

In the end, degrowth risks being partly liberticidal compared to
our current world of unlimited growth, i.e., without constraints. From
this, two questions arise: what global project for societye What con-
sequences for sport?

A new global project for society

In the years to come, three elements will be at the heart of the
reconstruction of our societies: consideration, sobriety and reloca-
fion.

e Consideration

This first principle consists in recognising the planetary limits and
the need to finally stop the destruction of nature. We must recon-
nect with nature and respect it. This question of the limifts fo growth
is not new in economic thinking, but it was certainly the Meadows
report of 1972 that gave the first warning. It clearly stated that the
planet's carrying capacity would be exceeded, but the tone of the
report remained resolutely optimistic. In 1972, there was still no
awareness of the urgency of the situation and the catastrophe was
thought to be in the long term.

In 1992, these forecasts were updated at the Rio World Confer-
ence, the second Earth Summit, following Stockholm in 1972. Even
then, it appeared that the planet's carrying capacity had been ex-
ceeded due to deforestation, climate change, loss of biodiversity,
etc. However, the authors of the 1992 report were also optimistic
that the world economy would be able to be kept within the limits
of sustainability. This hope was deflated with the insufficient results of
Agenda 21 set up after Rio, followed by the failure of the Johannes-
burg conference in 2002. Today, the authors are more pessimistic
and regret that we have wasted about thirty years. This is also the
meaning of the warning issued in 2017 by the international scientific
community. No one today can say that we did not know. Nor can it
be said that the decision-makers did everything in their power to
avoid the catastrophe. The active denial of the environmental issue
on the part of decision-makers is impressive and the way out of the
crisis will require a public debate on two essential points: the deter-
mination of a hierarchy of needs according to the limits of the planet
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and the modalities of implementation of a resilient territorialised
economy.

e Sobriety

The notion of need is cenfral fo economic analysis, even though
there is no in-depth study of this concepf. It is a simple fact that hu-
man needs are unlimited in the face of scarce resources to satisfy
them. It is, therefore, necessary to make choices where rationality is
ensured by the economic calculation of maximisation under con-
straint.

At the social level, this gap between unlimited needs and scarce
resources poses the problem of setting priorities and the hierarchisa-
tion of needs. How can we draw the line between the useful and
the futile? We always come back to the problem of the finality of
economic activity. We must recognise that the driving force of cap-
italist society is not the need to be satisfied - but profit. As a result, a
minority decides for the maijority which needs to satisfy according to
the logic of profit. Therefore, it is necessary to dispose of a produc-
fion oriented not towards what is useful but towards what is profita-
ble. Once again, we find the paradox of value shown by the gap
between use value and exchange value. Jacques Ellul had thus de-
nounced the multiplication of gadgets, that is to say, goods that
have a high exchange value despite a use value close to zero.

However, we must not remain solely af the level of supply and ask
ourselves what the demand is for the productive sector. The im-
portant thing, in the context of scarce resources, is to determine
what our essential needs are. Three organisational principles can un-
derpin a new social construction: sobriety, i.e., limiting our needs;
productive efficiency, i.e., savings in production; and the use of re-
newable resources while respecting their renewal rate. It is the first
point on sobriety that is being debated. The objective is to reduce
our ecological footprint to less than one planet, which means sorting
out our consumption. This brings us back to the problem of the dem-
ocratic determination of needs to decide what is superfluous and
what is necessary.

e Relocation

Our economies now operate on a just-in-time basis, tens of thou-
sands of kilometres away. Stocks have not disappeared, but they
are constantly circulating in planes, boats, trucks and trains. This
widespread mobility is no longer sustainable in an era of dwindling
energy resources and accelerating global warming. Moreover, this
functioning of the global economy has led to a very great interde-
pendence of national economies relative to each other. This is al-
ways a consequence of Ricardo's theory of comparative ad-
vantages, which justifies globalisafion. Such interdependence can
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be very dangerous if one part of the sector supply chain fails. Ac-
cordingly, all our economies have become very vulnerable.

It would be desirable to set up a new productive system that is
both resilient and sustainable, which implies a relocation of the
global economy. Such a change is difficult to envisage in the con-
text of a liberal economy of generalised competition between
countries and with fiscal, social and environmental dumping. Rather
than seeking maximum competitiveness at all costs, it will be neces-
sary to build resilient and autonomous territories that allow basic
needs to be met. This restructuring will not happen instantly and
small-scale experiments are desirable. In France, for instance, they
could be part of a radical reform of regional planning. Instead of
large metropolitan areas, which are increasingly unviable in a time
of global warming, we could imagine a network of small, dense cit-
ies linked by a public transport system. On this territorial scale, it is
possible to organise short supply circuits with agro-ecological pro-
duction. Other basic needs can also be equally satisfied at the local
area level: education, health, leisure, housing, and above all, social
ties.

Consequences for sport

Three dimensions will heavily impact the organisation of sport us-
ing this new model: mobility, competition and practice.

o  Mobility

Primarily, amongst the numerous problemes, is the carbon footprint
of mega-sporting events, which depends largely on mobility. For ex-
ample, for the 2010 football World Cup in South Africa, international
fransport alone accounted for 67.4% of the total carbon footprint
used in the mobility of players and spectators. It is in such a context
of questioning generalised mobility that it is interesting to analyse
prospective work on the evolution of lifestyles in France in 2050, in
relation to global warming [IDDRI, 2012]. Five scenarios have been
constructed and can be grouped into three sefts:

1 - The headlong rush. These first two scenarios are those in
which we do not want to give up consumption and comfort. The
sporting spectacle is maintained. There are no restrictions on mobil-
ity through supra-national regulations to combat global warming.
Moreover, performance remains at the heart of the system, espe-
cially in the second scenario, which could see competitions open to
cyborgs. Nevertheless, mobility is becoming increasingly expensive
and is reserved for the elite, who do not necessarily want a sporting
spectacle. Under these conditions, the profitability of such an event
is questionable.

2 -The transition. Here, we have a plural society in which a part
of the population leaves the productivist way of life to adopt a
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degrowth lifestyle in rural areas. The other section of the population
lives in urban areas. The global sporting spectacle is no longer pos-
sible because of the high cost of long-distance mobility. We could,
logically, see the disappearance of competitive sport, either out of
necessity because of the energy shortage, or out of a change in
values brought about by the alternativists and in particular the ques-
tioning of performance at all costs.

3 - The paradigm shift. By the 2030s, there will be a growing
awareness of the need to regulate all common goods. It is the im-
plementation of environmentally friendly lifestyles with the abandon-
ment of air transport, the individual car and the adoption of reason-
able consumption and reduced mobility. In all cases, travel be-
comes rarer, slower and longer. The ethic of voluntary simplicity is
becoming more widespread - by necessity. The search for perfor-
mance is no longer at the heart of society. In such a context, the
sporting spectacle is bound to disappear.

e Competition

We must invent a new economic system based on values other
than those of productivism. In particular, cooperation must replace
competition. This means putting an end to the quest for competi-
tiveness at any price with fiscal, social and environmental dumping
in the context of a merciless economic war between nations. This
idea of cooperation was infroduced by Pierre Kropotkin (1938), who
reformed Charles Darwin's thinking on the survival of the fittest. In-
deed, mutual aid is much more widespread in nature than compe-
fition. The species that are able to cooperate survive best in a crisis
or shortage. Competition is deadly, and conversely, cooperation al-
lows everyone to survive. The liberal ideology based on competition
is, therefore, based on an erroneous idea.

Faced with the current civilisational crisis, to rebuild society, re-
searchers grouped in the doctrine of conviviality have proposed a
second Manifesto of convivialism entitled "for a post-neoliberal
world". It proposes building a new world around five primary objec-
tives: the fight against hubris and the reduction of inequalities; the
relocation of the world economy; the preservation of the environ-
ment cenfred around new lifestyles; the reintegration of those ex-
cluded from the labour market; the mastery of technology, espe-
cially artificial intelligence.

In such a society built on the principle of cooperation, sporting
competition could disappear and be replaced by 'playing'. This
would be areturn to ‘the game’ afterits disappearance at the time
of the industrial revolution of the 19th century in England and its re-
placement by ‘sport’. Unlike the game, in which the aim is the simple
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pleasure of participating, sport and especially the sporting specta-
cle imposes the need to win or to maximise performance. It could
therefore impose a new concept of sporting practice.

e Sporting practice

We must hope for the advent of a new model of social organisa-
fion based on the ideas of sobriety, conviviality and cooperation,
and move away from the current model of the 'war of all against
all'. In this perspective, the practice of sport and the values it con-
veys can contribute to the establishment of such a model, which
requires a fundamental change in individual behaviour.

One of the greatest obstacles to these behavioural changes is
the fear of the defenders of Progress who are scared of returning to
the dark ages. Many people are not prepared to give up their cars,
televisions and ftelephones to adopt a more frugal lifestyle for the
sake of future generations. We must therefore insist on the fact that
the renunciation of gadget consumption can be largely compen-
sated for by eco-compatible relational activities. In part, it would be
sufficient to encourage a shift in demand from traditional goods with
a high negative ecological impact to environmentally friendly relo-
tional goods to maintain a high level of well-being while at the same
time assisting in the reduction of GDP.

The just and sober society to be built is not a return to the past but
the implementation of an alternative, vibrant and enriching model.
It is only in this way that meaning can be restored to the many lives
that are solely focused on consumption. From this perspective, the
consequences for the sporting spectacle are considerable. Today,
we need popular education movements to transmit other values
necessary for harmonious good living together, rather than the
spectacle of a few indecently overpaid stars. The great sporting
events would then give way to disinterested sport simply for pleas-
ure, health, conviviality and self-fulflment and no longer for gain,
records or victory at all costs.

Further information:
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soutenable, Seuil, Paris, 2014.
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Social utility: how can the social functions of sport be
measured and recognised?

General definition

Social utility is a very difficult concept to define because it is em-
inently subjective. Moreover, it competes with many other concepfts
that are close to it: common good, general interest, social responsi-
bility, happiness, well-being and public utility. It is therefore neces-
sary, on one side, to define the nature of social utility and, on the
other, to specify its content.

¢ Nature of social utility

Researchers agree that the term ‘social utility’ attached to an as-
sociation or a project refers to the collective benefits they bring, thus
making it possible to justify tax exemptions or diverse forms of sup-
port:

- The first collective benefit is macroeconomic: the social dis-
utility avoided. The first example is the activation of passive
expendifure on unemployment. An unemployed person re-
furning to work pays taxes, pays social confributions and
consumes. It no longer costs society to do nothing. The ex-
penses incurred can thus generate a net social benefit. The
value of the service provided by a rehabilitation association
is measured by this benefit. Then there is the example of
structures for the integration of young people in difficulty,
which will make it possible to avoid the social costs associ-
ated with delinquency, drugs, dropping out of school, etc.
Finally, there is the example of ecological associations which
generate social benefits thanks to the actions carried out
against environmental degradation.

- The second collective advantage is microeconomic. It is
the production of local social fies in a given area. For
example, when a social infegration enterprise opens a
solidarity restaurant in a disadvantaged neighbourhood,
beyond the meal provided, it recreates a public link of
conviviality. This is an externality attached to the meal sold.
The same could be said of various local shops, which then
produce social utility alongside their economic activity.

e Content of the social utility

Social utility refers to various activities belonging to different fields.
From an economic point of view, activities that make it possible to
saftisfy the essential needs of people who are not able to pay (hous-
ing, training, childcare, etc.), or to contribute to the development of
a territory are considered to be of social utility. From a social aspect,
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these are all activities aimed at fighting exclusion and inequality, im-
proving social fies or improving participatory democracy. From an
ecological point of view, social utility activities include all actions in
favour of the preservation of natural resources or the fight against
global threats (global warming, biodiversity crisis).

It is in this very general context of defining social utility that the
collective benefits of sport must be placed.

The social function of sport

e European white paper

In its White Paper on Sport (2007), the European Commission de-
fined the societal role of sport - for the development of this sectorin
the Member States - around eight objectives: improving public
health through physical activity; joining forces to fight doping; fos-
tering the role of sport in education and fraining; harnessing the po-
tential of sport for social inclusion, infegration and equal opportuni-
fies; strengthening the prevention and repression of racism and vio-
lence; sharing our values with other parts of the world and support-
ing sustainable development.

We find in these objectives all the elements characterising the
general approach of social utility as a collective advantage: either
at the macroeconomic level with the social disutility avoided since
sport can help avoid delinquency, drug and alcohol consumption,
as well as various pathologies such as obesity, or at the microeco-
nomic level since sport generates social fies, integration and edu-
cation, beyond its main function around competition or physical ac-
fivity.

The implementation of this White Paper will be based on new
partnerships, with new audiences and in new territories.

e New partnerships

There could be four institutional privileged partners: health, edu-
cation, social action and urban policy, and justice. In France, it is
historically difficult to implement fransversal policies that franscend
strong administrative cultures. It will therefore be essential to reflect
on the ways in which a sporting culture, which is foo self-centred on
the sole purpose of competition, can be opened up. It will be nec-
essary to raise awareness through training operations, with stake-
holders of the sportfing movement, on the social utility of sport. If the
future of sport is to be based not only on competition but also on its
social utility then new project leaders will be needed in sports asso-
ciations. This implies new training courses for sports managers to al-
low for the diversification of club activities, contrary to the current
hyper-specialised and competition-oriented diplomas.
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e New audiences

An improvement in the knowledge of the accessibility fo sport of
a certain number of the underprivileged public seems essential.
There are indeed black holes in the precise knowledge of social cat-
egories with limited access to sport: senior citizens, prisoners, young
people from the neighbourhoods, unemployed, immigrants, disa-
bled people, sick people, etc. Field surveys or local observers should
be promoted to fill these information gaps. On this basis, it will then
be possible to evaluate the social utility of the sporting practice.

e New territories

This is the challenge for sport and infercommunality. In this per-
spective, a typology of these territories is necessary to take into ac-
count their respective specificities: deep rural; rural in the area of
attraction agglomeration; rural structured by a small town; medium-
sized cities; agglomerations; metropolises. Territorial plans for sport
are to be developed at each of these levels for equipment, training
and supervision. The objective is fo maximise the social utility that
each territory will be able to derive from it given its specific issues.

Key lessons

e A problem of evaluation

The recognition of the social utility of sport will require an improve-
ment in the evaluation of its effects. We must be able to determine
the total economic value created and therefore the profitability of
public funds invested in sporting policies. Moreover, this would make
it possible to avoid falling into a certain angelism. It is not enough o
assert that sport is favourable to social inclusion; it must be proven
and measured. Studies using labelled methods would be necessary
on this point.

This brings us back to the eternal problem of knowing how to
measure the qualitative, the subjective, and the non-market. More-
over, what sense can we make of a monetary evaluation of social
utility2 Perhaps we need new benchmarks for other policies in the
service of a new social project. Social utility is at the heart of this
debate with three conditions to be fulfilled: an ethical requirement
around the idea of social justice; a democratic requirement around
a citizen construction of indicators plus an experimental requirement
around the integration of field innovations.

e A problem of culture

If we leave a purely economic logic in terms of efficiency and
competitiveness, the problem of the social utility of sport becomes
fundamentally cultural. The welcoming of new audiences or the de-
velopment of new types of activities is a matter of debate within the
sporting movement. First of all, it is necessary to know if the sector is

202



capable of being efficient in taking care of very specific audiences.
Interesting experiments are currently taking place in the health and
social integration fields. There are still many other groups to be inte-
grated. The question is then to know if it is fundamentally the role of
the sporting movement to provide such services that are more ori-
ented towards social utility than competition. A double debate will
certainly need to be pursued: on the legitimacy of using sport to
serve other functions and, on the capacity of the sporting move-
ment to adapt to such a social demand.

In the end, the challenges for sport in the coming years seem fo
be clear. The social functions fulfilled by sport are recognised. Hence
the question: how can these new social utility missions be linked to
the services traditionally provided by the sporting movement
around competition?@

Further information:

Jean GADREY, L'utilité sociale des organisations de I'économie so-
ciale et solidaire, Rapport de synthése pour la DIES et la MIRE, Février
2004.

Alain LiPiETZ, Pour le tiers secteur, I'économie sociale et solidaire.
Pourquoi et comment, La Documentation Francaise, Paris, 2001.

Dominique MEDA, Qu'est-ce que la richesse 2 Aubier, Paris, 1999.

SOCIETE FRANCAISE DE L'EVALUATION, « L'utilité sociale. Un métacritére
d'évaluation dynamique », Les Cahiers de la SFE, n°10, mars 2016.

Related articles: cost-benefit, valuation, externalities, legacy, economic
impact, value.
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Value: a new decision-making tool based on the total
economic value of the sporting spectacle?

The paradox of value

Value is af the heart of what constitutes the very essence of eco-
nomic analysis: what are the foundations of value? What is the rela-
tionship between value and price? The first question relates to the
opposition between utility value and labour value. For neoclassical
economists, the value of goods depends on the utility that each in-
dividual attaches to it and thus conditions the willingness to pay. For
the Classicals or Marxists, the value of goods depends on the
amount of work required to produce it. This opposition between util-
ity value and labour value culminated af the end of the 19th century
in the "quarrel of methods" and saw the triumph of utility value with
that of the methodological individualism that became the standard
of scientificity in economics. The second question deserves particu-
lar attention insofar as it is common to observe divergences be-
tween value and price, which reveals market failures if we remain
within the framework of neoclassical economics.

Traditionally, economic analysis is used to distinguish between
use value and exchange value: use value is the subjective utility at-
fached by an individual fo goods and the satisfaction he derives
from their use. It is a value that does not necessarily require the ex-
istence of a market and exists for an individual isolated from his fel-
low men; exchange value is the objective measure of the capacity
of goods to be exchanged for other goods on a market. It is there-
fore a social value. The price is an expression of exchange value.

From there, we find the paradox of value when we compare
these two elements: some goods can have a very high use value
and a zero exchange value (and vice versa). This paradox is known
in economic literature as the water-diamond paradox. While the for-
mer has a high use value (water is life), it has a very low exchange
value. For the latter, its very high exchange value is not justified by
its utility. This paradox has been resolved in the history of economic
analysis by taking info account both the utility and the scarcity of
goods. Nevertheless, economic theory has been primarily con-
cerned with exchange value. The objectivity that presides over ifs
determination was more in keeping with a research programme
that claimed to be scientific, but it is at this level that one of its main
weaknesses lies. Perhaps other social choices would have been
made if economists had paid more attention to use value rather
than systematically seeking to produce what could be sold for profit
without considering the utility of what was put on the market. This is
why, in recent years, with the growing awareness of the scarcity of
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resources on a global scale, there has been an attempt to recon-
sider the issue of value. This has given birth to new concepts that are
overturning the economic calculation. Let's take the example of the
sporting spectacle.

Total economic value of the sporting spectacle

e Definitions

The use value corresponds to the actual utility felt by the con-
sumer of the sporting spectacle. The willingness to pay is partly re-
vealed by the expenditure for access to the spectacle (tickets) or
various purchases. By reconstructing the demand curve for the
event, it is then possible to calculate the consumer surplus.

The infrinsic value or value in itself of a good is its value when not
in use. How much are goods worth even if you don't use them?e Ap-
plied to the sporting spectacle, it is the utility that an individual de-
rives from knowing that this spectacle exists, with all that this can
represent from an economic, social, cultural and symbolic view-
point, even if he does not attend the event.

Option value refers to a good that does not have a high use
value today but may have a high value tomorrow. Individuals may
wish fo preserve the option to use these goods in the future. This is
the case for the sporting spectacle, where the aim is to preserve the
option of its organisation to avoid its disappearance.

Legacy value is the value attributed to giving up the immediate
use of a good for the benefit of future generations. For the sporting
spectacle, it essentially measures the value that can be attributed
fo the sporting culture as a heritage of humanity.

The sum of all these values gives the total economic value of the
sporting spectacle. As many of these values are non-market, econ-
omists have tried for the last thirty years to experiment with various
methods to reveal the agents' willingness to pay, which is not without
a certain number of difficulties.

e Methods

Several methods have been developed by economists of reveal-
ing and evaluating the preferences of individuals as a means to as-
sess the value of the environmental externalities. These methods
from environmental economics were then fransposed to the field of
sports economics:

- Substitution markets: the preferences of individuals concern-
ing the environment are evaluated by examining their be-
haviour in three markets linked to the environment: fransport
(costs), protection (expenditure) and housing (hedonic
prices). The travel-cost method has been most widely used
in the field of sports economics.
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- Hypofthetical markets: also known as the contingent valua-
tion method (CVM), are increasingly used to estimate the in-
frinsic or potential value of environmental goods. It is called
a direct method because it seeks to find out directly the pref-
erences of individuals and their wilingness to pay by way of
guestionnaires and interviews. This method has been used to
assess the non-market value of mega-sporting events such
as the Rugby World Cup or the Davis Cup.

- Indirect methods: the aim is to calculate a dose-response
relationship and then to carry out a monetary evaluation of
the physical effects. These methods have been used in the
context of the relationship between sport and health or in
the analysis of the environmental consequences of mega-
sporting events.

All of these methods are attractive in theory, but they present dif-
ficulties in application, especially at the level of information collec-
fion. Moreover, the results obtained by different methods cannot be
compared and, at the level of the same case study, the results may
differ considerably depending on the method used. These methods
must therefore be the subject of much transparency in the presen-
tation of research protocols. On this condition, it is possible to put the
results into perspective, in order to become aware of all the biases
inherent in all these methods and fo conclude that it is better to
have an imperfect method than no method at all. This implies, how-
ever, that it may be dangerous to move directly from an assessment
to decision-making without considering a negotiation between the
stakeholders involved. Furthermore, it is all the more important to
carry out this calculation of the total economic value as it is possible
to obtain a different typology of sports events than that obtained
with the criterion of their economic impact.

From economic to social

e Another typology of sporting spectacles

The legitimacy of hosting a sporting event is usually assessed by
the extent of its economic impact. This criterion is considered suffi-
cient to demonstrate to public opinion the relevance of the deci-
sion. Sports economists have long denounced the insufficiency of
this reasoning and have instead recommended a calculation of so-
cial profitability extended to externalities and using this notion of the
tfotal economic value of the sporting spectacle. Such a calculation
would be desirable to improve decision-making and avoid expen-
sive mistakes, such as the organisation of the football World Cup in
South Africa and Bratzil, or the hosting of the Winter Olympics in Sochi.

By cross-referencing the results in terms of economic impact and
social profitability, a new typology of the sporting spectacle
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emerges. Obviously, the ideal is to have an event with high social
profitability and a strong economic impact. Conversely, it is not de-
sirable to support the organisation of an event with low social profit-
ability and little economic impact. Beyond these two obvious cases,
there are two very interesting situations. Firstly, there are events with
a low economic impact but a high social utility. This is the case for
most of the world championships in ‘minor sports’, which do not
have a significant economic impact but which play an essential role
in the dissemination of sporting values. Secondly, there are events
with a high economic impact but low social utility. These are sporting
events that generate strong negative social or environmental exter-
nalities. In the latter case, the Sochi Olympic Games and the Paris-
Dakar rally are emblematic examples.

e The need for collective bargaining

The ex-ante social profitability calculation is not carried out for
many reasons: such an evaluation of externalities would be long
and costly; a simple economic impact calculation is much easier to
carry out; such animpact calculation generally gives a positive view
of the event with results that are often overestimated; the social
profitability calculation risks tarnishing the event's reputation in the
event of significant negative externalities.

Therefore, it seems unlikely that public commissioning of ex-ante
studies on the social profitability of sporting events can be envis-
aged at a time when it is still difficult fo demand serious economic
impact studies. The solution may be to make decision-makers aware
of the existence of negative externdlities that could jeopardise the
social profitability of the event. The aim is not to carry out a true cost-
benefit study but to make decision-makers aware that there are
other criteria to take info account than just the simple economic
impact. This can also lead to an awareness of the need for collec-
tive negotiation to avoid going directly from an economic calcula-
tion to a decision.

Further information:

Eric BARGET et Jean-Jacques GOUGUET, Evénements sportifs. Impacts éco-
nomique et social, De Boeck, Bruxelles, 2010.
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nement, Précis Dalloz, Paris, 1998.
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péres, La Découverte, Paris, 2013.
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CHAPTER VIII — SPORTING ABUSES

The list of abuses threatening sport is growing. Doping, fixed betting,
match-fixing, corruption, tax havens, money laundering, etc. These
multiple cases of abuse threaten the integrity of the sporting com-
petition and sustain a climate of suspicion, which in the long term
can lead to the disaffection of the public, sponsors and patrons con-
cerning an activity that is no longer ethically acceptable.
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Doping: a product attached to competition?
Definition(s)

It was not unftil the 20th century that the terms 'doper' and 'do-
page' appeared in the French language, in 1903 and 1921 respec-
fively. They derive from the English terms 'to dope' and 'doping’ used
from 1889 onwards to designate, in the context of horse racing, the
techniques used to modify the performance of a horse. The ab-
sence of a universal and unambiguous definition of doping requires
a clarification of the concepts that characterise doping practices.
First of all, it should be noted that the use of methods known as 'dop-
ing' takes place in the context of a sporting activity, even if societal
developments have led to a broadening of this qualification to in-
clude all human activities.

In fact, doping has no legal meaning and is only punished in
sport. Doping was formalised in the 1960s with the first laws prohibit-
ing and sanctioning it. What does have legal meaning is defined by
the World Anti-Doping Code of the World Anfi-Doping Agency
(WADA) in its articles 1 and 2 [WADA, 2020, p.18-27]. Doping in the
legal sense is proven if there is a violation of one or more of the
eleven listed anti-doping rules, such as; testing positive, unable to be
located for a test, falsifying or attempting to falsify a test, evading a
test, possessing a prohibited substance or method.

The act of doping is characterised by three criteria: the effective-
ness of the device used (unfair practice), the damage to health (in
the short, medium and long term) and ethics (contrary to sporting
spirit). However, all high-level athletes use artificial devices —whether
legal or illegal — in response to the IOC's supreme injunction "faster,
higher, stronger". Like physical or mental preparation, dietetics or
fechnical training, doping is one of the many ways to 'get the job
done'. The determination of what is or is not authorised, relating to
the three criteria already mentioned is both mutable and question-
able.

Legal and illegal forms of doping

The division between legal and illegal doping is somewhat arbi-
frary and underlies several issues. With the basic principle of the
WADA World Code that doping only occurs in relation to a rule indi-
cating the prohibited devices, all substances or methods not on this
list are permitted, including doping products that, although not pro-
hibited, are effective and dangerous. In addition, all the anti-doping
test results are negative aslong as the thresholds are not exceeded,
even if prohibited products have been consumed. In addition, since
doping substances have differing detection windows, athletes can
stop their use in time to avoid a positive test.
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In addifion, some substances are prohibited in competition, but
accepted in training (cocaine, corticosteroids). Many illegal prod-
ucts are tolerated - even though the health problem may be ficti-
tious - when they are covered by a therapeutic use exemption (TUE).
Prohibited but still undetectable substances are widely used (autol-
ogous blood transfusions, generic EPO). Unknown products, or those
in the clinical frial phase and therefore not having received market-
ing authorisation (MA), are much sought after by athletes.

There are several forms of doping: known and identifiable dop-
ing; legal doping with TUEs, non-prohibited doping processes and
illicit substances tolerated up to certain thresholds; doping pro-
cesses that are undetectable or masked by other legal or unknown
products; undetected doping with unidentified substances; and
doping that is not sanctioned because of a technicality or failure to
prosecute.

The extent of doping depends directly on the definition given to
the phenomenon. For 'official' doping (offences recorded in the ap-
plication of the World Anti-Doping Code), the average proportion
of 'abnormal test results' recorded by WADA varies between 0 and
2%. Alternatively, for ‘functional’ doping (medicalisation of sports
performance outside of any therapeutic indication), the vast major-
ity of the professional elite seem to be involved.

The framework for economic analysis

Doping can be considered as one of the inputs of a production
function, complementary to talent, physical, physiological, psycho-
logical and mental aptitudes, the output of which is the perfor-
mance obtained thanks to an illicit external contribution. Sporting
excellence comes from the combination of these production fac-
tors, which are complementary rather than substitutable. Indeed,
fraining patterns, season preparation and goal planning are closely
associated with doping protocols.

The professional athlete confronted with the issue of recourse to
drugs evolves in a particular environment. Their career is short, pre-
carious and uncertain. The winners, benefiting from worldwide me-
dia exposure, are endowed with an exceptional market value and
have access to the best performance products in minimising the
risks. All athletes know that they competing within three categories
of athletes: those who do not or no longer dope (a minority), those
who dope in an artfisanal, imprudent and not very effective way,
and those who dope scientifically with undetectable and effective
synthetic molecules (the majority of the elite).

The athlete must make a choice: use some of the methods listed
by WADA, with the risk of being caught during a test and sanc-
fioned, or not use them, which means that the athlete is handi-
capped insofar as victory and records are determined by a very
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small difference, less than 0.5% in most disciplines, whereas the use
of certain doping methods can increase his or her performance by
31010 %.

The risk of a positive doping control is very low because infor-
mation asymmetries are a permanent feature of doping behaviour,
with atime lag between the start of the use of illicit drugs by athletes,
the date of their suspension by the sports authority and their possibil-
ities of being tested. Information is both imperfect and asymmetrical
since the athlete knows their doping protfocol much better than the
doping confrol authority. Finally, the risk of being sanctioned athlet-
ically and criminally is very low.

The microeconomic analysis of doping

The characteristics of doping are captured by two bodies of
standard theory [Dimant and Deutscher, 2019; Daumann, 2018;
Harms and Kaiser-Jovy, 2018]: an illegal action with the transgression
of a rule by the theory of the economics of crime [Andreff, 2019]; a
strategy to gain a competitive advantage by game theory [Eber,
2018, 2008].

The theory of the economics of crime

According fo the classical approach of consumer rationality,
which seeks to maximise an objective function (utility) under budg-
etary constraints (scarcity), the athlete is led to choose the optimal
allocation of his or her resources based on a cost-benefit calcula-
tion. Gary Becker's work on the economics of crime [1968], makes it
is possible to say that each athlete - assumed to be free and inde-
pendent - will evaluate the costs of doping against the risks of testing
positive and consequently being sanctioned or of becoming ill, as
well as the financial gains and notforiety obtained, and compare
them with the costs and benefits of an alternative and legal alloca-
tion of his resources.

The athlete will commit this cheating if the net expected ufility
(difference between benefits and costs) is greater than the disufility
of doping (risk aversion, fear of dishonour and unethical behaviour).
According to rational choice theory, depending on the results of this
cost-benefit calculation, the athlete decides whether to dope or
not.

Such a method underlines the existence of a choice to be made
between the return on this investment in human capital (doping pro-
focols, preparation schemes) and that which would be obtained by
using these resources for other activities. Between personal interest
and morality, between the successful sporting career and the length
of lifespan, between the short ferm and the long term, between pre-
sent, immediate and future goods.
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Game theory

Game theory can be defined "as the mathematical tool for ana-
lysing strategic interactions between individuals, especially when
they have divergent interests..." [Eber, 2018]. Game theory sheds
new light on the utilisation of the individual rationality postulate. In-
dividual rationality always commands an economic agent to adopt
the best response to the environment in which he or she is placed.
The 'common knowledge' of this rationality allows each actor to an-
ticipate the rational behaviour of the other agents while anticipat-
ing the fact that the latter are capable of rationally anticipating
theirs.

In the sporting domain, the performances obtained depend on
the behaviour of all the competitors, oriented in their choice by a
search for competitiveness so as to obtain a differential advantage.
Several hypotheses are put forward based on the application of
game theory and the 'prisoner's dilemma' to doping [Eber, 2018;
2008]. The athlete has a choice between doping and not doping.
Doping is efficient, or at least the athlete imagines it fo be. The ath-
lete acts rationally to achieve a goal. The preferences and strate-
gies used by athletes, regardless of their ethics, lead to widespread
doping when athletes are unaware of the actual prevalence of
doping, when the probabilities of detection and sanction in case of
a positive test are low, and when the financial, media and symbolic
incentives to perform are strong.

Doping thus becomes the dominant strategy, with everyone an-
ficipating that the other will dope. The health risk is uncertain and
remote, and the probability of being found out and punished is low.
Then again, not doping is equivalent to a certain exclusion from the
competition for victory. Without doping, the winner would be the
same and the various financial and health costs could have been
avoided. Each athlete would have an interest in avoiding illegal be-
haviour but adopts it anyway despite everything to protect himself
from a possible betrayal of the agreement.

The institutional analysis of doping

According to this heterodox approach, the primary fact is not the
freedom of individuals to act rationally, but that their behaviour and
the consequences of their choices are overdetermined by macroe-
conomic constraints. The aim is not to understand the logic of the
economic process from the perspective of the rational behaviour of
individuals, but to understand how the institutions governing the
economic system limit the social actors’' room for manoeuvre.

In the field of sport, the collective takes precedence over the in-
dividual, because the participants are rooted in a highly structured
and relatively stable environment. The act of doping appears to be
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the consequence of a complex chain of events generated by the
collective organisation of the sporting spectacle [Bourg, 2019; Bourg
and Gouguet, 2017]. Additionally, the act of doping is the translation
of an incompressible and unavoidabile risk linked to the very nature
of the sporting competition. In this new age of televised and com-
mercialised sport, the professional athlete attempts to obtain mate-
rial and symbolic gains, while equally trying to respect sport's internal
logic. They make the necessary sacrifices to be recognised, over-
come the difficulties of their profession, pursue their dream and thus
fulfil the terms of their (implicit) work contract.

The costs and benefits of doping are so high that they are neces-
sarily the result of a collective process involving various actors who
invest their knowledge and their expertise. The conditions of doping
practices are systemic in nature and result from the coordinated ac-
tion of medical personnel, specialised chemists, training technicians,
intermediaries connected to mafia networks, jurists qualified in sports
law, etc. Recurrent doping scandals have highlighted the 'visible
hand' of institutions through explicit or implicit collusion between all
the public and private actors of the sporting spectacle industry,
whether it be doping organised by the State (East Germany, West
Germany and fthe USSR during the 1970s-1980s; Russia and China
from the 2010s onwards, etc.) or by the market (Festina in 1998,
BALCO in 2003, Puerto in 2006, Lance Armstrong/US Postal in 2012).

Lessons and further thoughts

Is the ultimate explanation of doping to be found at the level of
the individual behaviour of athletes, assuming that they are guided
by the search for the maximum or minimum of an objective function
(price/cost), or even at the level of their aggregation?2 How can the
athlete who dopes be considered as homo economicus, when the
predominant behaviour is not that of an isolated agent but organ-
ised doping?

Similarly, the hypotheses of game theory through the 'sportsman's
dilemma' are insufficient to determine strategic choices in interac-
five decision-making situations based on purely rational considera-
fions, whereas massive doping practices organised in clandestine
networks are not integrated, and doping exists in many professional
or amateur sports with very low potential of symbolic or material
gains.

The theorisation of doping is not yet stabilised. The microeco-
nomic approach leads to indeterminacy and is unable to account
for the complexity of the phenomenon. The market certainly offers
the freedom to choose, but also to deceive and to be deceived.
The challenge of understanding the logic underlying contemporary
competitive sport, as well as the underlying causes of doping be-
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haviour, is important fo fry fo define more effective antfi-doping pol-
icies than those that have been implemented, without any real suc-
cess, for half a century [Bourg, 2019].

We can therefore hope for a deepening, an extension and a di-
versification of the application of the theoretical apparatus offered
by economic analysis to such a singular activity. Doping in sport
could thus allow a new look at the standard hypotheses of eco-
nomic theory.

Further information:

AGENCE MONDIALE ANTIDOPAGE, Code mondial antidopage 2021, AMA,
Montréal, 15 juin 2020.

WIladimir ANDREFF, An Economic Roadmap to the Dark Side of the Sport.
vol I: Sport Manipulations; vol ll: Corruption in Sport; vol lll: Economic Crime
in Sport, Palgrave. Mac Milan, Cham, 2019.

Jean-Francois BOURG, Le dopage, série économie, collection Reperes,
La Découverte, Paris, 2019.

Jean-Francois BOURG et Jean-Jacques GOUGUET, La société dopée. Peut-
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Economics of crime: the weaknesses of orthodox
economic analysis of sporting abuses?

Sporting abuses

From the 1980s onwards, sport became global and gradually be-
came the object of considerable financial stakes for a certain num-
ber of economic actors who could benefit from the development
lever for their activity that the sporting spectacle represents. The me-
dia, marketing agencies and mulfinational sporting goods compa-
nies are particularly concerned. The fundamental question that
arises from the arrival of new actors in the sporting sector is whether
the financial logic will not pervert the sporting logic.

The first illustration of this kind of abuse concerns the role of tele-
vision in modifying the rules of sporting competitions. Indeed, since
broadcasting rights and sponsorship have become major sources of
revenue for the professional sport sector, the television multination-
als have been in a position of power to impose changes in the or-
ganisation of the sporting spectacle to adapt it to their financial self-
interests. This is the case, for example, with the modification of the
timetable of events according to the optimal television audience,
which may result in sporting competition timetables that do not re-
spect the biological rhythm of the athletes.

This domination of financial logic is expressed above all in the
modification of sporting rules to make the sporting spectacle more
televisual: fennis with the tie-break to shorten matches that had be-
come too long for television or balls that have become yellow to be
more visible on screen; judo with the abandonment of white for ki-
monos and the adoption of blue; rugby with half-time and its com-
mercials; volleyball with the modification of the point count to
shorten the duration of matches; table tennis with a shortening of
the duration of sets and the magnification of the ball to be more
visible.

Sports authorities have had to comply with the injunctions of tel-
evision by adapting their competition formats. However, beyond
these initial abuses, the financial stakes involved in the business of
sport have attracted the interest of actors belonging to the world of
organised crime into the sporting spectacle. It is possible to group all
these abuses around three categories:

e Corruption: match-fixing, fixed-betting, mafias

These are criminal manipulations that pose a mortal danger to
the sporting spectacle. It is indeed the whole question of the confi-
dence in the integrity of the competition, which, if it disappears un-
der the influence of corruption, risks leading to a disaffection of the
public, sponsors and patrons. The manipulation of sporfing compe-
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fitions is the new scourge that threatens the sustainability of profes-
sional sport on a global scale. Organised crime uses sport and sports
betting as a means of diversifying its traditional activities (drug traf-
ficking, prostitution, arms sales, racketeering, etc.). International
criminal networks are all the more interested in sport because the
profits are considerable and the risks far less than for traditional ac-
tivities.

¢ Questionable financing: tax havens, money launder-

ing, accounting manipulations, financial doping

These fraudulent financial operations take the form of false bank
guarantees, false invoices and remunerations fo accounts in fax ha-
vens, slush funds, and artificially listed immaterial assets (players). So-
phisticated financial and accounting techniques are used to con-
ceal fraudulent operations: player transfers, retro-commissions, re-
muneration of players' agents, purchases of clubs, etc. Professional
sport has thus become a very attractive sector for many dubious
financial operations, including money laundering.

e Doping: individual doping, collective doping, state
doping
Here again, criminal networks have found a very lucrative and
low-risk market in sports doping. Drug routes, confrolled by organised
crime, can overlap with those of doping, especially as there are
common substances. Once again, international networks are in-
volved, which will make it even more difficult to put policies in place
to combat the problem.
Faced with all these abuses, most of which are underground,
economic analysis is relatively helpless.

Methodological individualism

The economics of crime proposed by Gary S. Becker is based on
neoclassical methodological individualism and is consistent with the
ambitions of the Nobel economist to explain all human behaviour
by means of a cost-benefit calculation. An individual will commit a
crime if the utility he expects from it is greater than that which he
would obtain by opting for other activities. This is the opportunity cost
of the crime. Generally speaking, by comparing the amount of the
penalty, relativised by the probability of being caught, and the
amount of the expected gain, the individual will choose whether to
engage in criminal activity or not. Such a calculation can equally
be applied to the analysis of doping or the analysis of corruption as
in the case of fixed-betting.

e Doping
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The doped athlete makes their decision after a rational cal-
culation that takes info account: his or her expected gains, the cost
of doping, the gains without doping, the risk of being convicted,
the risk of having his or her reputation tarnished and the risk of
having his or her life expectancy reduced. If the net gain is positive,
the athlete who decides to dope is rational in the sense of economic
theory. Nevertheless, such a conclusion may be rash, insofar as
two obstacles may tarnish the theoretical calculation:

- Elements of athlete arbitration are very difficult to evaluate
and integrate info a monetary calculafion. How do you
measure the damage to an individual's reputation? How do
you measure the value of human life?2

- Elements of the arbitration are missing, as the cost of
doping is not solely a maftter of individual calculation.
Factors external to the individual sphere or even to the
sporting sphere may influence the decision: pressure from
the team or the managers, professional culture, pressure
frompublic authorities (State Department), etc.

All this makes it clear that the economics of crime model will not
be able to help to fight effectively the plague of doping. The mi-
croeconomic analysis of a rational homo economicus does not re-
flect the complexity of the determinants of the behaviourof a real indi-
vidual.

e Corruption

The same principle applies as for the analysis of doping: corrup-
fionis the result of a cost-benefit calculation that includes both mon-
etary and non-monetary costs. If there is a net profit, a corrupt indi-
vidual will be rational in investing in match-fixing or fixed-betting, for
example. Nevertheless, the same shortcomings of microeconomic
analysis are also present: non-monetisable features of corruption are
not taken into account in the calculation, and many factors outside
the individual sphere are ignored. In particular, corruption today re-
quires sophisticated financial systems on an international scale to
circulate the flows necessary to pay corrupt agents and all inferme-
diaries. Such complexity cannot be addressed simply by a cost-ben-
efit calculation. Economic rationality understood as the maximisa-
fion of expected utility does not reflect the reality of the behaviour
of many economic actors. Methodological individualism is essential
to the construction of the 'pure’ neo-classical edifice, but it does not
explain a reality that is primarily social and not individual. The best
proof of this is the ineffectiveness of measures derived from the eco-
nomics of crime to try to eradicate doping or corruption.

The ineffectiveness of control policies
e Doping
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If we follow crime theory, the fight against doping should consist
in playing onthe model's levers:

- Increase testing and the likelihood of the athlete being sanc-
tioned
- Increasing the penalties for positive tests

One is entitled to ask why such measures, which have been
implemented for many years, have not produced any significant
effects. The reality shows that the perpetuation of dopingis due to
a vast chain of diverse complicities that call into question the
supposed rationality of individual behaviour.

e Corruption

Most of the proposals for instruments to combat the scourge of
fixed-betting are based onthe principles of criminaleconomics:

- Tightening of controls on the sports betting market
- Limitations on customer return rates

These measures have proved ineffective in the face of transna-
fional criminal organisations, which require coordinated policies be-
tween states to betfter combat money laundering and tax havens.

The integrity of sport is in great danger and risks toppling the whole
institution of sport. Economic research must go beyond the eco-
nomics of crime, which does not allow us to address the problem
of sporting abuses positively.

Further information:
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Sporting exception: what are the specificities of sport?

Political instrumentalisation of sport

The expression ‘the sporting exception' refers to a preconceived
idea that is still widely held in public opinion and relates to the neu-
frality of sport. However, history shows that from the very beginning
professional sport has been used as a tool by political powers, with
sporting victory appearing as proof of the superiority of the regime
that had produced it. Sport has thus been put at the service of vari-
ous ideologies throughout history.

At the end of the First World War, the first boycotts of international
sporting events between the victors and the vanquished (France
and Germany, for example) began. Between the wars, sporting
competitions amongst representatives of dictatorships and democ-
racies were used to assess which political regime was the most suc-
cessful. The football World Cup in Fascist Italy (1934 and 1938) and
the 1936 Berlin Olympics in Nazi Germany are examples of this use of
sport.

In the post-war period, it was the Olympic Games, which, from
Helsinki (1952) onwards, were plagued by medal counts considered
fo reflect the effectiveness of the polifical system behind them,
which was completely contrary to the original spirit of the Games.
This political instrumentalisation of sport is also expressed in the prac-
tice of campaigns calling for the boycott of mega-sporting events:
the football World Cup in Argentina (1978), Russia (2010) and Qatar
(2022); the Olympic Games in Moscow (1980) and Beijing (2008);
and international competitions organised in South Africa until 1991
or in Saudi Arabia (Paris-Dakar 2020). The reasons given mainly con-
cern respect for human rights.

Faced with this instrumentalisation, the sporting movement reacts
most often by putting forward a sporting exception. This false neu-
frality of professional sport with respect to politics was coupled, from
the 1980s onwards, with a strong dependence on new economic
actors that risked undermining the reality of the sporting exception.

The domination of economics

The shift of sport to the economic sphere occurred in the 1980s,
as shown by the example of Juan Antonio Samaranch, President of
the IOC, who authorised the marketing of the Olympic rings in 1986.
This shift meant the arrival of new financiers: sponsors, broadcasters,
manufacturers of sporting goods and marketing agencies. The pres-
sure of these new actors obeying a financial logic imposes itself on
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the sports sphere. The result is a weakening of the power of sporting
authorities in the overall regulation of the system. Moreover, the eco-
nomic nature of professional sport is changing profoundly under the
influence of television. Two markets are concerned: that of broad-
casting rights, which now constitute a major pillar in the financing of
sporting events, and that of sport programmes, which aftract the
main sponsors. This raises two fundamental questions: what is the bal-
ance of power between all these stakeholders, and who holds the
power? Is there not arisk that financial logic will prevail over sporting
logic? To answer these questions, three types of analysis are neces-
sary:

- Aninternal analysis of the sporting sphere to understand why
sport is not an activity like any other and to determine its
specificities.

- An external analysis of the sporting system to understand
what types of pressures and constraints are being exerted on
it. First of all, we need to know why these new actors are in-
terested in sport. Then, we must understand that sport is a
good vector for advertising and marketing. However, when
actors invest massively in sport they want to see a return on
theirinvestment - hence the risk of abuses - such as changing
the rules of the competition simply to adapt the sporting
spectacle to an audiovisual product or using technological
tools fo avoid refereeing mistakes.

- The third analysis relates to the interactions between
stakeholders belonging to the sporting sphere and those
belonging to the economic and financial sphere. It is a
qguestion of knowing what balance can be achieved
based on a double consensus. It is indeed accepted today
that we can no longer play ‘the sporting exception card’,
but it is also accepted thatitis not desirable to abandon
the sports sector to a single market and financial logic.
Some specificities must be taken info account in the regulo-
fion of the system so that sport is not freated as an ordinary
economic activity.

Sporting specificities

The example of the inclusion of sport in European competition
law is representative of the recognition of the specificities of sport. It
is Article 165 of the Treaty on the Functioning of the European Union
(TFEU), which stipulates in particular: "The Union shall contribute to
the promotion of the European dimension of sport while taking ac-
count of its specific characteristics, its structures based on voluntary
activity and its social and educational function. [...] The Union's ac-
fion shall be aimed at developing the European dimension of sporf,
by promoting fairness and openness in sportfing competitions and
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cooperatfion between bodies responsible for sport, and by protect-
ing the physical and moral integrity of sportsmen and sportswomen,
in particular, the youngest amongst them ...".

Article 165 reflects a radical change in relations between the Eu-
ropean Union and sporting institutions. For a very long time, there
was a profound misunderstanding between the European authori-
fies and the sporting world. Europe considered that professional
sport was an economic activity in its own right and that competition
law should apply. On the confrary, the world of sport considered
that there was a real sporting exception. Article 165 does not go as
far as such an exception but recognises that sport has a certain
number of specificities that must be taken into account. This might
have been enough at the time to avoid the excesses of the dereg-
ulation of the labour market, such as the Bosman ruling. It will cer-
tainly make it possible to guarantee legal certainty around financial
fair play, which could be denounced in the name of competition
law or business freedom. In the same vein, the Treaty recognises the
need fto take account of the specific organisation of sport around
the voluntary sector, as well as the social functions it fulfils. The sec-
ond part of Article 165 also defines the European vision of a sporting
policy centred on the promotion of the specificities of the European
model: defence of competitive balance and refusal of the Ameri-
can-style closure of professional leagues. In the end, Artficle 165 of
the Treaty represents a compromise between total deregulation
and sporting exception. We find again the theoretical analysis of the
search for a balance between economic competition and sporting
competition.

Further information:

Jean-Francois BourG et Jean-Jacques GOUGUET, Economie politique du
sport professionnel, Vuibert, Paris, 2007.

Jean-Francois BOURG et Jean-Jacques GOUGUET, Economie du sport, Re-
péres, 3¢me édition, La Découverte, Paris, 2012.

Related articles: Bosman ruling, volunteering, competitive balance, fair
play, North American professional sports leagues, regulation, social utility.
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Taxes: an effective instrument to fight against sport's
market failures?

Definitions

Let us recall that an externality is defined as the impact of an
agent's action on the well-being of others without this impact being
taken into account by the market. If thisimpact is positive, we speak
of a positive externality, if the impact is negative, of a negative ex-
ternality. In the presence of such externalities, the market is no longer
efficient and the equilibrium is no longer optimal. This is because ex-
ternalities distort the optimisation calculations of rafional agents
since the market sends them price signals that are undervalued
(positive externalities) or overvalued (negative externalities). This im-
plies a misallocation of scarce resources and the market fails be-
cause it no longer plays its role of regulating the economy correctly.
To put it another way, in the presence of externdlities, there is a mis-
match between social cost and private cost. If the externality is neg-
ative, the social cost is greater than the private cost and the market
equilibrium results in a gquantity traded that is greater than what
would be optimal in the absence of externalities.

In general, fo reach the optimum, private costs and benefits must
coincide with social costs and benefits. The internalisation of exter-
nal effects thus consists in leading economic agents to act as if the
costs they impose on other agents or the benefits they receive from
them were production costs or goods purchased on the market. Un-
der these conditions, the market once again plays its regulatory role
correctly, but beyond the principle, a mechanism for infernalising
external effects must be found. In economic theory, in the field of
externalities relating to the environment, two solutions have been
proposed: the one set out by Cecil Pigou in 1920, which gave rise to
the polluter pays principle, and the one set out by Ronald Coase in
1960, which gave rise to the system of fradable permits.

The Pigouvian solution consists in making the person responsible
pay a tax equal to the amount of damage caused. The essential
problem lies, of course, in the determination of the optimal level of
the tax that allows the equalisation of the social cost and the private
cost. The amount of damage caused is not always easy to assess in
monetary ferms. In practice, such an amount is the subject of nego-
fiations between stakeholders and the difficulty is often to arrive at
a tax amount that is incentive-based, i.e., sufficient to induce a
change in the behaviour of agents. In the case of a tax that is con-
sidered too heavy, the risk of a loss of competitiveness for businesses
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is denounced, especially in open economies if competitors do not
do the same.

The Coasian solution consists in restoring property rights and set-
fing up markets to exchange them. In the case of environmental
pollution, if the producers hold the property rights, it is up to the vic-
tims fo compensate them as a means to finance an anti-pollution
process; if the victims are the owners, it is the producers who must
compensate them. Moreover, Coase posed the hypothesis that
there would be no fransaction costs for this exchange of property
rights to be effective.

Under perfect conditions, the Pigouvian solution (price regulo-
fion) or the Coasian solution (quantity regulation) lead to the same
result in theory. From a practical point of view, however, economists
have asked themselves which system is easier to implement. The hy-
pothesis of the absence of transaction costs does not support the
Coasian system, and in many fields, we have seen the infroduction
of taxes that have a double advantage: they make it possible to
modify the behaviour of agents provided they are sufficiently incen-
fivised (first dividend); they make it possible to collect resources that
can be redistributed to improve the fight against the externalities
denounced (second dividend). Sport has not escaped such a de-
bate on the opportunity to infroduce a certain number of taxes. We
will take two examples of externalities with the sports labour market
and player fransfers, and with the sports enterfainment market,
which is undergoing numerous failures.

Failures in the professional sports labour market

A 'Coubertobin tax’ on the fransfer of young athletes was first
outlined in principle, and then studied at great length, in its technical
and financial aspects in the early 2000s. The aim is to curb the ap-
propriation of talent from low-income countries by rich countries,
free up new resources for the Third World to ensure real sporting de-
velopment and reinforce the universal nature of competitions in ac-
cordance with the philosophy of Pierre de Coubertin, the innovator
of the modern Olympic Games. This project of taxing sports fransfers
is in keeping with the idea of the American economist James Tobin,
who in 1978 imagined a tax on international exchange fransactions
to discourage purely speculative movements and to allocate the
revenue to development aid.

The growing number of transfers from the 1990s onwards to Eu-
rope (football) and North America (basketball, baseball) of young
athletes under 18 years of age from Africa or Lafin America raises
moral, legal and economic problems caused by practices that are
often illegal and clandestine. The continued liberalisation of the la-
bour market and its unification have made it far easier for clubs in
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developed couniries to access quality athletes cheaply. This mas-
sive recourse to talent from the Third World has increased to mitigate
the consequences of rising wage costs for European or North Amer-
ican clubs.

This tax would cover all tfransfer fees and salaries stipulated in the
first employment contract signed by athletes from developing coun-
fries with foreign clubs or agents. The host club and/or the agent
would pay this tax, which could be collected by the national sport
federations under the confrol of an ad hoc international organisa-
fion placed under the dual supervision of the UN and the IOC. The
revenue from this tax would be used to finance, in the developing
countries of origin, the construction of sports facilities, the creation
of EPS programmes and the promotion of sport for all.

The feasibility and effectiveness of the Coubertobin tax are un-
certain for several reasons. To be implemented and respected, all
stakeholders must accept this tax: athletes, families, clubs, federa-
tions and agents. Otherwise, some operators would behave like free
riders and continue to transfer athletes without paying the tax. To be
effective, this tax must be generalised to all disciplines with a profes-
sional sector and applied worldwide. For its collection, as well as for
its control, and the possible sanctions in case of fraud, the tax will
entail control costs because there are risks of bargaining and cor-
ruption. The Coubertobin tax requires active cooperation between
the sports movement, States and international organisations. This re-
quires a common will fo act and binding international legislation.
Twenty years after its conception, the Coubertobin tax is still not in
existence, even though it is regularly the subject of reflection, de-
bate and proposals.

Failures in the sporting spectacle market

The sporting spectacle is subject fo numerous cases of abuse:
doping, financial doping, dirty money, tax havens, corruption,
match-fixing, fixed betting, efc. All these abuses call info question
the infegrity of the sporting spectacle and constitute a danger to
the sustainability of this sector of activity. Economists have therefore
wondered whether the infroduction of a certain number of taxes
would allow for an effective fight against these plagues, under
which the market is currently failing. For example, doping could be
the subject of more applied economic thinking. Beyond the theory,
we should try to determine in partficular the amount of tax that
would be a successful deterrent for the user of doping products.

Taxes already exist on commercial products linked to the sporfing
spectacle (television rights, sponsorship, sports betting). It would be
necessary to better assess both their rate and their destination in or-
der torule on their potential efficiency (first dividend) and their social
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utility (second dividend). This work would also be interesting for ana-
lysing the conditions of implementation of these taxes in a highly
competitive market at an international level. One of the difficulties
encountered in the negotiations for their implementation is largely
due to the heterogeneity of tax legislation at the European level. It
is not possible to impose taxes in one country if all competitors are
not subject to the same rules. Moreover, the denunciation of the
heaviness of compulsory levies and the principle of fiscal neutrality
limit the possibility of creating new sports taxes. Academic work is
therefore needed to elaborate a global tax strategy that would al-
low the internalisation of the main diseconomies of sport. The imbal-
ances are such tfoday that the competitive balance of European
championships is pure illusion. Moreover, it would be necessary to
reflect on the use of the second dividend to support amateur grass-
roots sport, which constitutes the talent reserve of professional sport.
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Wladimir ANDRerr, Why Tax International Athlete Migratione The
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Winner's curse: can we avoid the ‘curse of the winner’?

The ‘Winner's curse’ arises mainly in four situations in sports eco-
nomics: when candidates for the award of a mega-event overesti-
mate ifs value to win at the expense of their competitors, which re-
sults in cost overruns; when North American cifies try to attract a ma-
jor league franchise from another territory by means of subsidies or
tax exemptions, this relocation being generally irrelevant from an
economic standpoint; when television channels try to acquire
broadcasting rights for competitions by paying sums higher than
their real value; when teams outbid each other to buy players at too
high a price for their financial capabilities [Andreff, 2014]. We wiill
analyse the first case, namely the winner's curse of the awarding of
the Olympics. Three other similar ‘cursed’ situations are developed
throughout the book (see in partficular 'Sports arenas', Televised
sport’, 'Bosman ruling', 'Club deficits', Transfers').

The centralised award procedure for the Olympic Games:
auctions and information asymmetry

The winner's curse reflects a recurring phenomenon in interna-
tional sport with the overrun of the costs foreseen for the organisa-
fion of the Olympic Games (or any other mega-sporting event),
mainly in terms of capital expenditure. The difference between ex-
ante anticipated costs (before the IOC vote) and ex-post observed
costs (at the end of the Games or later) is due to the bidding and
auction process itself when there are several cities in the running to
host the event. Each candidate city is obliged to bid for the event
with a more ambitious project than its competitors (the auction prin-
ciple) and accept to pay a higher cost than expected. The eco-
nomic analysis of the IOC's method of awarding the Games shows
that cost overruns are inevitable and that a deficit is likely.

The I0OC is the owner of the Olympic Games, and as such, it de-
fines the specifications of the competition imposed on the candi-
dates: technical characteristics of the sports infrastructure (swim-
ming pool, athletics stadium, dojo, skating rink, efc.) and non-sports
infrastructure (airports, telecommunications systems, motorways,
framways, etc.). The IOC alone has the power to entrust its organi-
safion. It aims to offer the best possible Olympic Games to its direct
and indirect clients (media, sponsors, spectators, and felevision
viewers), without worrying about the eventual oversizing of Olympic
facilities concerning the needs of the local population. The latter will
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have to bear the long-term costs (investment, maintenance) with-
out having the use of the said facilities, which are calibrated for high-
level practice.

In a process in which the object of the auction has an uncertain
value (no one knows the actual market value of a designation as a
host city), the winner is the one who has overestimated the value of
the object and thus won the tender (as the highest bidder) by out-
bidding all the other competitors. The winner of the auction loses
financially, as his final bid exceeds the real value of the object won
[Thaler, 1988].

Firstly, this situation corresponds to an anti-selection in information
asymmetry, a cause of 'market failures' and inefficiency, since this
phenomenon prevents the development of relationships between
the IOC and the host city that are mutually beneficial. This is be-
cause the IOC almost systematically chooses the best project for it-
self, i.e., the most grandiose and therefore the most expensive. The
IOC seldom chooses the cheapest project, as reducing the invest-
ment cost of the Olympic Games is not an objective for the |IOC
since it does not pay for them. For example, the file presented by
Madrid received the fewest votes from IOC members for the 2020
Games with a "low cost, reasonable and responsible” project.

The IOC naturally has an inferest in the bidding of the candidate
cities against each other. And it is also in the interest of these same
cities to outbid each other to increase their chances of winning. The
chosen city is the one that offers the best project. The 'best deal’ in
terms of social benefits - generally overestimated - and financial
costs - generally underestimated - [Andreff, 2012]. Anfi-selection isin
full effect: most expensive Olympic games, uncontrolled investment
budgets and very high deficit risk. Other indications reflect the exist-
ence of the winner's curse: delays in the works programme thus gen-
erating price increases from confractors, financial extensions, lobby-
ing and corruption.

Secondly, the appearance of the winner's curse in an auction
can be explained by the opportunistic behaviour of candidate cit-
ies. On the one side, they know their project perfectly well and de-
liberately underestimate the cost of the infrastructure relative to the
actual costs so as not to 'weaken' the project with prohibitive costs
and gain acceptance from the population, the contractors and the
voters. For the same reasons, they systematically overestimate the
positive economic impact expected from the Olympic Games: in
reality, the economic impact for the country of the host city is very
low, and at worst, zero or even less. Candidate cities also hide neg-
ative externdlities: the possible absence of taxpayers' willingness to
pay contributions to the Games; the opportunity cost of the Games;
the crowding-out effect with less frequentation by regular tourists
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fearing the saturation of the host city; genftrification; land specula-
fion and anincrease in property prices as well as increased pollution
and traffic jams, etc.

On the opposite side, the IOC is not in a position to verify the reli-
ability of the information provided. Exchanges between IOC officials
and candidate cities or visits to the proposed Olympic venues are
insufficient to reduce this information asymmetry. Moreover, the IOC
members' vote is based more on their personal and political judge-
ment of the bids than on their technical and financial aspects.

The winner's curse operates when the successful auction bid gen-
erates an abnormal or even negative return on investment, contrary
fo the theory of rational investment choice. The most significant ex-
amples of the negative consequences of the winner's curse of the
auction are probably, and chronologically: Montreal (1976), Athens
(2004), Beijing (2008), Sochi (2014) and Rio (2016)

The extent of the winner's curse should be assessed with an - ex-
ante and then ex-post - economic cost-benefit analysis, using the
same methodology. Further analysis should be carried out systemat-
ically and in addition to the cost-benefit analysis during the pre-bid
study phase. The opportunity cost should be approached by calcu-
lating what other investments the host city could have made with
the same amount of money spent on the Games, to verify whether
alternative projects would not be more socially useful (i.e., with a
higher net social benefit) for the well-being of the population
(schools, hospitals, social centres, etfc.).

Cost overruns as a sign of the winner's curse

However, in the absence of cost-benefit analysis and opportunity
cost calculations for the Olympic Games, one indicator of the 'curse
of the auction winner' is the underestimation of costs and its inevita-
ble consequence of cost overruns. Cost overruns are systematic as
soon as there are several bids (from 2 to 6 bids depending on the
Olympiad, except in 1984, when there was only one). On average,
for the summer and winter Olympics from 19260 to 2016, the ex-
ante/ex-post cost overrun rate is 172% [Flyvbjerg, Budzier and Lunn,
2020]. A study of all the Summer Olympics from 1972 to 2012 and alll
winter Olympics from 1980 to 2014 showed that the winner's curse is
the rule with one exception, the 1984 Summer Olympics in Los Ange-
les [Andreff, 2015].

For the Summer Olympics, the overrun rates range from 32% to
1130%: 32% for Atlanta in 1996, 93% for Sydney in 2000, 108% for Seoul
in 1988, 109% for Athens in 2004, 127% for London in 2012, 156% for
Barcelona in 1992, 171% for Munich in 1972, 247% for Rio in 2016,
385% for Montreal in 1976 and 1130% for Beijing in 2008 [Andreff,
2015; Andreff, 2012].
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For the winter Olympics, the magnitude of the overruns is admit-
tedly smaller, but remains very high, ranging from +17% to +495%:
+17% for Vancouver in 2010, +29% for Salt Lake City in 2002, +56% for
Nagano in 1998, +59% for Calgary in 1988, +82% for Turin in 2006,
+135% for Albertville in 1992, +173% for Sarajevo in 1984, +201% for
Grenoble in 1968, +277% for Lillehammer in 1988, +321% for Lake
Placid in 1980 and +495% for Sochi in 2014 [Andreff, 2015; Flyvbjerg,
Budzier and Lunn, 2020].

The only exception was the 1984 Olympic Games, which did not
result in any investment cost overruns and therefore made a profit
for the organising committee. Los Angeles, being the only candi-
date, did not have to overbid and underestimate its expenses to be
chosen by the IOC due to the lack of interest from other cities after
the financial disaster of the Montreal Olympics (1 billion dollars of
deficit financed by the taxpayer from 1976 to 2006). In addition to
the absence of competition, and therefore of bids and overbidding,
it should be noted that Los Angeles had the necessary sporting and
non-sporting infrastructure to host the Games even before its candi-
dacy.

For the 2024 and 2028 Summer Olympics, several cities have with-
drawn their bids - Homburg, following a negative referendum, Bos-
fon, Budapest, Rome and Toronto following a decision by the public
authorities — as a result, the IOC awarded the 2024 Olympics to Paris
and the 2028 Olympics to Los Angeles. In fact, and a priori, the con-
ditions for the emergence of a winner's curse have not been met. A
first indication lends credence to this hypothesis: the ex-ante cost of
the Paris 2024 Olympics is 6.8 billion euros (the cheapest since the
Sydney Olympics in 2000), with arisk of over-costing identified by the
General Inspectorate of Finance of 500 million euros, i.e., a virtual
overrun rate of 7%. These figures seem rather reasonable, if they are
confirmed ex-post, compared to the previous five editions of the
Games: Tokyo (€13 billion, December 2020 figure not definitive tak-
ing into account the additional costs generated by the postpone-
ment of the Games to 2021 due to the COVID-19 pandemic.), Rio
de Janeiro (€16 billion, 2016), London (€12 billion, 2012), Beijing (€32
billion, 2008) and Athens (€11 billion, 2004).

How to remove the winner's curse?

What solutions could eliminate the winner's curse or, at least, limit
the additional costs [Andreff, 2015]2 The first option would be to
abandon the method of awarding the Olympic Games by auction
with a competition between several candidate cities and drawing
on the lessons of the Los Angeles Olympic Games in 1984. The event
could always be organised in the same city (one for the Summer
Olympics, another for the Winter Olympics). This would put an end
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fo cost overruns and underestimates and would considerably re-
duce the necessary investments since there would no longer be any
need to build the infrastructures imposed by the IOC in different cit-
ies for each Olympiad. Only the costs of maintenance, upkeep and
modernisation of the sporting and non-sporting infrastructure would
have to be borne. This is both a radical solution and a utopian one,
as it would run counter to the commercial interests of all the sporting
and economic actors who have much to gain from a change of
location that would generate more turnover: the IOC and interna-
fional federations, television channels, sponsors, marketing compa-
nies, equipment manufacturers, construction companies, tourism
agencies, efc.

A very hypothetical alternative would be to let the IOC bear the
entire cost of the Games. There would be no more winner's curse
and no more socialised long-term costs. The IOC would continue to
choose the venue and the budget of the Games would be cali-
brated to the level of its revenues (5-6 billion euros net on average
per Olympiad). However, it is difficult to imagine that the IOC would
agree of its own accord to give up the economic advantages of its
monopoly on the supply chain of the Games.

Another solution would be for the IOC to announce that it would
choose the project that, while respecting the specifications of the
Games, would be the least expensive. This hypothesis seems unlikely,
as it foo would run counter to the I0OC's desire to have the most
beautiful Games possible every four years. This initiative would also
be counterproductive, as it would encourage the candidate cities
to underestimate the costs even more. This again would amplify the
effects of the winner's curse of the auction. Instead, the infroduction
of a ceiling on expenditure, that cannot be exceeded, to curb the
growing gigantism of the event would deprive the IOC of an eco-
nomic criterion for selecting the host city.

More realistically, a compromise could change the rules for com-
petitive bidding and the eligibility of candidates. Thus, the conse-
qguences of the winner's curse would be limited by a double re-
striction. A rotatfion by sufficiently narrow geographical zones (a
dozen in the world) would considerably reduce the number of cities
able to host the Games. A ban on bidding more than once in a cen-
tury would also limit the effects of bidding. The IOC could thus fre-
quently find itself with only one candidate city, a necessary config-
uration for the disappearance of the winner's curse [Andreff, 2013].

In 2019, the IOC, concerned about the scarcity of bids, adopted
two reforms to the selection procedure, as part of its Agenda 2020,
intending to fry to reduce the cost of the bidding process and the
organisation of the Games. A combined bid will be able to be car-
ried by several cities, regions or countries (until now only one city was
entitled to apply). A referendum will have to be held systematically
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in the candidate cities if the national legislation allows it. These
measures will likely be insufficient to reduce the winner's curse.

Despite a tendency to systematically overrun costs, with chronic
overspending of sporting infrastructures, recurrent social deficit,
overestimation of economic by-products and more than question-
able opportunity costs, the obvious question begs to be asked: Why
do cities continue to bid to host the Olympic Games (or other mega-
events)2 According to the results of a study of five editions of the
Olympic Games plus three football World Cups, the answer is not
economic, but rather political (patriotism, belonging to the same
community, electoralism), geopolitical (soft power), and psycholog-
ical (sense of pride, happiness of the population) [Mitchell and Fer-
gusson Stewart, 2015].
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INDEX OF ACRONYMS

ATP
BATX
CAS
CDES

CIES

CNOSF

ECJ
EPO
EPS

FIFA

ICU
I0C
IPO
GAFAM
GDP
GPG
MLB
MLS
NBA
NFL
NGO
NHL
oG
oMlJ

PGA
SASP

TFUE

TP

TPO
UEFA

UN
UNESCO

WADA

Association of Tennis Professionals

Baidu, Alibaba, Tencent, Xiacomi

Court of Arbitration for Sport

Centre de Droit et d'Economie du Sport

(Centre for Law and the Economy of Sport)

Le Cenftre International d'Etude du Sport
(Centre for the International Study of Sport)

Le Comité national olympique et sportif francais
(French National Olympic and Sports Committee)
European Court of Justice

Erythropoietin

Education Physique et Sportive

(Sporting and Physical Education)

Fédération Internationale de Football Association
(Federation of international football associations)
International Cyclist Union

International Olympic Committee

Initial public offering

Google, Apple, Facebook, Amazon, Microsoft
Gross Domestic Product

Global Public Good

Major League Baseball

Major League Soccer

National Basketball Association

National Football League

Non-governmental Organisation

National Hockey League

Olympic Games

Observatoire des Mutations Institutionnelles et
Juridique, University of Limoges

(Observatory of Institutional and Legal Changes)
Professional Golfers’ Association

Société anonyme sportive professionnelle
(Professional Sport Limited Company)

Treaty on the Functioning of the European Union
Third-party investment

Third-party ownership

Union of European Football Associations

United Nations

United Nations Educational, Scientific and Cultural
Organization Science and Culture

World Anti-Doping Agency
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