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.
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