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In their paper, the authors present an extensive overview: of
the Impertant differences Infmanagement structure hetween
the 4 - major leaguesiin North Amerca (NEL, NBA, MLE and
NIHL) andfeur rich nationall feothall leagues in Etrepe
(England;, Spain, Germany. and Erance).

Question: Why Erance: and net: ltaly?

The authoers distinguishrnerless tham 15 institutional
dlifangements or factors that are: shiapiing the PUSINESS

lan@dscape.

Of course, I will'enly’ concentraté oni a fiew: facters in my.
comments.



The peculiar international
dimension of EUropean foothall

Fhe Eurepean foethall industny, With its
many: natienal iectball leagues, Is
chiaracterized 13y an epen EUrepean: player
jalbour market; but by natienally’ pretected
feetall preduct markets.

That Isf causing nuge imnallances.



All'tep players: ran ofif to; the: rch foothall
countres; since: 1995 (Bosman; Verdict).

Large and growing gaps; between the hudgets
andl the perfermances o the: tep teams in lange
and small countries.

Poessible’ selutien: epening of the: Eurepean
footnalll preduct market By creating) a Etrepean
super league er several Eurepean divisions.

The current UCL 1s enly: making things Worse.

Alserhtige Imbalances Within the national
leagues.




Ratios of the total budgets
of large- anadl small-=country leagues

Englandl/ Helland 3.8 7.6
Englanadl/ Belgium 7.0 15.0
Germany. / Holland 2.8 4
Germmany. / Belgium 5.4 0.2
England / Germany. 1.3 ()
iHoelland / Belgium 1.9 240

Source: Deloitte, 2004: and ewn calculations



European Dominance of the Big 4
Clubs in Semi-finals of ECL

1994 -1998 1999 - 2003

England 1 3
Germany 3 4
Italy S 4
Spain 2 8
Rest of Europe g :
Big 4 share 955 % 95 %

Source: Bill Gerrard, Leeds University, 2003



NUmieer of Erench playersiin Big 4
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Competitive Balance

fhe budget gaps and the: competitive
Imbalance nrEurepean iootball s more
preneunced thian i US major Ieagues;

Possikly: alser caused By differences i cluio
ORJECctIVES: profit max Vs. Winmax.



Are sport clulbs profit or win
mMaximisers?

RIS s still"an unsolved matter.

S0 far, all tests are hased on| the ticket-pricing
rule, but this rule Is the same Under the proefit or
e Winfmeaximisauon; RypPothesis, altholgh ticket
PHICES Cani e expected tor e RIgher Under win
maximisation.

S0, IMpesingl maximunm ticket Prices can be
justified.



NEL: revenue sharing and CB

Under the prefit-max hypotnesis, ene canmnot
expect any: positive: effiect onl CB' off gate revenue
Shaling.

Dependingl en; the moedel; It has ne: Impact

(see Rethenbergs: Invarance Prepesition, 1956),
QI even a negative effect en CB

(see Szymanski andlKesenne, 2004).

Under the win-max hypethesis, revenue sharng
Improves the CB.



The selling and distribution of
Preadcast nghts

It has been shown that the decentalised! selling ofi tv=rights,
WIth! a' performance based sharngl of the rnghts, IS the hest
guarantee te Improve the competitive balance.

It IS} a2 generalfmistnderstanding that It IS| Recessany to
monoepelise the selling ofi the tv-rghts In; erder te share
the rghts.

Moereover, several court cases InfEurepe have concluded that
the legal ewner of the tv-rghts Is the club and net the
league.



Wihichi type ofi salany cap?

NBA type: same maximuni payiell for eveny.
team Improves the CB

(but: preklems ofi enforcement).

G-14 (ECA) type: maximum Wage/ tUrneVer: ratio
for eveny team Worsens;the CB

(ratherr a gentiemen’s agreement to: guarantee
financial health off the clules).



Fhe authors poeint out that In EUl fieetball,
the BUdget rauie between the richest and
POeKEst teamiis more than 10, wWhlle inrthe
US major leagues It Is less than 2.

Question:
IS there an optimallcomp. balance
and what determines; the eptimal CB7



Optimal Cemp. Balance

I a two-team league

AsSSUme 3 groups ol spectaters:
Stpperters of large-market team x.
SUppeters ofi small-market team V.
Neuitral sUppeters.

e moere neutiral supperters prefer te watch
close anaitense matches; adie-hara supporters
Off a specific team prefer to see their team
WIRRING.



A Simplified model

Starting from the utility functions:U U and U,

and welfare function: W =U 'U U/

X

with weights m =

m,

and y indicating the size of the group of more neutral TV — spectators

Optimal comp. balance is given by :
W, m+pB+y

X

, om+l+y

note :uo = w,w,




Simulation

With ¢ = 0.5 and £ =0.5

10 20 50 100

1.75 1.86 194 1.97

For whatever value of m, CB should stay below 2

Also, the larger the group of more neutral tv-spectators,
the more balanced the competition should be.



THANK YOU
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