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In their paper, the paper, the authorsauthors present present anan extensiveextensive overviewoverview of of 
the important the important differencesdifferences in management in management structurestructure betweenbetween
the 4 major leagues in the 4 major leagues in NorthNorth AmericaAmerica ((NFLNFL, , NBANBA, MLB and , MLB and 
NHLNHL) and ) and fourfour richrich nationalnational footballfootball leagues in leagues in EuropeEurope
((EnglandEngland, Spain, , Spain, GermanyGermany and and FranceFrance).).

QuestionQuestion: : WhyWhy FranceFrance and and notnot ItalyItaly??

The The authorsauthors distinguishdistinguish nono lessless thanthan 15 15 institutionalinstitutional
arrangementsarrangements oror factors factors thatthat are are shapingshaping the business the business 
landscape.landscape.

Of Of coursecourse, I , I willwill onlyonly concentrateconcentrate onon a few factors in a few factors in mymy
commentscomments.  .  



The The peculiarpeculiar international international 
dimensiondimension of of EuropeanEuropean footballfootball

The The EuropeanEuropean footballfootball industryindustry, , withwith itsits
manymany nationalnational footballfootball leagues, is leagues, is 
characterizedcharacterized byby anan open open EuropeanEuropean playerplayer
labourlabour marketmarket, , butbut byby nationallynationally protectedprotected
footballfootball product markets.product markets.

ThatThat is is causingcausing hugehuge imballancesimballances..



AllAll top top playersplayers ranran offoff toto the the richrich footballfootball
countriescountries sincesince 1995 (Bosman verdict).1995 (Bosman verdict).
LargeLarge and and growinggrowing gapsgaps betweenbetween the the budgetsbudgets
and the performances of the top teams in and the performances of the top teams in largelarge
and and smallsmall countriescountries..
PossiblePossible solutionsolution: opening of the : opening of the EuropeanEuropean
footballfootball product product marketmarket byby creatingcreating a a EuropeanEuropean
super league super league oror severalseveral EuropeanEuropean divisionsdivisions. . 
The The currentcurrent UCL is UCL is onlyonly makingmaking thingsthings worseworse..
AlsoAlso hugehuge imbalancesimbalances withinwithin the the nationalnational
leagues.leagues.



Ratios of the total budgets Ratios of the total budgets 
of largeof large-- and smalland small--country leaguescountry leagues
--------------------------------------------------------------------------------------------------------------------------------------------------------

19951995--9696 20022002--0303
----------------------------------------------------------------------------------------------------------------------------------------------------------
England / HollandEngland / Holland 3.83.8 7.67.6
England / BelgiumEngland / Belgium 7.07.0 15.015.0
Germany / HollandGermany / Holland 2.82.8 4.74.7
Germany / BelgiumGermany / Belgium 5.45.4 9.29.2
England / GermanyEngland / Germany 1.31.3 1.6 1.6 
Holland / BelgiumHolland / Belgium 1.91.9 2.02.0
----------------------------------------------------------------------------------------------------------------------------------------------------------
Source: Deloitte, 2004 and own calculationsSource: Deloitte, 2004 and own calculations



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

1994 -1998 1999 - 2003

England
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Rest of Europe

Big 4 share

1 3
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9 1

55 % 95 %

Source: Bill Gerrard, Leeds University, 2003
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CompetitiveCompetitive BalanceBalance

The budget The budget gapsgaps and the and the competitivecompetitive
imbalanceimbalance in in EuropeanEuropean footballfootball is more is more 
pronouncedpronounced thanthan in US major leagues.in US major leagues.

PossiblyPossibly alsoalso causedcaused byby differencesdifferences in club in club 
objectivesobjectives: : profitprofit maxmax vs. win max.vs. win max.



Are sport clubs Are sport clubs profitprofit oror win win 
maximisersmaximisers??

ThisThis is is stillstill anan unsolvedunsolved matter.matter.

SoSo farfar, , allall tests are tests are basedbased onon the the ticketticket--pricingpricing
rulerule, , butbut thisthis rulerule is the is the samesame underunder the the profitprofit oror
the win the win maximisationmaximisation hypothesis, hypothesis, althoughalthough ticket ticket 
pricesprices cancan bebe expectedexpected toto bebe higherhigher underunder win win 
maximisationmaximisation. . 

SoSo, , imposingimposing maximum ticket maximum ticket pricesprices cancan bebe
justifiedjustified..



NFLNFL: : revenuerevenue sharingsharing and CBand CB

UnderUnder the the profitprofit--maxmax hypothesis, hypothesis, oneone cannotcannot
expectexpect anyany positivepositive effect effect onon CB of CB of gategate revenuerevenue
sharingsharing..

DependingDepending onon the model, the model, itit hashas nono impact impact 
((seesee RothenbergsRothenbergs InvarianceInvariance PropositionProposition, 1956),  , 1956),  
oror even a even a negativenegative effect effect onon CBCB
((seesee SzymanskiSzymanski and and KesenneKesenne, 2004)., 2004).

UnderUnder the the winwin--maxmax hypothesis, hypothesis, revenuerevenue sharingsharing
improvesimproves the the CBCB..



The The sellingselling and and distributiondistribution of of 
broadcastbroadcast rightsrights

ItIt hashas been been shownshown thatthat the the decentaliseddecentalised sellingselling of tvof tv––rightsrights, , 
withwith a performance a performance basedbased sharingsharing of the of the rightsrights, is the best , is the best 
guaranteeguarantee toto improveimprove the the competitivecompetitive balancebalance..

ItIt is a is a generalgeneral misunderstandingmisunderstanding thatthat itit is is necessarynecessary toto
monopolisemonopolise the the sellingselling of the of the tvtv--rightsrights in order in order toto shareshare
the the rightsrights..

MoreoverMoreover, , severalseveral courtcourt cases in cases in EuropeEurope have have concludedconcluded thatthat
the the legallegal ownerowner of the of the tvtv--rightsrights is the club and is the club and notnot the the 
league.league.



Which type of salary cap?Which type of salary cap?

NBA type: same maximum payroll for every NBA type: same maximum payroll for every 
team improves the CBteam improves the CB
(but problems of enforcement).(but problems of enforcement).

GG--14 (ECA) type: maximum wage/ turnover ratio 14 (ECA) type: maximum wage/ turnover ratio 
for every team worsens the CB for every team worsens the CB 
(rather a gentlemen(rather a gentlemen’’s agreement to guarantee s agreement to guarantee 
financial health of the clubs).financial health of the clubs).



The The authorsauthors pointpoint out out thatthat in EU in EU footballfootball, , 
the budget ratio the budget ratio betweenbetween the the richestrichest and and 
poorestpoorest team is more team is more thanthan 10, 10, whilewhile in the in the 
US major leagues US major leagues itit is is lessless thanthan 2.2.

QuestionQuestion: : 
Is Is therethere anan optimaloptimal compcomp. . balancebalance

and and whatwhat determinesdetermines the the optimaloptimal CBCB??



OptimalOptimal CompComp. . BalanceBalance
in a in a twotwo--teamteam leagueleague

AssumeAssume 3 3 groupsgroups of spectators:of spectators:
-- Supporters of Supporters of largelarge--marketmarket team x.team x.
-- Supporters of Supporters of smallsmall--marketmarket team y.team y.
-- Neutral supporters.Neutral supporters.

The more neutral supporters The more neutral supporters preferprefer toto watchwatch
close and close and tensetense matches; matches; diedie--hardhard supporters supporters 
of a of a specificspecific team team preferprefer toto seesee theirtheir team team 
winning.winning.



A Simplified model
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SimulationSimulation
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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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