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Covering the major issues regarding the interaction of sports with the economy first
implies to make a clear distinction between the sports economy and sports economics.
The sports economy refers to issues such as measuring the economic significance of
sports, delineating the economic dimension of sport participation and sport events
which derive into a number of growing and even globalizing markets, and empirically
studying the relationship between sports and economic (under-) development. On the
other hand, sport is an area in which the tools of economists are increasingly spreading.
Those issues tackled by economists have become so numerous that a whole handbook
(Andreff & Szymanski, 2006) covering only the major economic analyses of sport
encompasses 86 chapters and over 800 pages.

A collection of the best articles in sports economics published until 2000 is twice that
thick (Zimbalist, 2001) while its update since 2001 — i.e. only with the best articles
published in the past ten years — is of about the same size (Andreff, 2011a). We have
selected here the most crucial topics among the major issues in sports economics: the
economic determinants of sport performance; the economic impact of sport mega-
events; the economics of professional team sports; globalization of the labor market for
sport talents; and some dysfunctions in sport related to big money inflows in the sports
industry.

1. A Globalizing Sports Economy
1.1. The Economic Significance of Sport
There are three methodological tools of national economic accounting that have been

used to measure the economic significance of sport: national income and expenditure
accounts, input-output table, and the satellite account technique.
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National income accounts are based on ex post macroeconomic equilibrium (Andreff,
2006a), such as:

Y=C+G+I1+AS+X-M 1)

where Y stands for gross domestic product (GDP), C for private consumption, G for
public consumption, | for gross fixed capital formation, AS for stock variation, X for

exports and M for imports. Y —(X —M)=TDE, (total domestic final expenditure), is

also an often calculated aggregate in economic accounts of sports in view of looking at
how sport expenditures are financed — and by whom — in a nation. The overall finance
of sport is equal to the sum of sport expenditures financed by Government G, Local
Authorities LA (G+LA: public finance of sport), Households H and Enterprises
(sponsors and media) E (H + E : private finance of sport), so that:

TDE=G+LA+H+E (2)
England's sports economy 1985 |2000 |2005 |2008  |% in 2008
(£ million)

Gross Value Added in the sports 3358 |10373 |15471 (16668 |100
economy

Commercial sport 1027 (3276 |3924  |4327 |26.0
Non commercial sport 1776 (4945 |7887 |8636 |51.8
Voluntary sector 93 1256 |2312 |2110 |12.6
Public sector 462 (896 1341 |1596 [9.6

Sport gross value added / GDP (in %) (1.2 |15 1.7 1.5
France's sports economy (€ billion) 1990 (2000 (2005 |2007 (% in 2007

Households sport expenditures 76 |123 [15.2 16.4 49.7
Enterprises sport expenditures 06 |17 3.1 3.2 9.7
Government sport expenditures 1.2 (2.8 3.0 3.2 9.7
Local authorities sport expenditures 38 |76 9.1 10.2 30.9
Total 132 (244 |30.4 33.0 100

National sport expenditure / GDP (in %) |1.2  |1.7 1.76 1.75
Sources: SIRC (2010) and StatInfo. French State Secretary for Sports.

Table 1. The sports economy in national income (England) and national expenditure
(France)

For instance, England publishes accounts of the sports economy according to a supply
side view adopted in (1) since 1985 while France uses the demand side approach in (2)
in its regular publication of statistics since 1990 (Table 1).

The input—output matrix (IOM) gives a picture of the domestic economy as linking

different industries into an overall interdependent system. A vertical row of the I0M,
say for industry j, describes:
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X=X+ A +W,; +T, +P, (3)

where X is the output of industry j, X; X, is the total intermediary consumption of

products i by industry j, A. is the consumption of fixed capital (depreciation) in

J

industry j, W; the total wage paid in industry j, T, taxes paid by industry j, and P, the
producers’ profit in industry j, while the value added of industry j is
Vj =Wj +TJ. + PJ..

A column of the IOM describes how the value of an industry iis distributed across the
intermediary consumption X of all the industries in the economy and the final

demand:

Xi=2J.in+Ci+Gi+GCFCi+ASi+Xi 4)

where C, stands for the private final consumption of the product i, G, for its public
consumption, GCFC, for gross fixed capital formation in product i, AS, its stock
variation, and X, exports of i, while the final demand of the product i is
Y, =C,+G, +GCFC, +AS, + X,. The IOM not only builds up the overall ex post

macroeconomic equilibrium — including the equality between the total value added and
the total final demand for all industries — but also a consistent interdependence across
all industries.

A simulation based on the Canadian IOM (Saint-Germain & Harvey, 1998) was used to
depict the ‘industrial cluster’ of sports (that is, the subset of all industries having some
significant relationship with sporting activities and their inter-relationships). Two core
industries in this cluster are the sports goods industry (industry 147 in the IOM
classification adopted by Statistique Canada) and the sports services industry. The latter
is identified with industry 203: ‘Theatres, sports and other leisure services’, whose
production comprises two-thirds of sports services. An exogenous increase in the final
demand addressed to these industries was simulated with a computer to see which
industries were the most interlinked. Calculations were done for the year 1990.

In Germany, a simulation model, coined SPORT, integrates the sports economy into the
IOM of Germany, starting from the 1993 I0OM (Meyer et al., 2000). A sub-IOM,
specific to the sports economy, is integrated into the overall IOM set up by the
Statistiches Bundesamt for the whole German economy. This specific sub-matrix
encompasses seven rows, in addition to the 58 rows of the overall German I0M: (i)
bicycles; (ii) sports equipment, (iii) sports footwear; (iv) sportswear; (v) commercial
sports services; (vi) sports services supplied by clubs and associations; and (vii) sports
services supplied by public and local authorities (the federal government, Lander,
municipalities). The aggregated value added of these seven specific sports industries
was calculated for 1998 at about 1.4 per cent of GDP (a higher economic importance
than the German textile industry). The SPORT econometric simulation model relies on
the relationships between the seven specific sports industries and the 58 other industries
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in the overall IOM (in its most detailed version the model contains 150 variables and
36,000 equations, covering the 65 industries). It was used to calculate that in 1998, 2.4
per cent of all those employed in Germany worked in the seven sports industries.
Another simulation (Ahlert, 2000) showed that a reorientation of the total household
demand for sporting activities from the clubs to commercial sport would trigger, as of
2010, a slight increase in GDP due to the substitution of high value added and profitable
commercial organizations to lower value added and less efficient clubs relying on
voluntary work. On the other hand, efficient commercial organizations would reduce
intermediary consumption, compared to the clubs, thus the demand for inputs would fall
and 15,600 jobs would be lost between 2000 and 2010 in the German economy.

The purpose of a satellite account is to apply the methodology of national accounting to
a specific area (sports) with adapting some concepts and classifications of national
economic accounting in view of depicting the production and its finance, and the
expenditures in this area. It collects information about costs, finance, factors of
production and users (consumers) involved. An area’s national expenditure is the sum
of all finance of the area’s specific activities and uses of goods and services, including
non monetary non market services (like voluntary work in sport). The first satellite
account for the sports economy ever built was set up in France for the year 1971
(Malenfant-Dauriac, 1977). The sports economy was divided into six sectors: (i) the
commercial sector; (ii) households; (iii) public administrations (central and local); (iv)
sports associations; (v) financial institutions; and (vi) the overseas sector. In 1971, the
economic importance of sports in France was found to be 0.5% of GDP, the
consumption of goods and services was about 0.8% of overall household consumption,
and investment in sporting activities reached 0.9% of gross fixed capital formation. The
non-monetary section of the satellite account was rather simplified. However, it
estimated that the number of voluntary workers involved in sports was nearly 600 000
people.

Paradoxically, the U.S. are lagging behind with regards to accounting of the sports
economy. Only a recent work (Humphreys & Ruseski, 2009) has attempted to assess the
significance of the US sports markets, though without using a standard national
accounting methodology. An account is built up basically relying, on the supply side, on
the North American Industrial Classification System for the year 2005, then using some
additional data from the National Sporting Goods Association (NSGA) and the
Behavioral Risk Factor Surveillance System and, on the demand side, on NSGA data
about households sport expenditures and Bureau of Economic Analysis data (Table 2).

Since the sports economy is globalizing (Andreff, 2008) what is required now is an
international (global) sport accounting. It does not exist so far, but a few steps forward
toward such an objective have been reached in Europe. Following the initiative of the
Committee for the Development of Sport (CDS) of the Council of Europe launched in
1984, a first report has collected available — but non-comparable — data about the sports
economy in some European countries (Jones, 1989). A second more extensive report
was based on homogenous and comparable data systematically gathered from 12
European countries, including one post-communist economy, Hungary (Andreff et al.,
1994). The focus was on national sport expenditure and how it was financed in the base
year 1990 by public and private sources. An update of this data collection has been

©Encyclopedia of Life Support Systems (EOLSS)



SPORT SCIENCE AND PHYSICAL EDUCATION — Vol. IIl - Major Contemporary Issues In Sports Economics - Wladimir

Andreff

achieved for the year 2005, in all the EU 27 countries, on the initiative of the French
State Secretary for Sports (Table 3 exhibits a data summary for those countries which
have provided complete responses). The same European model of financing sport
expenditures emerges in 2005 as in 1990 with households as its major pillar then,
according to their significance, local authorities, enterprises and the government.

Supply side | Demand side

Sport participation 61.00 46,39
of which: Equipment 7.50 13,47
Footwear 31.40 10.90
Apparel 5.50 15.70
Fees 16.60 3,25
Spectating sport 6.30 15.90
Mediated sport 5,65

Total 72,95 59,22

Table 2. Estimated total economic value of sports industry United States 2005
(billion $) Source: Humphreys & Ruseski (2009).

Country | Overall sport (Govern-| Local Public |Household | Enterprise | Private
finance ment |authorities | finance finance
€ % of expenditures

million | GDP

Bulgaria 59.7 | 021 | 348 42.7 775 194 3.1 225

Cyprus 2129 | 156 | 1938 0.1 19.9 78.9 1.2 80.1

Estonia 127.1 | 1.13 | 133 36.4 49.7 12.6 37.7 50.3

Finland 2450.0 | 1.56 | 8.7 15.0 23.7 73.4 2.9 76.3

France 30330.0| 1.76 9.7 30.0 39.7 50.0 10.3 60.3

Germany |31932.6| 1.42 0.7 15.3 16.0 76.5 7.5 84.0

Lithuania | 79.3 | 0.38 | 175 35.1 52.6 20.3 27.1 47.4

Netherla- | 8359.0 | 1.64 11.5 10.0 21.5 70.8 1.7 78.5

nds

Portugal | 1432.5 | 0.96 6.5 27.0 335 63.2 3.3 66.5

Slovakia | 240.8 | 0.63 | 16.8 55.6 72.4 13.8 13.8 27.6

Slovenia 195.0 | 0.69 104 25.1 355 17.9 46.6 64.5

Sweden 3817.1 |1 052 | 43 13.0 17.3 70.6 12.1 82.7

United 30175.6| 1.67 1.3 7.3 8.6 80.9 10.5 914

Kingdom

Average 11.9 24.3 36.2 49.7 14.1 63.8

Source: Amnyos (2008).

Table 3. National sport expenditure and its finance in the EU 27 countries, 2005

In 2006, following an Austrian initiative, the Sports Directors of EU 27 countries have
started up a process of elaborating on a European sport satellite account in view of
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measuring the exact weight of the sports economy in GDP, and its impact on
employment, and value added. A triple definition of sport has been adopted in 2007 (the
so-called Vilnius definition) in order to precisely delineate the sports economy to be
accounted for. A statistical definition of sport encompasses just only one NACE
category, 92.6 “Sporting Activities”, which does not reflect the economic importance of
sport. NACE category 92.6 refers only to a minor, though essential fraction of the
overall sport sector. A more comprehensive definition of sport includes all items that
are necessary to perform sports. This classification includes sporting goods such as
sport shoes and tennis rackets and is referred to as the narrow definition of sport. In
addition, a so-called broad definition of sport includes the statistical definition and the
narrow definition but also comprises relevant parts of industries that use sport as an
important input for their production, e.g. television broadcasting. In 2010, 8 EU
countries were engaged in providing a European satellite account regarding their own
national sports economy. Only three of them succeeded so far (Table 4) due to a heavy
statistical methodology embedded in the Vilnius definition.

(billion €)

Sport-linked activities Austria Cyprus England
Gross value added 8.4 0.31 33.7
Gross value added / GDP (%) 4.0 2.4 2.2
Sport consumption expenditures 4.7 0.30 34.7
in % of overall consumption 3.6 3.7 3.0
Employment (thousand employees) 219 7,6 569

in % of overall employment 5.8 2.2 2.0
Source: Sport Unit, European Commission

Table 4. European sport satellite accounts: summarized results, 2004
1.2. From Sport Participation to Global Sport Markets

Sport participation has started globalizing long ago when so-called modern sports have
spread across the borders, throughout an increasing number of countries, since the
second half of the 19" century. Think of football, rugby, track and fields, basketball and
so on. Football (soccer), the global sport par excellence, accounts for 265 million
registered participants affiliated to 207 national associations (federations) in the world,
in 2006, according to FIFA Big Count. Maybe twice more once non registered
participants are taken on board.

In the late 19™ — early 20™ century, some sports contests became international then
global like the Olympics promoted by Coubertin and world championships and cups in
different sport disciplines. The 20" century has witnessed a rapid growth in the number
of global sport events per year: there were 20 such sports events in the year 1912, 315
events in 1977, 660 in 1987 and 1,000 in 2005. Almost an average of three mega-events
per day! The audience of such events is increasing on a global scale thanks to TV
broadcasting. Globalization of sport mega-events has been the next step. The Olympics
and FIFA football (soccer) World Cup have got the status of a genuine world event
every fourth year (Kurscheidt, 2006; Preuss, 2004). The economic spillovers of global
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sporting events in host countries too often remains the fallacy of sensational and
publicized over-estimation taking its roots in methodological tricks or even crude
mistakes (see 2.2 below). It is common knowledge that, since London was awarded the
rights to host the 2012 summer Olympics, its actual cost keeps on rising by the day and
is currently greater than any expected benefits there from. Nevertheless, some economic
Impact — even sometimes negative — occurs with global sports events.

The market for TV broadcasting of sporting events is definitely global: big events are
broadcast in 170 to 220 countries each. TV broadcasting (Table 5) generates or
reinforces differentiation, or even discrimination, across the various sport disciplines:
for instance, football always retains the largest coverage. By the same token, a number
of less popular disciplines are simply out muscled from the TV screens. Do you
remember the last polo or water polo match was aired live on TV? In fact, television
exacerbates all other factors of uneven economic development across different sports
due to its media and financial interests in a few privileged sports.

Sports mega-events TV rights Time period | Amount
FIFA soccer World Cup World 2002 & 2006 1950
Summer & Winter Olympics World 2010 & 2012 2700
UEFA soccer Champions League France 2003/2006 179
English soccer Premier League United kingdom 2007/2010 2500
French soccer Ligue 1 France 2008/2012 668
National Basketball Association USA 2007/2008 660
National Football League USA 2007/2008 2 850
National Hockey league North America 2007/2008 66
Major League Baseball USA 2006/2007 420

Source: Bourg & Gouguet (2010).
Table 5. TV broadcasting rights of 9 sports mega-events

The greater the audience of a sporting event, the higher is the price for an advertising
spot to be broadcast immediately before or during the event or at halftime break.
Another feature of the global market for sport broadcasting is that it operates under
imperfect competition. All depends on whether the market is in excess demand or
excess supply. The short side of the market usually imposes its transaction conditions to
those competing together on the long side of the market. The different forms of the
sport broadcasting market are (Bourg & Gouguet, 2010): (a) a monopoly when only one
organizer supplies his/her exclusive sports event to competing TV channels (consider
the 10C offering Olympic Games, FIFA with the football World Cup). In a monopoly
market, price is relatively high, broadcasting rights are expensive and revenues accruing
to the organizer are big; (b) an oligopsonistic monopoly when only one event organizer
is facing very few potential buyers — TV channels (UEFA Champions League,
European football championships). Broadcasting rights are still high though lower than
in the monopoly case due to fewer competitors on the demand side; (c) a bilateral
monopoly which was often the current situation when a single public TV channel
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monopolized the demand side (a demand side monopoly is coined a monopsony) of a
domestic market or when a European cartel of public channels (ERU) merged all
demands for a sport event to be broadcast on a European scale. In the case of bilateral
monopoly, economic theory teaches that the transaction price is determined by the
relative bargaining power of the monopoly and the monopsony. Usually the price is
lower than the price emerging in the presence of a pure or oligopsonistic monopoly; (d)
a monopsony when professional clubs are competing for the sale of their individual
broadcasting rights to a single TV channel (French football championship in the 1970s)
instead of the league pooling the rights for all clubs. Then, in such a case, the lowest
price is reached, as well as the lowest revenues for sport organizers, since they are
competing on the long side of the market in the face of a single buyer.

Another outcome of globalization of sport shows and events through TV broadcasting is
a globalization of sport sponsorship. Sponsors of global sport events are famous
multinational companies (Coca Cola, McDonald’s, etc.) and, of course, those involved
in the sports goods industry such as Nike, Adidas, Puma, Asics, and so on. Economic
analysis of sports sponsorship is now well established (Jeanrenaud, 2006). A new trend
of ‘naming’ has emerged. In such a case the sponsor’s name is associated with a
stadium or a sport arena instead of being attached to an athlete, a team or a sports
contest. A big issue with sports sponsorship emerged when it started to be linked to
global TV broadcasting, which is ambush marketing. For example, when Linford
Christie was interviewed by a number of TV channels before the 100 meters Olympic
final in Atlanta 1996 he was wearing lenses with Puma label while the official sponsor
of the Games was Reebok (for a $ 30 billion entrance fee). The last trend in a
globalizing sports economy, which has accelerated during the 2000’s, consists in the
‘revolution’ in sport betting and gambling that has been made possible by the
e.economy, namely betting on line and through Internet. Millions of people now can bet
overnight on the outcome of the English football Premier League or any other attractive
sport contest.

A last, not least consequence of a globalizing sports economy is the swift growth of the
sporting goods industry in the past three decades (Andreff, 2006b). Its most spectacular
aspects are an important international trade in sports goods and equipment in part
triggered by foreign direct investment geared towards relocating production in low unit
labor cost countries by multinational companies like Nike and Adidas (which together
take over two-thirds of the global sport footwear market), and others. As a result, the
major net exporters of sporting goods are emerging (non Asian) and Asian countries,
China ahead of all. NAFTA countries (Canada, Mexico, USA), the EU 15 and
Switzerland are net importers (Figure 1). All major net importing developed countries
show balance deficits in trite (not much specialized) sports goods such as sportswear,
anoraks, rackets, and balls. Developed market economies (NAFTA and Europe) have
few competitive sports goods with excess balance. The assumption that developed
countries are specialized as net exporters only of high value added and high-tech
equipment-intensive sports goods whereas they are specialized as net importers of trite
sporting goods is empirically verified (M. & W. Andreff, 2009). In the representative
sample of 41 countries studied, the overall value of global international trade in sports
goods is $ 30 billion in 2004 ($ 32 billion in all countries of the UN Comtrade
database).
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Graph 1: Sports goods export/import ratio (%)
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Figure 1. Sports goods export/import ratio (%)
EU+S: EU 15 as of 2003 and Switzerland; East: Central Eastern European and CIS
countries; Asia: Asian countries; EMEC: other emerging countries (outside Asia).
Source: M. & W. Andreff (2009).

In absence of global accounting of the sports economy, we cannot avoid resorting to
guesstimates usually published in the press when assessing the magnitude of global
sport markets. In 2006, the global market for all sporting goods and services taken
together was assessed in the range of € 550-600 billion. Global market for football was
valued at € 250 billion. The market for all sporting goods was valued about € 150
billion. The value of broadcasting rights related to sport events was estimated at € 60
billion while the global market for sports sponsorship was nearly € 18 billion. The
global market for doping was assessed at € 6 billion. These figures must however be
taken with a pinch of salt. It derives one recommendation which could be that the UN-
designed accounting system — implemented in all member countries — should be adapted
and detailed enough to extensively cover the sports economy, given its increasing
significance in the world economy.
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Economy, 79 (6), 1302-19. [The fisrt formal model of a professional sports league, in a closed league with
profit maximizing teams].
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detection falls. The paper describes in details the technology for approaching, bribing then deeply
corrupting soccer players and referees as a sequence of unavoidable decisions].
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aims to cure the imbalance in which a small-market club is dominating the league might not have the
desirable effect if the criterion for sharing is the budget of the clubs].
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of under-representation of French Canadians is greater during those NHL seasons when sovereigntist
political threats in Quebec are highest].

Maennig W. (2005), Corruption in International Sports and Sport Management: Forms, Tendencies,
Extent and Countermeasures, European Sport Management Quarterly, 5 (2), 187-225. [The paper tackles
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This labor market discrimination appears to be a rational response from owners who observe increased
attendance with a larger presence of South American players].

Preston 1., S. Szymanski (2003), Racial Discrimination in English Football, Scottish Journal of Political
Economy, 47(4), 342-63. [Less often studied in European sports, some evidence of racial discrimination
in English football is exhibited. The hypothesis that discrimination is attributable to the fans rather than
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Preuss H. (2004), The Economics of Staging the Olympics: A Comparison of the Games 1972-2008,
Cheltenham: Edward Elgar, 291 pages. [The basic book covering all aspects of the Olympic Games
economy: financing models, multiplier theory, crowding-out effects, income and employment effects,
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Schmidt M.B., D.J. Berri (2001), Competitive Balance and Attendance. The Case of Major League
Baseball, Journal of Sports Economics, 2 (2), 145-67. [The authors contend, in the case of MLB, that the
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