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Abstract 

In this paper, the relationship between the performance level of football teams and certain 

factors of success has been investigated. Mainly, this has been examined through regression 

analysis, but also other methods such as correlation analysis has been used in some parts of 

the analysis. The data which is mainly used in these analyses are annual accounts for five 

selected football clubs over five years, 2006-2010, together with various football statistics 

from the internet. Much of the data is compiled in Excel and is available on the enclosed CD-

ROM. For other parts of this paper, also an interview with a representative from one of the 

football clubs, Rosenborg BK, is used as a source of information. In addition, the financial 

situation of European football clubs has been discussed and examined through analysis of the 

annual accounts. Also here regression analysis has been an important method of investigation.  

Briefly, the results show that several of the suggested factors of success seems to have an 

impact of football teams performance level, here represented by the five best teams in the 

Norwegian elite division, Tippeligaen. Most important of all seems to be player wages and 

financial resources through operating income. Further, it‟s concluded that that there are 

several reasons for the financially difficult situation of many European football clubs. Among 

them are a win-maximizing approach rather than a profit-maximizing approach among 

European football clubs, and a very high cost level which, despite the high levels of income in 

many clubs, creates a financially instability. 

For football clubs it‟s therefore important to find a balance between income and costs, as well 

as restrict their expenditure, but still manage to maintain competitive advantages by buying 

players and spend money on wages and investment. 

In retrospect, it has been known to the author through the work that it had been more 

appropriate to base parts of this analysis on more observations than what has been done, 

particularly with respect to adding more football teams to the datasets. The alternative could 

have been to use more time trying to find a more appropriate analysis method than regression, 

which is the most widely used method here. 
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Introduction 

“It may still be a beautiful game, but clearly is an ugly business.” 

(Beech, Horsman, & Magraw, 2008) 

 

The economic aspect of football is increasing in scope, thus an increasing interest in the 

subject in the form of research is taking place. In Norway it‟s still relatively little previous 

research on various topics in football finance, but in recent years one has seen a growing 

interest both among people in general and researchers. On an international level there is a 

wider choice in literature on this subject: In Europe, football is a very popular sport, and has 

therefore been a subject of research over a long time. In the United States most of what is 

written about sports economics is focused on baseball and American football, which is among 

the largest team sport branches in the United States. Yet there are many interesting and well-

known theories developed from U.S. research, which might be used in the topic of football 

economics in Europe as well.  

Much of the earlier research in Norway is oriented towards specific areas of suggested 

explanatory factors for success, such as the importance of the coach for a team, together with 

more general-oriented literature dealing with football problems on the managerial level, such 

as financial management. Also some literature has touched upon the topic about the 

regulations and market systems within the European football sector. 

This paper represents an attempt to add to the existing literature a more complex discussion 

and analyses of teams from the top division in Norway, Tippeligaen. The purpose is to 

provide a fairly comprehensive overview of what determines the performance of a football 

team, both giving an account for previous research and through own work with data collected 

for five of the teams in the Norwegian Tippeligaen. Also an attempt is made to explain why 

financial trouble in European football clubs isn‟t an unfamiliar phenomenon. 
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1.1 Foreword  

This thesis marks the end of the study period, and will in many ways represent my time as a 

student, what I have learned through the studies and my priority interest in the economic 

studies I‟ve worked through the last five years. When I started to think carefully about what 

should be my topic for the thesis, it was not difficult to understand in which direction the 

concept went: a combination between my research interests and my major leisure interest, 

namely, finance and football. Football has for a long time been my big passion, and to be able 

to write a thesis about my research interest, finances, combined with my passion, football, I 

think is both very exciting, yet challenging, as this is an original and in many ways a different 

thesis.  

I have obviously not been able to produce this thesis entirely on my own. Therefore, I direct a 

large part of the thanks to my supervisor throughout this paper, Troels Troelsen at 

Copenhagen Business School. His extensive knowledge of the sport and the related economic 

conditions has been of great value to me and my work with this thesis, and he has therefore 

been of great help to me.  

At the same time I want to thank Rosenborg Football Club for kindly help according to assist 

with data and especially Roar Munkvold at Rosenborg Property Ltd, who I had the 

opportunity to interview regarding the football club RBK and about the economic situation of 

football clubs on a general basis. Finally, I would like to thank my parents who have 

encouraged me during the entire study period, as well as my fellow students who have made 

study time a memorable experience. 
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1.2 The Current Problem 

Norway is a strong football nation, not necessarily in relation to achievement and success in 

European and global context, but in relation to that football is a very popular sport. 

Approximately 325 000 Norwegians play football at various levels in Norway today. This 

makes Norway one of the countries with the most people playing football per head of 

population (UEFA, 2010). In other words, 6.6 percent of the entire Norwegian population is 

registered players through the Norwegian Football Association. Further, by doing some 

calculations based on age-specific population statistics, it appears that 76 percent of all 

Norwegians between 6 and 24 years are playing football (!) - No doubt that football is a very 

popular sport in Norway.  

These days football is more than feelings. Financial resources and money have become an 

essential part of the football world today. When competing in the elite division or at 

international levels, access to financial resources partly determines how successful a football 

club can be. It‟s therefore interesting to examine the importance of different aspects of 

financial resources and how these affects sporting success at the highest level of Norwegian 

top football. 

The approach to the problem in this paper is divided into two parts. The first part looks at 

different factors for success in Norwegian top football, here represented by the five best teams 

in the elite division in Norway. The time period is 1992-2010 and the teams are Rosenborg 

BK, SK Brann, Vålerenga IF, Stabæk IF and Molde FK. The second part of the current 

problem addresses what has been a very actual topic the latest years, both in Norway and the 

rest of the Europe, namely the problems related to the finance management of football clubs 

and why football clubs in general rarely make profits. The problem statement is: 

How big an importance do the market size, the P&L account and other 

financial resources have on the success of Norwegian top league football, 

and why do football teams in general have a problem in creating profits? 
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By the term Norwegian top football the meaning is the football teams in the elite division for 

league football in Norway, Tippeligaen. Officially, Norwegian top football is in Norway the 

name of the two upper leagues for men and the upper league for women, Tippeligaen, 

Adeccoligaen (both named after its main sponsor) and Toppserien, respectively. Success is a 

relative term, and the boundaries between what is success and what is not success can in many 

cases seem unclear. In this paper, the term success has the meaning of having a good league 

standing position at the end of the season, particularly among the top three positions, but also 

a position among top five is used, together with other measures of success, such as number of 

points and the UEFA coefficient. The term “economic success” is perhaps an improper term 

when it comes to football, because European football clubs‟ objectives are usually not profit 

maximization, but to win trophies. Success in economic terms may therefore be difficult to 

define, but characteristics of a healthy economy, such as a sound financial management, 

balance between earnings and costs and a reasonable expenditure policy may serve as a good 

indication. As will be shown later in this paper sporting and economic success are closely 

linked together and it will be extremely difficult, almost impossible, to stabilize in the top of a 

league without a certain level of financial resources, especially if other clubs in the same 

league have wide access to financial resources. A good example of this is Liga BBVA, the 

Spanish league, where Barcelona and Real Madrid are giants, both performance wise and in 

economical terms, compared to the other clubs in the league, and the large access to financial 

resources is most likely the reason for the large distance between these two teams and the rest 

of the teams in the league. Economic success will therefore not be a separate object for 

analysis, yet it‟s an inevitable subject whom has to be examined in order to understand which 

factors are essential for a team in order to be in the top of a league. 
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1.3 Relevance 

The current problem is in many ways exciting. Yet, it‟s relatively little research on this area in 

Norway. In other countries research on football economy is more widespread and many 

countries lie ahead of Norway in this research area. However,  in the recent decades one have 

seen a trend of a new interest in football economy in Norway, and as the term „football as 

business‟ gets more important for every year, this is a natural area for research in the years to 

come, also in Norway. 

It is unfortunately several challenges in association with doing research on the area of football 

economy, although far from impossible to carry through. The amount of data available on the 

internet is overwhelming, although the greater part of the information is for the five big 

leagues in Europe, and not for small football nations as Norway and the likes. But some 

football statistics are available for the majority of countries in Europe, together with different 

reports composed by UEFA, for instance. Much of the information is clearly of variable 

quality and is by no means quality assured, but it‟s surprisingly many people that find 

pleasure in making football statistics accessible for others on the Internet. Some form of 

cooperation with the relevant football clubs in this paper will bring an addition of strength to 

the research, but it‟s not a necessity, although no cooperation may create challenges in terms 

of obtaining all desirable data. 

Since the approach to the problem in this paper is partly built upon qualitative aspects, it‟s 

important to get an overall understanding, at least as far as possible, of the conditions in the 

relevant area here, Tippeligaen
1
. As examining all the 16 teams in Tippeligaen would have 

been too time-consuming and complex in this case, it‟s necessary to delimit the conditions 

object for the analysis. Thus, only the five best football teams participating in the division 

have been chosen for the examination. Since the main purpose here is to look into the success 

                                                 

1
 The division is named Tippeligaen after its main sponsor which is Norsk Tipping, a Norwegian government-

owned public betting company. Norsk Tipping has been the main sponsor of the elite division since 1991 (Norsk 

Tipping, n.d.). 
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factors of Norwegian top football, the selection of the five teams is an appropriate sample to 

work with and to base the analyses upon. Although these teams will not serve as an optimal 

sample of the whole population, i.e. all the teams in Tippeligaen (and that is neither the main 

purpose here), they will be a natural selection to represent the Norwegian top football.  

The time frame used in some parts of the analysis is four years (2006-2009). The rather short 

time frame is due to limitation of analyses and the collecting of accounts and statistics 

together with absence of sources of information, particularly accounting data. Although the 

short time frame may put certain restrictions on some parts of the analysis, it‟s not essential 

for a credible and reliable analysis. For other parts of the analysis a somewhat longer time 

frame is used as more data are available 

 

1.4 Brief Overview 

Economic aspects are not the very first thing most people think of in connection with football. 

Economy is often overshadowed by strong affectional aspects, stretching from overflowing 

happiness when your favorite team wins to bitter frustration when your favorite team‟s rival 

wins. The fact that many people do not think about is that the whole football industry today is 

based on an economical foundation where financial resources are essential for a football 

club‟s existence. The football industry has not always been pervaded by money, but as soon 

as people realized that there was money to be made in the football industry, this industry too 

became a part of the money-driven society we live in today. As examples, the most successful 

teams in the biggest European leagues has an income of several hundred millions of Euros, 

with Real Madrid on top, as the first team ever to reach an income in excess of 400 million 

Euros, in 2010 (Deloitte Sports Business Group, March 2010). 

Football economy is an interesting area of research. At first glance it may seem as the 

economy in football clubs thrives as never before as many clubs generate huge income, 

players have salaries in the multimillion-euro-class and football has never been more popular. 
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Actually football is today the most popular sport in all of the world‟s continents except for 

Asia/Pacific, and in Europe 22 percent of the population believes that football is the number 

one sport (Jørgensen & Strudahl, 2011).  No doubt that money is an important and inevitable 

part of today‟s world of football. When taking a closer look at the economics of football a 

darker picture emerges. Very few of the football teams today come in under the category of 

good investment objects, or in other words; very few football teams are moneymakers. It‟s not 

necessarily the income that is the problem for most teams, but rather the costs and the balance 

between the income and the costs.  

In Norway half of the teams in Tippeligaen are public corporations (one of these is a public 

limited corporation)
2
, but none of the clubs are listed on the stock exchange, like for instance 

in Denmark, where several teams playing in the elite division are publicly listed. Also in 

Denmark the accounting figures are of a rather sad kind; since 1992 until 2009 the clubs, as a 

whole, has only had positive annual results in ten of the 18 years, and the accumulated deficit 

in 2009 was 298 million DKK
3
 (Sperling, Norskilde, & Bergander, 2010, p. 208). Whether a 

football club is listed on a stock exchange or not seems to be of little importance on the 

possibility of making good profits (of course there are some exceptions to the rule, like for 

instance Manchester United in England). 

Although the majority of the football clubs have similar characteristics as other companies in 

other business areas, most football clubs are not able to yield money in the same way as these 

other companies. Could the reason be that the excess money after expenses is used to 

purchase new players in order to strengthen the team‟s position in the league? Sporting 

success is after all the number one objective for most European football teams, not necessarily 

to earn as much money as possible and to pay off investors. Or could the reason be that the 

                                                 

2
 Lillestrøm SK, FK Haugesund,  Stabæk IF,  IK Start, Strømsgodset IF, Viking FK,  Vålerenga IF and 

Fredrikstad FK (public limited corporation) 

3
 approximately 40 million Euros if a exchange rate of 7.45 is assumed 
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players are overpaid or the club‟s costs are forced up to unhealthy levels in order for the club 

to be able to keep track with each other? 

There are several complications in association with not having a sound financial stability 

within an organization, be it a football club, a multimillion euro manufacturing company or a 

small human rights organization. Without a financial foundation it‟s hard to determine long-

term objectives and business plans and the organization may be perceived as little credible by 

other stakeholders, such as sponsors and local governments. A more specific consequence of 

financial instability is actually refusals to participate in leagues and tournaments; each 

football team needs a license in order to have permission to attend national and international 

leagues and tournaments, and in order to get this license granted a certain number of financial 

parameters must be fulfilled.  

One attempt has recently been made in order to improve the financial situation in the 

European football clubs; the Financial Fair Play concept, which I will get into later. Briefly 

this concept is set to life in order to hopefully eliminate the huge deficits which many of the 

European clubs struggle with today, and the main idea behind the concept is that football 

clubs should not spend money in excess of the income they generate (UEFA, n. d.). 

Many clubs struggle financially. However, the more success you have in sports, the more 

success you will have economically. And the more success you have economically, the more 

success you will have in sports. This phenomenon can be described as “Football‟s Wheel of 

Fortune” which will be more carefully explained later. 

An important question is how football clubs can obtain financial stability? The answer is to 

find the most important factors which can influence both sporting and financial success. 
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Main section 

2.1 Literature Review 

The previous research of football economy in Norway is of a relatively limited kind. If one 

seeks out in Europe one can find much more widespread and in-depth research. In the United 

States a lot of research in the area of sports economics has been published. Although all of 

this research isn‟t directly pointed at football, it‟s strong reasons to believe that many theories 

and findings are applicable in football economics as well. 

There can be many reasons for the relatively little previous research on football economy in 

Norway. First of all, Norway is not a big football nation compared to many countries in 

Europe, like the five big leagues (England, Spain, Germany, Italy and France) for instance. 

Also the fact that it‟s relatively short time since the top football in Norway was 

professionalized can be a reason for the lack of widespread research on this topic. 

It's made no attempt here to give an overview of every work and research pieces that exists in 

relation to football economy in Norway or abroad. As this paper is quite broad in scope and 

extends over several issues, the relevant literature stretch over several hundred articles and 

books. There‟s, however, some authors and researchers whose papers stand out in the jungle 

of previous literature as important research works in the area of sport economics. Among 

them are Rottenberg (1956), Neale (1964), Sloane (1971), Rivett (1975) and Szymanski 

(2003). 

European football clubs‟ issue of creating profits appears in Simon Rottenberg‟s paper “The 

Baseball Players‟ Labour Market”. Simon Rottenberg early on presented two important and 

well-known theories, namely the Invariance Proposition and the uncertainty-of-outcome 

hypothesis, where both have had an important role to play within the theory of sport 

economics ever since. The uncertainty-of-outcome hypothesis partly explains why the 

relationship between ordinary businesses is different from European football clubs, and why 

football clubs are interested in upholding the competition among the teams in a league. 
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Rottenberg presents the theory which states that no teams will be able to be successful unless 

its competitors survive and to some degree succeed such that the difference in the quality of 

the match played between two teams is not too large (Rottenberg, 1956). Several authors have 

followed up this topic. Neale (1964) discusses in his article about the peculiar characteristics 

of football clubs as businesses, how the organizations in the football industry are competing 

organizations, but still cooperates in economic contexts because they need to in order to 

survive, as each and every single football club is dependent of the existence of other football 

clubs to create the entertainment products which are their means of livelihood. 

Recently the topic of financial managerial lack of stability and tidiness has become a hot topic 

in football. Most of the previous research in these areas has had its focus on more general 

theories explaining the difference between football clubs as businesses and businesses in the 

usual term as we know it from the everyday business. Lately, however, studies going more 

into depth on this topic has emerged, both as a consequence of the increased focus from 

organizations such as UEFA and the like, introducing the Financial Fair Play concept, and 

because poor financial leadership is becoming a major problem for many clubs which 

overspend money in relation to the revenue generated.  

Since theories such as the uncertainty-of-outcome hypothesis and research papers describing 

the characteristics of professional sports have been published, much theory has been written 

on the subject of regulations in the football market, and whether it‟s fair that the financial 

market in connection with football is regulated for the benefit of the market participants, i.e., 

the football clubs, while the regulations of this kind are strictly forbidden in ordinary financial 

markets. The argument to maintain and constantly create new regulations in the football 

market is the football teams‟ mutually dependency on each other to create the best possible 

financial result. Without competition and other competitors, football would never be able to 

function as an entertainment product because it wouldn‟t be interesting to the public. This is 

what‟s described through the Uncertainty of outcome-hypothesis, and several researchers, in 

addition to Rottenberg and Neale, Sloane (1971) and El-Hodiri and Quirk (1971) have studied 

this topic. Also more recent works take up these topics. Among them is Stefan Szymanski 
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(2003)
4
 in The Economic Design of Sporting Contest. Here Szymanski states that the nature 

of competitive team sports has formed the basis of numerous antitrust statutes (in U.S. courts) 

and that the basis for these statutes can be reduced to three propositions: 1) “Inequality of 

resources leads to unequal competition.” 2) “Fan interest declines when outcomes become 

less uncertain.” 3) “Specific redistribution mechanisms produce more outcome uncertainty.” 

(Szymanski, 2003, p. 22). 

Based on these theories it can also be argued that football leagues are good examples of 

business cartels where the teams cooperate in order to generate higher profits. As cartels in 

ordinary business sectors are strictly regulated by law, cartels within sport leagues are a 

condition for the sport to be maintained and that the uncertainty-of-outcome will be uphold. 

Both Rottenberg (1956) and Neale (1964) discuss league theory and how teams can and must 

join forces in order to be able to maintain competition.  Neale points at and emphasize the 

peculiar economics of professional sport in his study with the same name. He says in his 

article that the common products that are products united by legal separate entities are 

actually the complex united product of a business, and this activity is necessarily an all-

encompassing activity or natural monopoly. Since cartelizing is necessary not only to 

maximize profits, but also and especially for the maximization of output, the geographic 

breakdown of the market is an inherently unstable situation which is usually replaced with a 

natural monopoly business. Further, he states that the activities in light of economic theory are 

the league, and the league is a natural monopoly with demand and cost and profit adjustment 

that will always tend towards a union of all league activities for a single gigantic business. In 

another sense, it‟s clear that professional sports is a natural monopoly, characterized by 

certain distinctive characteristics, both in structure and in how it works in the market (Neale, 

1964). Consequently, the professional leagues need regulations in order to function. 

                                                 

4
 Also published in 2010 (Szymanski, The Economic Design of Sporting Contest, 2010). 
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Hervik and Ohr says in their paper that the football model chosen in Europe has many of the 

characteristics of a free competition model, in terms of advancement, relegation and 

qualification for tournaments like the UEFA Champions League of Europa League. They 

explaine that this can be compared with free entry in a market solution, and leads to much 

greater competition in leagues compared to what is the case for the American leagues, which 

are closed league systems. The advantage of such a free competition market system is that 

small football clubs without major financial resources have the opportunity to be fighting for 

the coveted spots (Hervik, Haugen, Ohr, & Solum, 2001). 

Differences between the league systems in Europe and the U.S. systems have of course been 

discussed: Which is best? It depends entirely on the football club owners' primary objective: 

profit maximization or win maximization. The American leagues are similar to a franchise 

system, a closed league where the participating teams have no danger of losing their place. 

This means that prices can be pushed up with respect to tickets, media rights and high public 

expenditure for the host city of the stadium (Hervik, Haugen, Ohr, & Solum, 2001). However, 

the American club owners have a more conscious view of maximizing profit relative to what 

exists in Europe: they do not share the view that profit maximization creates obstacles for the 

club's natural objective, namely to win trophies. It is therefore introduced certain measures to 

partly avoid sky high player salaries, which is one of the major economic problems for many 

European teams. Yet, it will not necessarily be wise to introduce such salary caps in Europe, 

without further changes, as a remedy to financial trouble in European football clubs, because 

the market model that prevails here is not feasible with such regulations. 

It has been debated among researchers, among others, Szymanski, in his book Winners and 

Looser, the advantages of introducing a joint European league with similar characteristics to 

the model used in the United States. However, as stated by Hervik et al. (2001) this will not 

be positive for small football nations such as Norway, which most likely will not be invited to 

participate in such a league due to relatively poor football skills in the National League. 

Norwegian league football isn‟t good enough in a European context, at least not among the 

very best. It can be discussed if this possibly is a consequence of the Norwegian football 
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geography, with large distances and relatively sparsely populated areas when we compare 

with, for example, England or Spain. This means that for a team to know their local audience 

is extremely important. A football team‟s market size can be measured in different ways. One 

approach is based on population, yet others are based on attendances. Troelsen has used 

population base as a measure on market size and through analysis found a relationship 

between geography and success of a football team (Troelsen, 2005). Walker (1986) has 

studied the relationship between success and market size, focusing on the city size effects and 

the effect of attendances on team performance. Walker suggests in his study that teams from 

larger cities are more successful than teams from smaller cities, and that this effect among 

other things is amplified through larger attendances (partly because of visitors from smaller 

areas surrounding the large cities). Walker also find that the distance between the two 

competing teams have a predictable, negative exponential effect on the number of spectators 

in general. Another study on attendances, more specific a study on why attendances on 

English football matches were decreasing during the period of 1948/49 until 1979/80, 

concludes that football matches are a less important benefit for people in general, which leads 

to falling attendance numbers at matches in England, among other things during tough 

economic times (Bird, 1982). It is reasons to believe that this finding is applicable to other 

European leagues as well. 

 

2.2 The Situation of Football Today 

As mentioned earlier in the preface, there‟s relatively little previous research on the area of 

football economy done in Norway, but nevertheless, the Norwegian peoples‟ interest in 

domestic football is huge taken into account the fact that Norway is such a small football 

nation. Norway is one of the countries in Europe which has the most spectators on matches 

compared to country population. The table below shows the spectator-to-population ratio for 

some randomly selected European countries. The figures are from the 2009/10 season (the 

population figures are from 2010). 
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Figure 1 Spectator-to-population ratio for randomly selected European countries 

 

Source: Data from (UEFA, 2009), (Store Norske Leksikon, n.d.) and (Wikipedia, 2011) 

The table shows that among all these countries, Norway is the country which has a league 

with the most spectators compared to country population. The numbers in the table represents 

the elite divisions in the individual countries. Number of teams in each league is not taken 

into account in this table, but most of the national leagues have the same or more number of 

teams than the Norwegian league, which therefore will not have an unfortunate impact on the 

numbers here. The only country that might have reached the same percentage as Norway if 

the number of teams in the league had been taken into consideration is Denmark, which has 

only 12 teams in the upper league, while the spectator and population statistics are quite 

similar to the numbers of Norway. Some quick calculations confirm this assumption. 

Although football has been a business for many years, it‟s not until recently that the “football 

as business” has exploded in scope. Today, extremely many stakeholders are associated with 

the sport, such as sponsors, players, player unions, managers/coaches, owners, communities, 

television companies, real estate companies, supporters, spectators etc. Unfortunately the 

growth also causes less positive aspects of the sport to come up. The financial turbulence of 

the football industry has received a great deal of attention lately, especially in the media. 

Unfortunately the financial situation of many clubs in the European leagues is not at a 

desirable level today and lack stability and economic common sense. Attempts to improve 

this problem are set to work, and one of the generators which have made this happen is UEFA 
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with president Michel Platini in the lead. This effort is an important attempt to get rid of 

financial problems in football clubs, and it‟s good for the sport that such problems are taken 

seriously. This will be more deeply discussed later.  

Sadly, there have lately been speculations and accusations of corruption towards the top 

management of different football organizations around the world, such as the international 

government body of football, Fédération Internationale de Football Association (FIFA). If this 

shows to be true, the question is how football associations will be able to convey good morals 

about financial conditions of football clubs if they are steeped in dishonesty, financial 

corruption and injustice? The latest allegations claim, among other things, that FIFA is 

steeped in corruption at all levels, including the planning of several World Cups to come. 

(Krokfjord & Sandli-Dagbladet.no, 2011). It‟s important to state here that this is only 

accusations and not stated facts. 

 

2.3 The Football Teams 

The football teams that make up much of the basis for the analysis and the theoretical part are 

the five best teams from the year the elite division were professionalized in 1992 and until 

2010. The term „best‟ refers to the number of times the teams have ended the season as 

number one, two or three in the league during a time period of 16 years. The five chosen 

teams were selected based on the number of medals earned, where gold is best, silver second 

best and bronze third best.  

Rosenborg Ballklubb (RBK) is by far the best team in the Norwegian elite division during the 

period from 1992 to 2010, but also the best Norwegian team of all times. The football team is 

located in Trondheim, the third largest city in Norway. Since 1992 RBK has earned 16 gold 

medals and from 1992-2004 the team won 13 years running. RBK is also the football club in 

Norway with the largest income and the largest administration and organization. 
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During the last five years the club has had a positive annual result only in one of the years. Of 

course buying and selling players has a big influence on how the annual result would look 

like, and therefore it cannot be drawn quick conclusions based on the annual results only, but 

this is in accordance with the negative tendency of European football clubs‟ financial 

situation, which will be more carefully discussed later. 

The other four teams object for analysis and discussion are Sportsklubben Brann (Brann), 

Molde Fotballklubb (Molde), Vålerenga Fotball (VIF) and Stabæk Fotball (Stabæk).  

Figure 2 Geographical spread of the football clubs 

 
Source: Map of Norway from Googlemaps.com and logos from the football clubs‟ web pages 

 

The figure above shows the geographical spread of the five selected teams from the 

Norwegian Tippeligaen. Brann is from the next largest city in Norway, Bergen, and Molde is 

from the city Molde. From the capital city Oslo, are the teams VIF and Stabæk. More specific, 

Stabæk is located in the municipality Bærum, just outside Oslo. 
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Among these teams it‟s reasonable to claim that RBK is the only team which is well 

established and stabilized in the top of Tippeligaen. The key to a stable and well established 

position in the top of the league is long-term goals and strategic planning, says Roar 

Munkvold, manager for Rosenborg Eiendom AS (Rosenborg Property Lmt). These elements 

have always been a central part of RBK‟s management and the club has deliberately tried to 

hold back in order to not be too anxious to overinvest on a short-term basis, and rather build 

up the organization slowly but firmly (Munkvold at RBK, 2011). RBK also has a strategy 

where the focus is on one sport and one team, and not on several sports, as is the case for 

Vålerenga for instance. At RBK, all efforts are aimed towards creating a good and 

entertaining football product only, which probably also are one of the reasons for the club‟s 

success. 
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Theory 

3.1 Financial Problems in European Football Clubs 

Football is more than just a mindless game just to entertain. Football is business, strategy, and 

above all, a money generator. Extremely large amounts of money go into circulation as a 

result of transactions made in connection with football in some way. Be it sales or purchases 

of players, television rights in connection with the games, sponsorship and advertising 

revenues, purchases and sales of merchandise, etc. The list is long. Money flows in and out of 

football clubs, but rarely comes out in the form of profit. Most of the revenue surplus is eaten 

up by the costs, thus it‟s often a delicate balance between keeping the ship in time or ending 

up in a crack where the costs get to such large levels that revenues aren‟t able to cover it all. 

For many years the financial situation has been a problem many football clubs have had to 

struggle with. The situation has created problems for the clubs such as liquidity shortfalls. The 

bad financial situation has also been mirrored in the sporting part of the organization, which 

has resulted in a weaker sporting performance for certain teams in some seasons or over 

longer periods. 

One possible theoretical aspect, which to some extent can justify the financial management 

and the, somehow, hazardous employee cost spending of football clubs, are the virtuous and 

vicious circle. 
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Figure 3 Football’s wheel of Fortune 

 
Source: Inspired by (Jørgensen & Strudahl, 2011) and (Sperling, Norskilde, & Bergander, 2010, p. 222) 

 

The Football‟s wheel of Fortune may indicate a reason to why very many football clubs 

doesn‟t have a profit by the end of each year. Instead of putting earned revenues in the piggy 

bank the clubs invest the excess money in new players to strengthen the team in order to 

become a better football team and hence get higher income so the team again will be able to 

invest in new and better players to get more success again and so on. This relationship is 

described through the virtuous circle and can be used to explain how success in sports leads to 

a stronger economy and how a stronger economy leads to more success in sports etc. 

Unfortunately one can quickly end up in the vicious circle if one looses focus: in the virtuous 

circle player wages are often forced up to a higher and higher level as the team experience 

more success and higher earnings. If the players don‟t perform in one season and the team 

misses a good table position or isn‟t able to perform well in tournaments such as the 

Champions League or the Europa League, the income decreases fast and the club will have 

trouble with paying some of its most expensive players and would have to sell some of them. 

This will in most cases affect the success on the pitch in a negative direction, which causes 

the income to decrease, again many players will be too expensive for the club and need to be 

sold, consequently leading to less success on the pitch and so it continues. This relationship is 

described as the vicious circle and shows the opposite pattern of the virtuous circle. Teams 
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can easily go from the virtuous circle to the vicious circle. The other way around, however, is 

not as easily accomplished. 

Another possible reason, essential and fundamental, for the poor financial situation among the 

European football clubs is that European football clubs are win maximizers rather than profit 

maximizers. The incentives to bring financial stability into football clubs are not present 

because such an approach seems to actively undermine success in sports (Peacock, 2009). 

Peacock isn‟t alone with his study on this topic; also Vrooman explains the “problem”: 

Owners of European football clubs are willing to sacrifice some financial return in order to 

achieve better success in sports (Vrooman, 1997).  Another way to look at it is through the 

Louis Schmelling Paradox, which simply states that a business in professional sport has a 

different main goal than a business in a competitive market, as we are used to know it (Neale, 

1964, p. 1) 

Although profit maximization is not a football club‟s main objective, a sound financial way of 

managing an organization is essential. As the football industry has grown to become a 

multimillion euro industry, a number of underlying factors has driven the financial situation in 

many clubs in an unfortunate direction.  

A general trend among football clubs is an overly optimistic view when it comes to the 

accounting conditions in the organization. This problem shows up particularly well 

throughout the clubs' valuation of assets. A football club's assets consist primarily of the 

squad, and understandable, it‟s worse to put a "correct" value on a number of football players 

than on more tangible assets like real estate, financial products or other goods. Consequently, 

there are many clubs that put a value of their players which is far higher than what is the real 

price in the market for buying and selling football players. Naturally, this leads to a problem 

when players are sold, and income from sales is much lower than what the club has budgeted. 

In the accounts, this leads to a problem when the assets are recorded at a much higher a value 

than real value. This leads to an imbalance in the entire statement. 
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This (artificial) high valuation of many players is also a reason for that player wages in some 

cases is very high, leading to the unfavorable situation with the high salary percents in many 

of the leagues across Europe, including in Norway, although the situation in Norway is at a 

much smaller level than in Spain and England for instance. Also here, the reason why 

European football clubs struggles is their striving for a win maximizing approach. A win 

maximizing football club will hire talent (in form of star players) until it operates on break 

even between costs and revenues, while a profit maximizing club will hire talent until its 

marginal revenues are equal to the unit cost. This explains why win maximizing clubs have 

higher costs and struggle financially: When operating at break even, there is no safety margin 

to take away for unexpected reductions in revenues or for unexpected increases in costs. This 

might then cause deficits in the accounts, as long as it‟s not possible to offload talent, which 

in many cases is difficult due to player contracts stretching over several years (which became 

more common in European football after the Bosman ruling was introduced) (Solberg & 

Haugen, 2010, pp. 331-333). In many clubs the salaries given to the players stand in contrast 

to the rest of the clubs‟ economy. In the Club Licensing Benchmarking Report for the 

financial year 2009, UEFA states that the employee cost ratio continues to rise, and went from 

61 percent to 64 percent in 2009, with personnel cost growth of 8 percent more than eating up 

all the increased revenues. Further it‟s stated that in 2009 record losses were reported and that 

28 percent of European clubs spent 6 Euros for every 5 Euros of revenue (UEFA, 2009, p. 

59).  

A couple of years ago many experts predicted cut downs in the costs and under scrutiny were 

particularly player wages. Rune Hauge, an experienced Norwegian football agent, said then 

that many of the teams in Tippeligaen would have to reduce their salary budgets with at least 

50 percent to survive economically. The sports manager in Viking, one of the teams playing 

in Tippeligaen, agrees with Hauge. He added that some of the teams maybe would have to cut 

as much as up to 70 percent, while some clubs could get away with about 20 percent, but on 

average the cut down of the salary budgets in Tippeligaen could come to around 50 percent. 

Hauge is of the opinion that RBK for instance, budgets with money they don‟t have through 

gambling on attendance in the UEFA team leagues, and by that they have the possibility to 
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raise the salary budget more than they would have been able to do if they didn‟t budget the 

income from the UEFA team leagues before they actually know for sure that they will be 

attending these leagues (Johanneson, 2010). When speaking to Roar Munkvold at RBK he 

could tell that in order to keep the organization and administration and also be able to 

maintain its position as Norway‟s best team, they have to make the assumption that they will 

attend the Europa League, in order to obtain the income needed to manage the whole 

organization which Rosenborg Ballklubb consist of. They do not assume that they will attend 

Champions League; to attend this league will only be a bonus, he says. For RBK, attendance 

in the Europa League is a part of the long-term goals and visions of the football club 

(Munkvold at RBK, 2011).  

Because of lower predicted income the nearest years to come, most teams in Tippeligaen 

would have to reduce the costs for the future years, and adjust these in order to get a balanced 

profit and loss account. Since 2008, RBK and Molde have not made any significantly cuts in 

the costs, while VIF, Stabæk and Brann have reduced their expenditure some in order to get a 

better balance in their profit and loss accounts (P&L account). Consequently, RBK is the club 

with the largest deficit, while Molde actually have managed to keep the balance in the black, 

despite of no cost-cutting. 

The financial crisis left its mark on the football sector as well, characterized by 

overinvestment and strong eagerness. Although some football clubs experienced positive 

results, the financial crisis caused the margins to shrink. The years of recession after the crisis 

were difficult for many clubs. The number of spectators fell as a result of a tighter economy 

for people in general and many sponsors pulled out because they struggled with the financial 

situation in the market as well. The sales of merchandise items also fell, but this was not as 

prominent as the other consequences. Also for the football sector the crisis came 

unexpectedly, which didn‟t allow for any preparation in form of cost-cutting, lay-offs and the 

like. 

The problem of the cost-revenue imbalance didn‟t emerge due to the financial crisis, as 

opposed to a popular belief, although the crisis necessarily created problems for the football 
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clubs as well as in other sectors. The economic problems among the football clubs was linked 

to the political aspect of football, and started before the crisis hit. Most of the world markets 

and sectors were characterized by an extreme increase in the years before the global economy 

crashed together, including the football sector. The football economy was characterized by 

overinvestment: In Norway, for instance, this was seen by all the teams wanting to be the best 

team and to win the league. Hence, many of the clubs invested in new players and 

developments of their stadiums to get up to the level as one of the best football clubs in 

Norway. The position as the best team can, due to the zero-sum game nature of football 

tournaments, only be held by one team at the time, which resulted in many teams not reaching 

their ambitions. The consequences for most of the teams which had overinvested were that 

they were left with very high costs, for instance in terms of amortization of player contracts 

and fees for the loans from the stadium investment, while the revenues were lower than 

budgeted as the teams didn‟t reach their goal.  

This phenomenon was present in other countries as well, as for instance in Denmark. Danish 

sports economist, Troels Troelsen, says in a Danish newspaper article that once one football 

club announces that their objective is to win the league, the other clubs comes under a 

pressure of doing the same; they push each other towards the same objective (Olsen-

Business.dk, 2010), which is unfortunate as only one of the teams will be able to live up to its 

ambitions. At the same time the teams were unable to cover these expenses with the revenues 

they generated because the ambitions had led the costs up to a level that indicated that the 

they were the best team in the league, while the revenues were at a much lower level because 

many of the teams only managed to achieve a position mid-table or lower. There was simply 

no interaction between the ambitions and the real achievements and therefore no interaction 

between the income and the costs. In the following years many of these teams struggled with 

the cost-revenue balance because they kept on failing to achieve good positions in the top of 

the league. The teams didn‟t have the capacity or administration to stabilize in the top of the 

league. The consequence of losing top positions in a league is the loss of revenues, 

particularly from the UEFA team leagues. The position as number one in Tippeligaen gives 

the right to play in Champions League the following season and number two and three gives 
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the right to play in the Europa League the following season. Football matches related to these 

two tournaments provide high income, partly because there is a great interest among the 

public for these games as the opposing teams often are big European clubs, and partly because 

of money rewards provided by UEFA.  

Also other items of income are reduced as a consequence of a poor league standing position, 

such as reduced revenues from a lower number of spectators and reduced income from 

sponsors. An examples of a football club that has been among the top three in recent seasons, 

but haven‟t been able to stabilize in the top, are Brann  - winner of the 2007. The former 

manager Martin Andresen, who led the team to champions in 2007 season, recently expressed 

himself clear in one of the largest newspapers in Norway as to the situation Brann has ended 

up in after the golden year. “It went the way I predicted at that time. (…) I gave them a few 

words of warning that night the gold was celebrated and said: “I hope it is the case that Brann 

will be able to put up with winning this gold medal, but they didn‟t”, said Andresen. Further, 

he explains that Brann had all it would take to take the hegemony in Norwegian football at 

that time, but that they threw it away, and that they were so excited over taking the first place 

in the league that they forgot to look further ahead. They were happy the way things were and 

didn‟t make enough actions for the future (Svegaarden, Knut E. - VG, 2011). It is a lot of 

examples of mediocre football clubs around Europe which one year shoots the golden bird, 

hits the first place in the domestic league and qualifies to Champions League. This increases 

the ambitions and the income compared to previous years with several millions, which make 

many clubs go ahead buying star players to match their ambitions. This causes the costs to 

skyrocket due to increased player salaries, and when the teams, as unfortunately is the case for 

many of them, never reach the number one position again and never qualify to Champions 

League again, the clubs have put themselves in a very difficult position. The P&L account of 

Brann shows this phenomenon: After the winning season in 2007, costs increased a great deal 

the year after, causing a deficit as the income this year were not especially high due to a poor 

season leading the team to end up on the 8th place. After the 2010 season Brann was not yet 

rid of the deficit. 
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Michel Platini, president of the Union of European Football Association (UEFA), has great 

plans to put an end to the problems with the great deficits. In mid 2010 the executive 

committee of UEFA approved a set of regulations called Financial Fair Play. In brief, these 

regulations aim at reducing the deficits in European clubs over a three-year period and in the 

end reach break-even where the deficits are completely eliminated. The financial years ending 

2012 and 2013 will be the first years to be assessed. (UEFA, n. d.). 

The principal objectives stated by UEFA are: 

 to introduce more discipline and rationality in club football finances 

 to decrease pressure on salaries and transfer fees and limit inflationary effect 

 to encourage clubs to compete with(in) their revenues 

 to encourage long-term investments in the youth sector and infrastructure 

 to protect the long-term viability of European club football 

 to ensure clubs settle their liabilities on a timely basis 
Source: (UEFA, n. d.) 

The idea behind these regulations is that one should not spend more money than one can 

generate, and Platini said, during the start-up of the implementation phase that “we have 

worked on the financial fair play concept hand-in-hand with the clubs, as our intention is not 

to punish them but to protect them (…)” (UEFA Executive Committee, 2010).  

The consequence for the clubs under these regulations is submitting of evidence in order to 

prove that they don‟t repeatedly overspend in relation to generated revenues so that they are 

able to meet all their commitments at all times. Clubs that are classified as high-risk clubs, 

according to certain indicators in the new regulations will have to submit budgets with 

detailing strategic plans (UEFA, n. d.). A consequence of not following the rules for the 

Financial Fair Play regulations is at worst refusal to participate in the UEFA team leagues. 
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3.1.1 Game Theory in Sports 

In the section about player wages an idea that one of the reasons for the high employee cost 

levels in some leagues is due to “wage-races” between the teams in a league is presented, and 

that is due to an overbidding of each other (aggressive strategy) in order to come out on the 

top. If the clubs rather cooperates (moderate strategy), all the clubs will be better off because 

then they will in theory be able to keep wages at a lower level, but at the same time maintain 

status quo on all other areas such as league standing for instance. However, if the clubs enters 

into such agreements, there will always be an incentive for several of the clubs to break the 

contract and increase the player salaries, such that these clubs will be better off than the rest. 

The teams which maintain the contract will experience less success due to poorer players as a 

consequence of lower salaries. The situation described here is nothing more than classic game 

theory, and many may recognize this better as The Prisoner‟s Dilemma
5
. This game theory 

approach shows why many football clubs spend money in excess of their revenues.  

Let‟s say a few clubs in a league follow a moderate strategy, while the rest of the clubs follow 

an aggressive strategy, the clubs with the moderate strategy will have lower costs, as 

explained above. This seems to be a good solution, clubs with small budgets can adopt a 

moderate strategy and clubs with a more spacious budget can follow an aggressive strategy. 

What about the long-term effect, then? Clubs following the moderate strategy will have the 

risk of being overtaken by the aggressive clubs, which over time can cause reduced revenues 

(sponsor income, gate receipts, income from television broadcasting etc), and the worst case 

scenario: relegation. A concrete example from the Scottish Premier League for the 2000/01 

season: The higher league standing position a team had the deeper red the P&L account was. 

                                                 

5
 The Prisoner‟s Dilemma is “A paradox in decision analysis in which two individuals acting in their own best 

interest pursue a course of action that does not result in the ideal outcome. The typical prisoner‟s dilemma is set 

up in such a way that both parties choose to protect themselves at the expense of the other participant. As a result 

of following a purely logical thought process to help oneself, both participants find themselves in a worse state 

than if they had cooperated with each other in the decision-making process.” (Investopedia, n.d.) 
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The larger part of the aggregate deficit belonged to the two clubs at the top, Celtic and 

Rangers, while the only club in the league with a positive result belonged to St Mirren, which 

was relegated (Solberg & Haugen, 2010, p. 337). A solution to the increasing wages could be 

salary caps, which are more widespread in American team sport leagues. The challenge, 

however, lies in introducing this regulation simultaneously in all leagues across Europe due to 

the large number of clubs. As football clubs from all of these leagues are competing for the 

same players, the regulation has to be introduced simultaneously in order to have any impact 

(Solberg & Haugen, 2010, p. 339). Also getting the giant clubs in Europe to adapt such 

regulation, which will be of no advantage for them, will be difficult to accomplish. 

In the sections below a closer look will be directed towards certain factors that may play a 

role in a football team‟s success. First out is market size and its importance for the Norwegian 

football teams. 

 

3.2 Market Size – Are big City Teams More Successful? 

For the general business firm market size is an important factor in determining where and to 

which degree it will be profitable to establish the business or to introduce new products in a 

market. In the European professional sports market a football club‟s existence and success 

may be dependent upon the market size in which the area the football club is located. In other 

words, the market size may be an important factor for success within professional sports.  

A football club‟s market size can be determined by the population structure of the area they 

belong to. It is however difficult to define the correct size of the area in which the population 

can be addressed to the different teams in a league (Rivett, 1975). 

Previous research claims that it appears to be a relationship between market size and success 

in teams participating in professional sports leagues. In a study by Walker (1986) on the 

relationship between league standings and some city size effects, together with the effect of 

population on attendances on football matches in England, a positive relationship between big 
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city teams and league standings are found. Further, he is of the opinion that big city teams are 

more successful in the light of population influence on both sporting success (league standing) 

and attendance on matches, and that this joint influence suggests a “success breeding success” 

for big city teams. Also other literature ( (Dejonghe, 2004) and (Golledge & Stimson, 1996) 

in (Troelsen, 2005)) has been written on the area and the conclusions are similar: in densely 

populated areas the potential for more spectators and more business firms that can support and 

make use of the teams as a marketing channel are greater, and therefore the potential for 

bigger success is present. Below, the importance of spectators are discussed, and if 

attendances can explain any variation in success of a team. 

 

3.3 Attendances: Can Supporters Be the Twelfth Man? 

It is often said that the spectators and the supporters can serve as the twelfth man of a football 

team when the team has an extra important match to play. A stadium filled to capacity can lift 

the team such that they can perform that little extra needed to win the match. It‟s valuable for 

a football club to have a supporter crowd which always can be counted on, also when the club 

struggles. Attendances can vary greatly from one club to another in a league. Walker (1986) 

has trough his research reached the conclusion that “(…) it is reasonable to conclude that the 

variation in football league attendances is largely explained by the divisional status of the 

teams and by the size of the travel to work area population for each team, after allowing for 

the presence of “competing” teams in the area” (Walker, 1986, p. 217). “Travel to work area” 

is Walker‟s definition of the population areas in which each football club are located. 

The number of spectators in the Norwegian Premiership has had a fairly stable upward going 

trend since 1992. In the period between 1998 and 2007, the gate attendances increased by 100 

percent (Solberg & Haugen, 2010). A reason that may explain this tendency is an increasing 

interest of football in Norway and a larger availability to people in general. The latest years, 

however, the number of spectators in Norwegian football matches has decreased some, as can 

be seen from figure 4. Several reasons can explain this decline and among them is the 
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financial crisis. The crisis left its mark also in the football industry, which among other things 

affected peoples‟ interest in spending money on live football matches. In previous research 

(on the Scottish Premier League) it‟s evident that unemployment rates have a statistically 

negative significant effect on attendances, which may suggest that financial crises, such as the 

one experienced lately, are amplifying a possible long-run decreasing trend in attendances for 

a league (Jennet 1984 in (Walker, 1986)). Since the 2007-season, the yearly average number 

of spectators in Tippeligaen has declined with a couple of thousands, which is a quite marked 

decline taking into account the short period of time. It is, however, reasonable to assume that 

the numbers of spectators will start to increase again over the next few years. 

Figure 4 Yearly average attendances in Tippeligaen from 1992 to 2010 

 
Source: Data from (Wikipedia, 2011) 

Another reason for the falling attendance of spectators is the wide range of football matches 

available through television broadcast. In recent years, the availability of football matches on 

television channels has nearly exploded. For the football clubs the television and media-

agreements are important sources of income. However, wider television coverage of the 

matches means that there are fewer people who show up at the stadium on the match day. 
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Also the stadium and the stadium facilities affect the number of spectators at home matches, 

and may be an important success factor for football clubs. Many of the Norwegian football 

clubs lease the stadium from, for instance, the local government, but also some football clubs 

own a stadium or at least the larger part of it. Whether it‟s more profitable to lease or to own 

an own stadium are perhaps a question of taste for each club, but there‟s several advantages 

related to owning an own stadium. Most of these advantages are according to future certainty 

and predictability. Most importantly are that the clubs are able to be acquainted with future 

rent expenditure and to some degree are able to regulate the rent to the club itself. Of course, 

the rent can only be adapted to a certain extent as there are fixed costs that must be paid, for 

example in connection with loans and maintenance. But there are also other options such as 

having the ability to reduce maintenance costs or to generate revenue through other methods, 

for instance by lending out the stadium for concerts, fairs and exhibitions. 

Other advantages are that the clubs themselves have the full responsibility and overview of 

the stadium developments and expansion and that there is full predictability related to the day 

of the match. Advantages associated with leasing a stadium are that the club doesn‟t need to 

have the responsibility of maintenance. 

A new stadium or improvements of the stadium will in most cases lead to an increased 

number of spectators, though only up to a certain level: As there seems to be a relationship 

between big cities and big stadiums, there‟s not necessarily any automatic control in the fact 

that big stadiums leads to an increased number of spectators when the biggest curiosity has 

subsided (Ohr & Gammelsæther, 2003). 

Expansion of the stadium can also lead to an opposite and undesired effect, namely that the 

capacity of the stadium gets to big such that it will not be possible to fill up the stadium. 

Many empty seats are unfortunate, both in the sense that it‟s expensive and that a full stadium 

creates a much better atmosphere than what a half full stadium does. Another problem 

associated with too large stadium capacity is that it will not be any competition among the 

spectators to get tickets for the most popular matches because the stadium will not be filled up 

anyway. A consequence of that might be reduced sales of season tickets, as an argument for 
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buying season tickets is for many supporters the guarantee to get a ticket to the most popular 

matches. Hence, in some cases the economic benefit of expanding the stadium capacity can be 

eaten up by the loss in revenues from season tickets, which is another important source of 

income for many football clubs.  

Time is a decisive factor in whether an expansion of a stadium will be financial successful or 

not. RBK expanded the capacity of their stadium, Lerkendal, over a time period of 2 years 

during 2000-2002 (Rosenborg Ballklubb, n.d.). This enlargement project was done at the right 

moment, which resulted in very positive economic benefits for the football club. As the 

situation is today, RBK can not envisage further development of Lerkendal, in terms of 

expanding the capacity (e.g. to 40 000 seats from approximately 21 800), because it will be 

difficult to attract up to 40 000 spectators on an average basis in such a small city as 

Trondheim. On the other hand, it will be economically advantageous to improve the facilities 

at the stadium, such as the VIP area, a wider range of services related to the facilities 

associated with family concepts, expanded areas for supporters and the like. Also investments 

which can improve the stadium‟s range of use as e.g. arena for concerts, exhibitions and 

various other shows will probably be profitable (Munkvold at RBK, 2011). 

Also many other factors influence the number of spectators, such as weather, when and if the 

match is sent on television and which channel (pay channel or public channel), which day and 

time the match is played, level of income for the population in the area and last but not least, 

how well the team is performing and the level of competition among the competing teams in 

the league. In the next section some elements of the competitive level in a league is discussed, 

along with a brief insight of competitive balance in sports. 
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3.4 Centralization and Competitive Balance in Tippeligaen 

Competitive balance is a market situation where no market participants, in this case, football 

clubs, have more power than the rest of the participants. But in many markets a competitive 

imbalance can be observed, where one or a few participants have more power than the rest of 

the participants because of its size for instance, or because of other advantages. Such a 

situation can arise when there is a high level of centralization in a league and when one or two 

teams stabilize in the top year after year. In a study by Troelsen (2005) on centralization in 

Danish football the term centralization according to football leagues has been given the 

meaning of a low level of replacement of the football teams which years after years hold the 

top positions in a league (Troelsen, 2005, p. 69). A good example of a situation with a high 

level of centralization is the Scottish Premier League where Glasgow Rangers and Celtic have 

reigned at the top of the league almost constantly since the 1995/96 season. Further, Troelsen 

finds that centralization in a league can be negative as the two same teams always stays in the 

top, often with several points to the rest of the teams. This can have an unfortunate impact on 

the league as the two teams in the top won‟t have sufficient competition from the rest of the 

teams such that they won‟t get any challenge and therefore not will develop its sporting 

capacity, which can make the teams unprepared for playing in a European context. It has been 

claimed that a solution to this problem is to form a league for only the best teams from some 

of the national leagues in Europe. Szymanski (2003) is one of those who argue that it may be 

positive effects from forming such a league. However, the probability for Norway to be 

included in such a league is of a rather unlikely kind. Therefore, such a league wouldn‟t 

necessarily be a good solution to the consequences of centralization in the Norwegian elite 

division.  

Other countries where the elite division has a high degree of centralization and competitive 

imbalance are Greece (Olympiakos and Panathinaikos), Denmark (FC København and 

Brønby) and Belgium (Club Brügge and Anderlecht). Why is there a presence of 

centralization within some leagues while there is not in other leagues? According to previous 

studies there cannot be found any explanatory factors in terms of population, areal size, 
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infrastructure or combinations of these (Troelsen, 2005, p. 71). One factor that may be 

explanatory for the centralization tendency is a self-reinforcing effect which makes it easier to 

stay at the top the more times the team(s) wins. This can, among other things, be explained 

through the income generated from the UEFA tournaments, which strengthens the teams‟ 

positions at the top of the table through gradually larger and larger access to financial 

resources as the teams keep on winning and holding on to the top positions. Gradually, the 

difference in the income and performance between the teams at the top and the rest of the 

teams will be of a certain size which can be decisive in the long-term on how hard it will be 

for the rest of the teams to scramble their way up to the first and/or second place. 

Although centralization can be detrimental for a league, it also has its advantages. Higher 

income, for instance through participation in the UEFA tournaments, is an example of this. 

The revenues from attendances in the UEFA tournaments benefit the entire league in two 

different ways: 1) through purchases of players in the domestic league made by the teams that 

have participated in the UEFA tournaments, as a result of increase revenues, and 2) through 

solidarity funds from UEFA given to all clubs in the same league as the participating team(s). 

Participation in the UEFA tournaments therefore can improve the whole football sector in a 

country on a general basis, including through an improved national team. 

 

3.5 Employee Cost Spending – How Important are Player Wages? 

Above, nonfinancial elements as possible factors for success have been presented and 

discussed. The two last sections look at employee cost spending and different accounting 

items from the P&L account as factors which may explain the variation in success for a 

football team.  

In 1992 Norwegian top football were professionalized; this was the first season it was 

officially allowed to pay football players on a professional level (Sæther, 2009). Since then 

the player wages have risen steadily and rapidly. In Norway, however, the player wages are 
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relatively low compared to other countries, in particular countries such as Spain, England, 

Italy, Germany and France. A disturbing trend, either player salaries are low or very high, is 

that a very large part of the club‟s revenues are used for employee cost spending, in particular 

players wages. In the Benchmarking Report, made and published by UEFA, an analysis which 

states European clubs‟ amount of revenue paid out as employee costs, is presented. For the 

Norwegian premiership, the proportion is approximately 60 percent, which actually is slightly 

below the average spending at 65 percent for the European countries included in the analysis. 

The analysis also shows different intervals of employee cost spending in which the individual 

Norwegian teams are placed within. The results are presented in figure 5. 

Figure 5 Player salaries in percentage of total revenues 

 

Source: Data from (UEFA, 2009) 

As is shown from the figure the majority of the football clubs in Norway have an employee 

cost level of 50 to 60 percent of total revenues. Only one club is within each of the extreme 

outer edges of more than 100 percent, 80 to 100 percent and 30 to 50 percent.  

Football clubs in the Norwegian Premiership are not among the teams to have very high 

employee costs in relation to the total revenues, but there are also many European leagues 

which have lower levels of employee cost spending in relation to revenues than what is the 
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case in Norway. According to the Benchmarking Report by UEFA, employee cost spending 

of 70 percent of total revenues is defined as a high level. At the same time, UEFA emphasize 

that the numbers in the analysis should be taken with a pinch of salt as player salaries are 

never directly stated by the individual clubs, but stated as the total employee costs to all who 

works in the football clubs, and therefore can be difficult to analyze precisely. However, 

according to the same analysis by UEFA, a player wage-percent of 78 percent in average of 

the total wages in a football club is believed to be a good estimate for UEFA‟s member 

countries, and UEFA notifies that there most likely isn‟t any systematic deviation from this 

percent (Sperling, Norskilde, & Bergander, 2010). For football clubs with big administrations 

and many employees besides the players, this percentage could be a bit lower, as there are 

more employees outside of the pitch to be paid. In Norway, RBK is an example of such a 

football club. For smaller clubs such as Molde, the percentage for player wages of total wages 

may be higher again, as it‟s the players that constitute the most of the employees in the club. 

Choice of coach will naturally also affect this percentage, as a well-known and “famous” 

coach will demand a higher income than an unknown fresh coach will have the possibility to 

demand.  

As clubs spend such big amounts on player wages, it would be interesting to take a closer 

look at the football teams‟ performance as a function of player wages, and to see if there is 

possible to find a (strong) relationship between these two. There should be reasons to believe 

that there exists a relationship here. According to Szymanski (2003) “The starting point for 

empirical analysis is that better players produce more success, and acquiring better players, 

costs more money.” (Szymanski, 2003, p. 1153). Further, a study by Garcia-del-barrio and 

Pujol (2007) illustrates that the market value of a soccer player depends both on their sporting 

performance and their economic contribution to the club. It‟s therefore reasons to believe that 

the wage of a player therefore may be determined on the basis of both these two estimates.  

There are several possible reasons for the high salaries in European football clubs. In the first 

place, the salaries are determined in the market because the salaries can be seen as a function 

of the player‟s market value which again is a function of the player‟s contribution to the club, 
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both economically and performance-wise. As long as there exists competition for football 

players, prices will be forced up to higher and higher levels, until the market adjusts itself. 

Another reason is that football clubs are enforced to pay high pay checks because 1) they have 

to be able to get a player to sign a contract which stretches over several years and 2) to be able 

to fight at the top of the league, because as suggested earlier; better players generates more 

success. As every football team wants to be the best team they overbid each other to get the 

best players and creates a “wage-race” in order to end up with signing the best player. 

 

3.6 Financial Resources and the P&L Account 

It‟s reasonable to think that several accounting figures of a football club as a business can 

influence, or be a criterion, for the success of the team. The financial resources play a very 

important, almost essential, role in the professional football sector, as we know it today. The 

recent years there has been a strong focus on the economy of many football clubs, and words 

such as financial responsibility and a “healthy” business have become important aspects for 

football clubs. The performance level of a team is expected to be positive correlated with e.g. 

operating income, but it doesn‟t necessarily need to be positive correlated with annual results 

and profits, as football clubs rarely generates high annual results. As is known to the reader at 

this point, many football clubs struggle with the cost accounting, often resulting in red 

numbers at the bottom of the financial statements. In the analysis, operating income and 

operating result as well as profits will be analyzed as potential explanatory variables on the 

performance level, positive or negative, of the five football teams here. 

The club with the strongest financial resources is undoubtedly RBK. For 2011 RBK budgets 

with NOK 205 million (approximately € 27 million
6
). Both VIF and Brann are located in the 

upper level of the money table as well, with 127 (€ 17 million) and 110 million (€ 15 million), 

respectively. After Ole Gunnar Solskjær took over the job as head coach for Molde, the club‟s 

                                                 
6
 Exchange rate used here are 7.5. This exchange will also be used throughout the paper. 
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economy is in a growth phase as the Solskjær-effect has a very propitious impact on investor 

relations and spectator support, which can lead also Molde into the company of Norwegian 

clubs with strong financial resources in the years to come. Both RBK and Brann have had 

large deficits the two last financial years, and have been forced to make cuts through the 

whole organization (Berg-Nettavisen.no, 2011). Nevertheless, there haven‟t been done any 

significant cuts in player wages for any of the five football clubs here. Managing director in 

Brann says that they have worked through every part of the organization in order to find 

places to cut costs, both on short and long-term, and that the club has to work more for the 

same income. The positive side is that they still have high spectator budgets, but as for many 

other clubs, also Brann notices a decrease in the spectators‟ interest. Managing director in 

RBK speaks in more general terms and says that “The biggest issue for Norwegian football 

today is not lack of revenue. It is primarily a cost problem associated with high player 

salaries. Too many clubs have wanted to win the league trophy. It has been an unsustainable 

development.” (Kvamme & Bratland-Dagbladet.no, 2009). Other things mentioned by 

managing directors of clubs playing in Tippeligaen are that financial resources related to 

investors and sponsors stay away at the same time as number of spectators decrease. A 

quotation by managing director in Start, another club playing in Tippeligaen, states the 

problem well: “2009 is all about adapting to a situation that is more sustainable in 2010” 

(Kvamme & Bratland-Dagbladet.no, 2009). Many of the clubs have achieved to decrease the 

deficits, for instance have both RBK and Brann halved their deficits. 

The most important source of income for most football clubs are the income from sponsors 

and advertisement, independent of which level of performance the teams belong to. It‟s 

reasonable to divide the elite division into three levels; the upper level, the midlevel and the 

lower level. The boundaries between the three levels are diffuse, but a suggestion can be five 

teams in the upper level, six teams in the mid-level and five teams in the lower level. 

Rosenborg, as the most-winning team in Norway, can serve as a good example of the 
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Norwegian top division
7
, and a possible distribution of income in a football club is in figure 6 

shown by RBK as an example. Although RBK is the football club in Tippeligaen with the 

largest revenues it‟s very reasonable to think that the same distribution of revenues is 

applicable for the rest of the teams in the elite football in Norway, particularly for the upper 

level of the top division
8
.  

Figure 6 Sources of income for RBK 

 
Source: Data from (Rosenborg Ballklubb, 2006-2010). 

 

- Other sales income: Sales income that doesn‟t appear in any of the other income 

categories below. 

- Income from match day: Income from ticket sales and other facilities on match days, 

such as food and beverage and merchandise. Income from match days in connection 

with the UEFA tournaments is deducted from this income item in order to provide a 

                                                 

7
 There will not be given further overview of the sources of income for the football clubs belonging to the other 

levels in the top division since this paper is concentrated around the best teams in the Norwegian top football. 

8
 It‟s much possible that this distribution profile is applicable to the majority of the teams in Tippeligaen, except 

for teams that have difficulties to establish in Tippeligaen. 
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better picture of the income generated from the match days related to the domestic 

league. 

- Income sponsors and advertisement: Income from sponsors and other advertisement 

such as brand images on the player uniforms, brand images on banners at the stadium 

and the like, together with advertisement in connection with matches shown on 

television. In this category income from the VIP facilities is also included since the 

VIP facilities often are tied up to a football club‟s sponsors. 

- Income from television and media: Income from sales of rights to show matches on 

television. In Norway these rights are decided and divided through an agreement 

called Medieavtalen (The Media Agreement), where a fixed sum is divided equally 

between all the clubs and the rest is divided based on the league standing and number 

of matches shown on television. 

- Income from net player contracts: Net income from sales and purchases of players. 

Income and costs from hiring agreements are also included in this income item, while 

depreciation of player contracts is not included. 

Although few football clubs generate big profits, financial resources are an extremely 

important factor of today‟s football culture, and it‟s a fairly clear pattern that the most 

successful football teams are those that have the highest income and the most financial 

resources available. However, these clubs also tend to have the highest level of costs due to 

extremely high expenditure. An example is the trend of steadily increasing prices of football 

players in Europe and the clubs‟ willingness to pay, in some cases, unnatural amounts of 

money for star players. This can be a great challenge for UEFA and the earlier mentioned 

Financial Fair Play regulations. A player bought today will undoubtedly impact the financial 

statement a couple of years ahead, because purchases of players are depreciated on a straight-

line basis. If a player is bought for € 40 million
9
, the player contract will be linear depreciated 

                                                 

9
 Not a remarkable high price; the most expensive player bought by an European club, Christano Ronaldo, was 

bought for approximately € 94 million (!) (Transfermarkt.de, n. d.). 
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over a period of, say, four years
10

, giving an annual cost of € 10 million over the next four 

years. At the same time sales of players are entered as income the same year (and only this 

year) as the player is sold. The imbalances in the accounts between sales and purchases of 

players are definitely not optimal from a purely financial standpoint and might become one of 

the big challenges according to the new regulations.  

A well-developed administration is expensive, but often necessary in order to be able to 

establish in the top of the league and to build a long-term position. And although most 

European football clubs have a main goal of sporting success and not profit-making, many 

clubs have realized that they have to adopt business logics in order to function as an 

organization in the financial society. The bigger the profit, the greater amount can be spent on 

better players and other improvements of the club. In other words, the bigger the financial 

resources, the bigger the win-rate probably will be (Troelsen, Sports League Design, 2008, p. 

8). However importantly, the spending should be in accordance with the income.  

The income from the UEFA team leagues is not included in the overview of the different 

sources of income above, in order for the overview to be as reliable as possible according to 

the different teams analyzed, as not all the teams have a regular attendance in the UEFA team 

leagues. That doesn‟t mean that the income derived from the UEFA team leagues isn‟t 

important. Actually, this income is essential for many clubs, although that is not the case for 

many of the Norwegian clubs since they are not able to uphold a position in the European 

leagues over a longer period of time. RBK, probably as the only team in Norway, is very 

dependent on the income derived from the Europa League and benefits well of the income 

derived from the Champions League when the team attends this league. 

There are of course several other factors than the suggested factors above which can explain 

the level of performance and success of a football team. A key person associated with a 

football team, which is not given much attention here, is the coach. At first thought one would 

                                                 

10
 The period of depreciation is normally set to the number of years the individual player is signed for. 
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think that the coach is an important factor for success in a football team and on a purely 

statistical level that the coach as a variable explains a good deal of the variation in the 

performance level of a team,. However, it turns out through previous research that coaches 

actually do not have much impact on the performance level of the football team. Two recent 

studies The Effect of Managerial Turnover: Evidence from coach dismissals in Italian Soccer 

Teams and Usefulness of Dismissing and Changing the Coach in Professional Soccer from 

respectively Italy and Germany show that this is true. Managerial turnover in fact does not 

improve the success of a team beyond what is considered as the normal level: When a coach 

is fired, it‟s often because a team has been through a turbulent period with few achieved 

points and not enough goals scored. Then it‟s usually only one way to go, either with the same 

coach or with a new coach, and that is up towards a better level of performance. The two 

recent studies have used both points and goal difference as a measure of performance in 

connection with managerial turnover, while a number of other factors are taken into account. 

Both studies show that there is not a statistically significant effect on a football team‟s 

subsequent performance of firing the coach (Paola & Scoppa, 2011) and (Heuer, Müller, 

Rubner, Hagemann, & Strauss, 2011). For team sport this can be an indication that the 

integrity of the club and the expertise and added value of cooperation are more important than 

individuals. 

Other suggested elements not presented here are the medical device, success of the national 

team and a football club‟s history. 
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Method 

Several methods of investigating the relationship between variables are developed through the 

ages. A frequently used method is the regression analysis, which can be defined as 

“(…) the study of the dependence  of one variable, the dependent variable, on 

one or more other variables, the explanatory variables, with a view to estimating 

(…) mean or average value of the former in terms of the known or fixed (in 

repeated sampling) values of the latter“ (Gujarati & Porter, 2009, p. 15). 

The larger part of the analyses is done by linear regression in the statistical program SAS in 

order to investigate whether selected variables have any explanatory power on the parameter 

to be examined. What is important to keep in mind when dealing with linear regression is that 

“… a statistical relationship in itself cannot logically imply causation” (Gujarati & Porter, 

2009, p. 20). What is meant by this phrase is that many relationships can be statistical 

reasonable, but by common sense it can be understood that there isn‟t any rational explanation 

behind the relationship. 

Also the regression theory is conditional upon the assumption that the dependent variables to 

be estimated are stochastic while the explanatory variables are nonstochastic or fixed 

(Gujarati & Porter, 2009, p. 20). It can be discussed whether the frequently used dependent 

variable, the performance level of a team, is pure stochastic, and in most cases one would say 

that this is a variable which is not determined on a stochastic basis, but rather is determined 

on the basis of nonstochastic conditions, such as talent, financial resources and the like.  

Underneath is an overview of a general form of a linear regression together with explanations 

of the different variables. 
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A general regression model can have the form              , where:  

i = 1,2,3,…, n different variables 

Y = dependent variable  

X = the explanatory/independent variable 

α = estimated intercept 

β = estimated parameter 

ε = normal distributed error term 

Both two-variable regression models and multiple regression models are used here. A two-

variable regression model has only one explanatory variable whereas a multiple regression 

model consists of several explanatory variables. 

The measure R
2
 measures the explanatory power of the independent variables where the 

maximum value it can take on is 1, i.e. 100%. This measure says something about the 

regression‟s goodness of fit. An important issue with R
2
 worth mentioning is that it cannot fall 

in value when more explanatory variables are added to the model (Gujarati & Porter, 2009, p. 

493).  

The t-statistics and p-values
11

 are measures of the parameters‟ reliability and whether they are 

significant on a given confidence level or not (here 95 percent). If an estimated value is 

significant on a five percent level it means that it‟s a 95 percent chance of having estimated a 

correct value, and a five percent chance of having estimated an incorrect value. Put 

differently, if an estimated value is significant on a five percent level it means that it‟s 95 

percent certain that the value is not estimated on the basis of coincidences. 

The regressions are estimated based on a method called the method of ordinary least squares, 

which “for a given sample, (…) provides us with unique estimates of β1 and β2 [here α and β1] 

                                                 

11
 The p-value or probability value is the exact value of significance. The definition is “the lowest significance 

level at which a null hypothesis can be rejected” (Gujarati & Porter, 2009). Here, a significance level of 95 

percent is chosen, making 0.05 the critical p-value in which the p-values of the estimated values should be below 

in order to be significant. 
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that give the smallest possible value of Σû
2

i.” (Gujarati & Porter, 2009, p. 57). Σû
2

i is the sum 

of all the squared residuals. 

In some cases the logarithm of the variables are used in order to get more user-friendly results 

from the estimated regression. Both log-log models and lin-log models are used in this paper. 

An advantage by using logarithms, besides getting more user-friendly results, is that the slope 

coefficient, or β2, measures the elasticity of the dependent variable, Y, with respect to the 

explanatory variable, X (the log-log model). In other words it can be expressed as the 

percentage change in the dependent variable for a given percentage change in the explanatory 

variable. For the lin-log model, the absolute change in Y for a percentage change in X can be 

found (Gujarati & Porter, 2009, pp. 159-160 and 164).The linear regression can still be 

estimated with the same assumptions as before. 

This method is only an indication of a complete model that could have been applied on the 

theory in this topic. Restricted access to relevant data causes some problems in relation to the 

assumption of the regression model here. In order to have a good regression model there are 

certain assumptions that should be fulfilled. These can be summed up to a best linear 

unbiased estimator (BLUE).  This is described in the Gauss-Markow Theorem which states 

that “Given the assumptions of the classical linear regression model, the least-squares 

estimator, in the class of unbiased linear estimators, have minimum variance, that is, they are 

BLUE” (Gujarati & Porter, 2009, pp. 71-72). This could be better explained this way: Let‟s 

say you have two estimated values which both are linear and unbiased. The first estimated 

value has bigger variance than the latter. You would then choose the latter estimated value 

(the one with the lowest variance) because this estimated value is more likely to be closer to 

the true value than the first estimated value (Gujarati & Porter, 2009, p. 73). 

Therefore, if the results in parts of the analysis prove to be somehow unsatisfactory, the 

reason may be that the quality of the data is poor rather than that the models used are wrong. 

Because of the non-experimental nature of the data used in large parts of the research, one 

often has no other choice than to depend on the data available (Gujarati & Porter, 2009, p. 

27). 
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According to Gujarati (2009), the assumptions made about the explanatory variable(s) and the 

error term is extremely critical to the valid interpretation of the regression estimates. In the 

regression the dependent value, Y, depends both on the explanatory variables, X, and the error 

term, ε, and that is the reason why the assumptions must be fulfilled and why they are so 

important for the estimated results to be valid, reliable and of a certain quality. The seven 

assumptions are: 

1) Linear regression model, i.e. linear in the parameters 

2) Explanatory variables that are independent of the error term 

3) Zero mean value of the error term 

4) Homoscedasticity, i.e. constant variance of the error term 

5) No autocorrelation between the error terms 

6) Number of observations must be greater than the number of estimated values 

7) The nature of the explanatory variables (positive and no outliers) 

Source: (Gujarati & Porter, 2009, pp. 61-69). 

 

Three violations of the assumptions are given extra attention here: multicollinearity (if more 

than one explanatory variable is used), heteroscedasticity and autocorrelation. 

Multicollinearity is correlation between the explanatory variables in the model. A 

characteristic of multicollinearity is a high R
2
 together with few significant t-ratios (Gujarati 

& Porter, 2009, p. 331). Solutions to the problem of multicollinearity can be to drop a variable 

or add new data, for instance. Another solution is to do nothing, suggested by Blanchard 

(1967). He says that “(…) multicollinearity is essentially a data deficiency problem (…) and 

sometimes we have no choice over the data we have available for empirical analysis” 

(Gujarati & Porter, 2009, p. 342).  

There could also be some problems with heteroscedasticity in the dataset as cross-section data 

often experience this sort of problems. There are several reasons as for why heteroscedasticity 

arises, one example being that the variances of the errors can increase or decrease with the 

explanatory variable. The presence of outliers is another reason for heteroscedasticity, as well 
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as an incorrectly specified regression model. Such problems can be corrected by applying the 

method of generalized least squares. “In short, GLS is OLS on the transformed variables that 

satisfy the standard least-squares assumptions.” (Gujarati & Porter, 2009, pp. 371-372).  

Finally, problems related to autocorrelation might be present in such methods. 

Autocorrelation is a case where the error terms of an estimated regression are correlated with 

each other. The consequence of autocorrelation is that the estimated values are still unbiased, 

but not efficient (i.e. have minimum variances). The solution to the problem is to apply the 

GLS method, or in some cases just continue to use the OLS method (Gujarati & Porter, 2009, 

pp. 423 and 440-441). 

Regression analysis isn‟t primarily used for investigating the correlation or relationship 

between two variables, but rather to estimate and/or predict the average value of a variable on 

the basis of other variables with fixed values (Gujarati & Porter, 2009, p. 20 & 34). 

Nevertheless regression analysis is widely used by researchers to find one or several variables 

influential power on the variable to be examined, in order to find relationships and to be able 

to say something about the strength between these variables. Although there are many 

assumptions to keep track of, regression analysis is chosen in this paper because it‟s a well-

developed and robust analytical framework known to many. 

The analyses are primarily carried out in order to examine whether selected variables have 

any explanatory power on the performance level of Norwegian football teams playing in the 

elite division. There are several ways to measure the performance level of a football team. For 

this thesis, the most frequently used measures are briefly presented here and more carefully 

under each individual method chapter below. One adequate and natural measure is the number 

of achieved points in the domestic league during one season. In order to get a fair picture of 

the performance level, an average of the points during several seasons is a good indicator. If 

the number of teams participating in the league changes over the given period, the numbers 

should be adjusted because number of teams participating affects the number of points 

possible to achieve during one season through number of matches to be played. The second 

measure, introduced by UEFA, is the UEFA coefficient, which is calculated on the basis of 
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the teams‟ appearances in the UEFA team leagues, Champions League and the Europa 

League. The third measure is based on league standing and is called the league standing 

coefficient. 

The data used for the regression analyses are both cross-section data (i.e., data on variables 

observed at the same point in time and not over a period of time), and time series data (i.e. 

data on variables observed over time). Mostly the data is collected through the internet, such 

as statistics for spectators, league standings in Tippeligaen and various demographic statistics. 

Central web pages for football statistics are altomfotball.no, UEFA.com, nifs.no, rsssf.com 

and soccerbase.com. Other sources of information are the annual reports from the individual 

football clubs, some collected through the internet, some bought from The Brønnøysund 

Register Center (A central business register of Norway) and some provided from the football 

club itself. Finally, some information is obtained through interviewing. The interview was 

carried out as an unstructured interview with prepared questions (qualitative method). Only 

one interview was performed, and the interview object was RBK, represented by the manager 

of RBK‟s real estate section, Roar Munkvold. Through the interview, qualitative data 

concerning different aspects about RBK, such as the financial situation, objectives, stadium 

and strategy were obtained, together with more general data on the financial situation of 

Norwegian and European football clubs. 

For the data obtained from the various web pages there might obviously be a question of the 

data‟s quality. This is of course kept in mind when results of the analyses are presented and 

discussed. Other sources of information, such as the annual reports and web pages such as 

UEFA.com and The Brønnøysund Register Center should be quality assured web pages 

through the knowledge of these serious organizations. The financial statements‟ quality isn‟t 

necessarily high despite the fact that the documents are published by the clubs themselves, 

and are quality assured: The quality issue is related to the fact that football clubs often tend to 

have a more positive view with respect to the accounting items than what they have reasons to 

have in reality, as was more carefully explained in the theoretical section about the financial 
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situation of football clubs. However, it‟s assumed here that the information provided through 

these financial statements is correct.  

Some of the problems associated with the data used here are related to the small group of 

teams chosen as a sample for analysis. In order to be able to get more reliable and useful 

results, all the teams within the upper league or even within the two upper leagues could have 

been analyzed and at the same time a longer period of time would have been preferable. 

Overall, there could be a problem with the results from the regression analysis in terms of 

unreliability and insufficient quality because of an inadequate number of observations in the 

analysis. This is due to the unfulfilled assumptions for the classical linear regression model as 

described above. The violation of the assumptions is of course unfortunate. However, 

regardless of violated assumptions, the methods and analysis tools here can serve as 

indications of possible research methods. Therefore, the analyses are carried out and the 

results are presented, although there is a potential danger for violating the assumptions such 

that the results may, to a less degree, be reliable. 

Other methods of analysis touched upon here are correlation analysis and graphical 

representation. Correlation analysis is similar to regression analysis, but at the same time 

conceptually different. The main purpose of correlation analysis is to measure the strength 

and/or degree of a linear relation between two variables. Graphical representation is not very 

complex compared to regression analysis for instance, yet very effective in terms of 

presenting relationships between two variables. This method is also easily understood by most 

people. 
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4.1 Method for Market Size 

Earlier a three level-classification of Tippeligaen has been presented as to give an indication 

of the upper, mid- and lower level in terms of performance in the elite division. The upper 

level, consisting of five teams, will therefore be used here as a definition of success, as a 

broad definition is assumed to suit this analysis section well. 

Both linear regression and graphical representation are used here. The time period of the 

analysis is 1992 until 2010, but the numbers for the population statistics are from 2009. 

Optimum, an average of the population over the same time period should have been used, but 

there are reasons to believe that this would not have changed the results from the analysis 

substantial. There have neither been adjusted for changes in number of teams participating in 

Tippeligaen during the period, despite of changes in number of participating teams during the 

time period. Also here there are reasons to believe that the estimated results wouldn‟t change 

considerably if this adjustment had been taken into account. Therefore, the same classification 

will be prevailing for all periods in spite of the change in the number of teams competing in 

the league.  

The population statistics are divided into three components and are measured as the number 

of people in the municipality, county and province where the football teams are located. This 

obviously means that there will be more than one club in one and the same province, as this 

areas stretches over a quite large part of the country, as for instance is the case for Østlandet, 

where both VIF and Stabæk are located. Therefore the demographic statistics for football 

clubs located in the same provinces have been adjusted in proportion to the average spectator 

attendances for the individual club, as clubs in a same geographic area will have to share or 

compete for the spectators (assuming that people normally hold side with only one of the 

football clubs in a league). The distribution formula used here was first used by Troelsen in 

his study on centralization (2005) and seems as a reasonably distribution formula, as number 

of spectators is a good indication of the performance level and size of a team and therefore 

can say something about the teams‟ role in an area, as Troelsen self states. The formula is:  
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It could be assumed that clubs within very densely populated areas (versus clubs in sparsely 

populated areas) have a greater population crowd in which they can compete for spectators 

among, and therefore should have been assigned a different distribution formula. However, 

Troelsen (2005) has through analysis and modeling reached the conclusion that this was 

counteracted by the fact that the more clubs in an area the greater the competition for the 

spectators. For the municipality and county areas there is only one club in each area. 

The estimated regression models are: 

                   

                  

                 

4)                              

where S is the success measured in terms of number of times in top five (in Tippeligaen) 

during a 19 year period, and popM, popC and popP are the population in the corresponding 

municipalities, counties and provinces, respectively. 

In this section of the analysis a model with more than one explanatory variable is presented, 

causing multicollinearity to possibly be a problem here, together with heteroscedasticity and 

autocorrelation. 

The data used in this analysis section are collected from Statistics Norway‟s web site for 

demographic structure. The statistics on the team‟s league standing from 1992 until 2010 are 

obtained from the football statistics web page altomfotball.no. 
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4.2 Method for Attendances 

The relationship between the variables is investigated through linear regression. The 

dependent variable is number of earned points in the domestic league during one season, and 

the time period stretches from 1992 until 2010. The number of earned points has been divided 

by the maximum number of points possible to earn the same season, in order to get an 

adjusted number over the whole period, due to changes in number of attending teams. Since 

2009, maximum points possible to earn are 90 points (30 league rounds), while e.g. until 1994 

the maximum points possible to earn were only 66 points (22 league rounds). The explanatory 

variable is the average number of spectators on home matches each season.  

The data which constitutes the basis of this part of the analysis is entirely based on RBK. This 

means that one should not draw conclusion for a whole league based on the result from an 

analysis of one team only. The same analysis has been applied to data for Brann, but the 

results are not satisfactory, and are therefore not presented. An optimal analysis would have 

consisted of data concerning all the teams in Tippeligaen, or even better; all the teams which 

have been in Tippeligaen during a certain time period. Again, this model is only an indication 

of an optimal model and is carried out in order to give a clue of the theory behind the model 

and an attempt to explain how the different variables work together. 

The numbers are collected from Norwegian football statistic web pages such as 

altomfotball.no (Altomfotball.no, Altomfotball.no, n.d.) and Norsk & Internasjonal 

Fotballstatistikk (NIFS, n.d.). 
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4.3 Method for Centralization 

The section of analysis for centralization is twofold. The two most-winning teams over a time 

period of 16 years (1995-2010) in several selected European leagues are arranged in a table in 

order to give an overview of the level of centralization in the different leagues. A similar table 

is presented also for only one team: the most-winning team. This is done in order to see how 

the centralization-percent in the European leagues changes when taking into account only one 

of the most-winning teams versus two of the most-winning teams. Further, suggested factors 

which can explain the level of centralization in a league is represented, such as population and 

areal. 

Further, regression analysis is applied to the data, searching to find relationships between the 

centralization in a league and suggested explanatory factors. The model used is a lin-log 

model. The advantage of this model compared to the ordinary regression model is that one 

might be able to reduce problems of skewness and heteroscedasticity in the data. The four 

factors tested for here are population, areal, density and HDI (human development index), and 

the dependent variable is the centralization-percent. 

The method used here is to a large degree based on a similar method previously used by 

Troelsen in a study on centralization for the Danish Premiership, Superligaen (2005). The 

method seems to be appropriate for analysis of centralization, and is therefore applied here, 

although with minor changes compared to the original model used by Troelsen. 

It‟s no reasons to believe that there are a significant problem with autocorrelation in the 

dataset here, although there isn‟t made any tests or graphically presentations revealing this 

problem. However, the residuals from one of the regressions are obtained, and these do not 

reveal any clear indications of autocorrelation. Heteroscedasticity, however, may be present, 

although hopefully some reduced through the use of the lin-log model. 

All the numbers for the explanatory variables are taken from Wikipedia.org, and it could 

therefore be problems concerning the reliability and quality of the data. However, it‟s reasons 

to believe that such a serious web page have updated and correct country statistics, thus the 
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chance to use these figures is taken. Also, some of the numbers used in the tables for 

centralization are collected from the original study by Troelsen. 

 

4.4 Method for Player Wages 

The success as a function of player wages is here examined by correlation analysis and linear 

regression, more precisely lin-log regression models. Also hypothesis testing is applied to 

strengthen the findings additional.  

Three different measures of success have been used here in order to find the best estimated 

regression. The first measure is number of obtained points during a time period of four 

years
12

, 2006-2009. The second measure is a measure based upon the league standing i.e. each 

teams‟ table position at the end of the season. This coefficient is obtained by turning the 

league standing upside down and each team is given a point according to which table position 

the individual team has in the end of the season, in such a way that the best team gets the 

highest league standing point, namely 16 (for 2006-2007, 14 points as only 14 teams 

participated) and the poorest team gets one point. This is done in order to get more user-

friendly results from the regression analysis. Also, the points are divided on number of teams 

in order to adjust for a different number of teams participating in the league during the time 

period in question. The average value of the four years is used in order to eliminate possible 

outliers in the data. The coefficient can take on a value between 0 and 1, and is named league 

standing coefficient. The third and last measure of success is the UEFA-coefficient. This is a 

measure of the individual team‟s performance, set by UEFA, based on attendance in the 

UEFA Champions League and UEFA Europa League. This coefficient is given both for the 

individual years, used in the regression analysis, and as the total sum of the coefficient for the 

last five years, for use in the correlation analysis, after a similar method used by UEFA 

                                                 

12
 A period of four years is used in stead of a period of five years, which was the original time period to be used 

here, due to a lack of accounting data for two of the football clubs for 2010. 
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themselves. For the correlation analyses, both the average player wages over four years 

(2006-2009) and player wages for a single year, 2009, are used. 

In the case of no appearance in Tippeligaen in any of the seasons analyzed here (due to e.g. 

relegation to the first division) the team‟s total number of points is set to zero for that season.  

The dataset in which the analysis is based upon is constructed by observations from four years 

for the five teams, which gives a total of 20 observations. Although the years are repeated 

(2006-2009 times five) this will be the best alternative to base the regressions on as 20 

observations are better than just four. Still the results from the analysis would have been more 

reliable and of better quality if it could have been based on more observations, but also here, 

restricted access have not allowed this. 

As a consequence of a regression model which is not optimal, there are possible problems 

with heteroscedasticity in the regression models. This problem, however, might be a little 

reduced through the use of a lin-log model compared to the case for the ordinary linear 

regression model.  

The data on player wages is obtained from the annual reports of the different teams. For the 

teams and years where the annual reports were not available the accounting data are obtained 

from web pages for accounting data, such as Purehelp.no. The statistics for the league 

standings are obtained from the web page altomfotball.no, and finally the information on the 

UEFA-coefficients is obtained from UEFA‟s web page for UEFA Ranking and Club 

Coefficients. 
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4.5 Method for Financial Resources and P&L Account 

The relationship between performance level of a team and different accounting figures will be 

investigated mainly through regression analysis, but also correlation analysis is used to 

examine the strength of the relationship. Also here the UEFA coefficients are used as a 

measure of performance level, and are based on the same assumptions as the assumptions for 

the analysis of player wages. The explanatory variables in the analysis are operating income, 

operating result and profit at the end of the year, which all will be investigated in individual 

analyses with the UEFA coefficient as the controlled variable. Operating cost could have been 

used as an explanatory variable as well as operating result, but the operating result captures 

the cost side of the accounts, at the same time as it deals with the relationship between 

revenues and costs.  

As mentioned earlier the logarithm of the variables, i.e. the lin-log or log-log model 

sometimes comes in handy to get more adapted data. For the cases where there are negative 

numbers (not unusual in the variables for operating results and profits) the logarithm cannot 

be used in order to get proper results. For the case where operating income is used as an 

explanatory variable, the lin-log model comes in use. 

Possible issues related to both heteroscedasticity and autocorrelation are similar to the case 

experienced above in the method for player wages, as the time period and data used are quite 

similar. As before, it‟s possible to get rid of such issues related to the data, but it will neither 

here be implemented any changes in the data set or model to get rid of the heteroscedasticity 

or other violations of the assumptions of the classical linear regression model, beyond the use 

of the lin-log model. 

For an optimal analysis more observations, in the form of accounting data for several years in 

particular, would have been preferable. That would have generated stronger and more reliable 

results from the analysis. Restricted access to annual reports for the individual teams has, 

however, not allowed this to be possible here. Other factors that could have strengthened the 

results of the analyses are the use of more specific accounting items from the profit and loss 
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accounts. Yet, it could also have been a solution to use a different form of analysis and/or 

methodology than regression analysis as the numbers of observations are relatively few in a 

regression analysis-context. 
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Analysis & Results 

Not all the results from the different analyses have been in accordance with a priori 

expectations, and therefore aren‟t satisfactory. Yet, all the analyses are presented here, and in 

the cases where the results are unsatisfactory, an attempt is made to explain why the theory 

doesn‟t apply as expected. 

 

5.1 Market Size 

Presumably, market size should appear as an important and deciding factor on how successful 

a team in theory should be. In previous research it appears that there‟s proved to be a 

relationship between market size and sporting success. However, from the data sample where 

the originally team ranking of the five teams (based on number of gold, silver and bronze 

medals during 1992-2010) is compared to city size factors, a clear relationship between the 

success variable and city size factors such as population or areal, cannot be found. This data 

shows in fact no relationship at all between the five teams and their respective cities: The best 

team in Norway, Rosenborg, is located in the third largest city. According to the theory the 

best team should be located in the most densely populated area. Or put differently, the teams 

from the most densely populated areas should be the most successful teams in a league.  

Figure 7 Team ranking based on achieved medals during 1992-2010 

Ranking Team Gold Silver Bronze 

1 RBK 16 0 0 

2 Brann 1 3 2 
3 VIF 1 2 1 
4 Stabæk 1 1 3 

5 Molde 0 5 0 
Source: Data from (Altomfotball.no, n.d.) 

The relationship between big city teams and success clearly doesn‟t hold perfectly here if 

success is defined as being first, second or third in a league i.e. a performance level based on 
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number of gold, silver and bronze medals. However, it must be noted that the low number of 

teams analyzed here can explain why the theory doesn‟t apply as good as previous theory 

suggests, and also what was expected beforehand, in this case. Another reason is the strong 

success of RBK; if RBK is excluded from the analysis, a stronger relationship between the 

factors seems to appear. This may indicate that a larger data sample can help to “thin out” the 

effect of RBK‟s success, so that the relationship between success and city size factors will 

become more visible. Therefore, it‟s reasons to believe that the choice of data, number of 

observations and method of analysis will have to carry the can for the unfortunate results here.  

In an analysis inspired by the Troelsen (2005), some city size factors are more carefully and 

thoroughly analyzed by regression analysis in relation to how many times the five teams have 

appeared in the top five during 1992-2010. The results from this analysis are more interesting 

than the conclusion above (see figure 8), yet not satisfactory: the explanatory power of the 

three different population variables range from approximately 22.5 to 27.5 percent, suggesting 

that there exists a relationship between sporting success of a football team and the population 

in the areas where the teams are located. However, a disturbing finding is that the sign of the 

estimated variables are not in accordance with what were a priori expected, as the relationship 

is assumed to be positive, suggesting that the success of a team increases in proportion with 

the population of the area in which a football club is located. The results from the estimated 

regression in figure 8 however, show that the success decreases as the population increases.  

The p-values are not significant on a 95 percent confidence level, suggesting that this isn‟t an 

optimal model. The insignificant values may thus indicate that method, model and/or 

data(sample) used here are not right, explaining the unsatisfactory results. 

By extending the model to include all three population variables, the model is slightly 

improved compared to the estimated single models. The model and results are presented in 

figure 9. The signs of the estimated values are still not in accordance with a priori 

expectations, causing the results to be unsatisfactory here as well. Only one of the three 

variables, population in county, has a positive sign and is in accordance with what was 

expected beforehand. The explanatory power of the population-variables is here very close to 
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perfect, i.e. a R
2 

of 1, but this should be taken with a pinch of salt, as the nature of the 

observations causes this explanatory power to be at a particular high level, because the three 

explanatory variables are very overlapping. Also, a problem with multicollinearity in the data 

can cause the R
2 

to be particularly high. The significance of the estimated values is clearly 

improved from the single estimated models, but they are still not significant on a five percent 

level. Insignificant estimates suggests that the estimates can have occurred by chance, which 

means that the estimated values may be based or estimated on a random/stochastic basis. This 

insignificance problem can be due to inadequate data, especially the lack of adequate number 

of observations, which amounts to only five observations here. This could be solved by e.g. 

adding more teams in order to increase the data sample.  

It can be discussed whether these models are on shaky ground or not. The three explanatory 

variables are extremely overlapping, causing problems regarding the assumptions for the 

regression model such as multicollinearity (evident through a very high R
2
 together with 

insignificant t-values), autocorrelation (seen from graphical representation of the residuals) 

and heteroscedasticity. A quick heteroscedasticity-test
13

 reveals that there may be small signs 

of heteroscedasticity in the dataset for the regression model 2) and 3) using population in 

county and provinces as explanatory variables, respectively. For the other models there are no 

clear sign of heteroscedasticity. Obvious, regression analysis isn‟t the optimal choice of 

method as the number of observations is very low. Further, the variables may be wrongly 

defined, such as the variables for dividing the population areas for each team. The results 

from the analysis are therefore little satisfying, and directly interpreted, they are not usable, as 

there are several approaches which are, in theory, inconsistent with the assumption of the 

regression analysis and good regression practice, and may cause the results to be unreliable, 

the biggest problem being the overlapping of the variables to be estimated. Although the 

results are presented, no dogmatic conclusions will therefore be drawn based on the results 

                                                 

13
 One way of testing for heteroscedasticity is to plot the squared residuals obtained from the actual regression 

against the explanatory variable(s) in a scatter diagram and look for certain patterns (Gujarati & Porter, 2009, pp. 

377-378). 
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from this analysis, and the method and model presented here will rather serve as a suggested 

method for performing such an analysis, if one has sufficient and adequate data. 

Suggestions of other possible models to be used for investigation of such relationships would 

be appropriate here. However, it‟s strong reasons to believe that the main problem here is 

related to the low numbers of observations, causing RBK‟s presence to be quite conspicuous 

and strongly marked among the few other teams in this sample, and no related to the method 

used. 

Figure 8 Regression models 1)-3). Times in top five as a function of population in 

corresponding areas 

Variable Estimate Std. dev. t-value p-value R-square 

Population in 

municipality 

-0.0000119 

(12.24) 

0.000013 

(3.72) 

-0.93 

(3.29) 

0.420 

(0.046) 

0.225 

Population in 

county 

-0.0000152 

(15.10) 

0.000016 

(6.30) 

-0.94 

(2.40) 

0.414 

(0.096) 

0.229 

Population in 

province 

-0.0000069 

(14.41) 

0.000007 

(5.08) 

-1.07 

(2.84) 

0.365 

(0.066) 

0.275 

 

In figure 8 the estimated numbers from the regression models 1) to 3) are presented. The 

numbers in the parentheses are the estimated intercepts in the regressions. Numbers of 

observations here are five. 

Figure 9 Regression model 4) - Times in top five as a function of corresponding areas 

Regression ln(topfivei)=- αi – β1*ln(popM) + β2*ln(popC) – β3*ln(popP)+εi 

 α β1 β2 β3 

Estimates -25.50 

(4.738) 

(-5.38) 

(0.117) 

-1.40 

(0.205) 

(-6.82) 

(0.093) 

11.69 

(1.560) 

(7.49) 

(0.084) 

-7.84 

(0.982) 

(-7.99) 

(0.079) 

Std. dev. 

t-statistics 

p-values R
2
 = 0,988 

Number of observations: 5 

 

The regression in figure 9 is a log-log regression model, meaning that the changes are in 

percent rather than in absolute numbers. By using the logarithms of the dependent and the 
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independent variables the estimates improves some compared to an ordinary linear model, 

although not generating entirely satisfactory results.  

The relationship has also been investigated by using the league standing coefficient as a 

measure of success. As these results didn‟t generate any better results compared to the results 

from the analysis above, this analysis is not given more attention here. 

To improve the method, a period of ten, 19 (from the day Norwegian football were 

professionalized and until 2010) or optimally as much as, e.g. 50 years could have been used. 

It‟s reasonable to believe that this could give interesting and reliable results, but I will leave 

this for others to investigate. 

Whether there have been made a similar analysis in Norway previously are at this point in 

time uncertain, but in Denmark this theory was suggested already in 1977 by Sander and 

Nielsen (Troelsen, 2005, p. 83). 

 

5.2 Attendances 

Somewhat unexpected, the results here show that the relationship between attendances at 

home matches and success is negative. In theory, this means that for each unit the number of 

spectators increases the number of achieved points decreases. In practice the perception is that 

winning matches attracts more spectators. Said differently; if a team starts loosing many 

matches in a row some spectators will little by little fall off. Therefore the results may indicate 

that the collected data here may be characterized by coincidences such as that the number of 

spectators tops the statistics the same year as the team performs poor, or vice versa. Also the 

fact that this analysis is based only on one team may influence the results in an unfortunate 

direction.  

In addition, other things influence the number of spectators, such as weather, economic cycles 

etc, which can make it difficult to estimate such a relationship without including more 
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variables. It‟s therefore not proven any strong connection between achieved points during a 

season and the number of spectators here; although it‟s strong reasons to believe that there‟s a 

positive relation between the two variables. The relationship is also documented in earlier 

research, by among others Walker in his work The Demand for Professional League Football 

and the Success of Football League Teams: Some City Size Effects (1986). 

Figur 10 Points as a function of attendances 

 

 

 

 

In order to get better results more teams could have been analyzed together with RBK, as it‟s 

reasons to believe that an overall analysis of all the five teams will have generated results in 

accordance with previous research as well as expected results in advance of the study. 

It is reasons to believe that the number of spectators also follows a time modulated pattern 

rather than a performance based pattern only, and that this time modulated pattern in some 

cases can overshadow the effect on the attendances from team performance. Together with the 

effect of the other variables that may influence the number of spectators, the winning/losing-

effect is difficult to confirm based on this analysis and the results estimated here. 

  

Regression Pointsi = - αi + βi*(Spectators) + εi 

 α β 

Estimates 0.996 

 (0.092) 

(10.80) 

(<0.0001) 

-0.000021 

(0.000006) 

(-3.33) 

(0.004) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.395 

Number of observations: 19 
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Figure 11 Attendances as a function of time and success, respectively 

a) Attendances as a function of time  b) Attendances as a function of success 

 

These scatter diagrams shows that there is a more clear relationship between the numbers of 

spectators and time than between the number of spectators and the performance of a team, as 

analyzed here, measured in points as a percentage of maximum points which can be achieved. 

Hence, the assumption put forward above about attendances following a time modulated 

pattern, as well, is confirmed through these diagrams. 

For further research, it would have been interesting to include a time adjusted variable in the 

regression model above in order to see if it‟s then possible to find a more clear relationship 

between performance and number of spectators. 
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5.3 Centralization 

Above, centralization was defined as a low level of replacement of the football teams which 

years after years hold the top position(s) in a league. The table below is based on a similar 

table made by Troelsen in the same study on centralization as mentioned in the theory section, 

but with a few changes. The table shows how often the two best teams in a league has been in 

top two during a time period of 16 years, from the season of 1994/95 to 2009/10
14

. Further, 

the table views the centralization-percent (%); a measure of the level of centralization in a 

league. The maximum value of this measure is 100 percent, and it represents the number of 

times the two teams have occupied the first and second position, divided by the sum of 

maximum number of times the two teams can be at top two, which is 32 over the given time 

period here. The four columns, population, areal, density and Human Development Index 

(HDI) are examples of suggested factors that may have an explanatory power with respect to 

the centralization in a league. 

Figure 12 Centralization of teams in selected European leagues (two teams). 

 

Source: Inspired by (Troelsen, 2005). Data from (Troelsen, 2005), (Wikipedia, 2011) and (Soccerbase, n.d.) 

                                                 

14
 For the Swedish and Norwegian leagues the time period is 1994 to 2009 because the season is played during a 

calendar year and not over two calendar years as in the other leagues. 
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As can be seen from the table in figure 12, the centralization-percent ranges from 97 percent 

for the least balanced league to 34 percent for the most balanced league. The Norwegian elite 

division is somewhere in between with a centralization-percent of 59. The driving force 

behind the centralization in the Norwegian Tippeligaen seems to be RBK, which has been in 

the top two 14 times during the 16 years. Therefore, except from RBK it seems to be a 

presence of competitive balance in the league, with a relatively low level of centralization 

among the other teams.  This can be further proven by omitting the team that has been the 

second most times in top two during the last 16 years. The results are given in the table below: 

Figure 13 Centralization of teams in selected European leagues (one team). 

 

Source: Inspired by (Troelsen, 2005). Data from (Troelsen, 2005), (Wikipedia, 2011) and (Soccerbase, n.d.)  

According to the table in figure 13 the centralization-percent in the Norwegian elite division 

is actually as high as 88 percent now, as only one team is taken into consideration. The 

centralization-percentages are now higher for all the leagues without exception. Also the 

ranking is a bit different in this table compared to the table in figure 14. This confirms that 

RBK is the driving power behind the centralization in the Norwegian Tippeligaen. By 

comparing the two tables it‟s evident that this is also the case for other European leagues, as 

well, though not necessarily to the same extent as is the case for the Norwegian league. Ergo, 
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for most European leagues analyzed here there‟s one team that is the strong motive power 

behind the centralization in the league. 

From the analysis here, the only variable that seems to possibly have an explanatory power on 

the level of centralization in a league is the country size measured in square kilometers. The 

first regression model (as seen in figure 14) can be expressed as                     

 , with the interpretation that for each square kilometer the country size increases, the level of 

centralization is reduced by 0.00000049, a negative relationship, that is. 

The relationship is also presented in a lin-log regression model, which gives a slightly 

different interpretation of the relationship. The regression can be expressed as        

            . This model is interpreted as for each percentage increase in square 

kilometers, the absolute change in the centralization-percent is -0.0008. In theory this means 

that from one country to another, if the difference in country size between two countries is 50 

percent, the difference in the level of centralization (measured in the centralization-percent for 

each league) between the two domestic leagues is 0.04. The R
2
 of the regression model is 

0.44; suggesting that the country size has an explanatory power of 44 percent on the level of 

centralization in a league. This can also be expressed as 44 percent of the variation in the level 

of centralization in a league is determined by the country size in terms of square kilometers. 

Figure 14 Centralization as a function of areal 

 

 

 

  

Regression Centri = αi - βi*Areal + εi 

 α β 

Estimates 0.74 

(0.052) 

(14.23) 

(<0.0001) 

-0.00000049 

(0.00000017) 

(-2.94) 

(0.014) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.440 

Number of observations: 13 
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Figure 15 Centralization as a function of areal 

 

 

 

For the regression model in figure 14, a heteroscedasticity problem is evident through 

graphical representation. However, in the regression model in figure 15, the signs of 

heteroscedasticity are somewhat weaker, probably due to the use of the logarithm for the 

areal-variable. Also, a presence of autocorrelation can be found in the data through graphical 

representation. But as before, no changes to the data will be applied to eliminate these 

problems entirely. 

Only the regression results from the analysis of areal as an explanatory variable is presented 

here, as the analysis of the other variables didn‟t generate any results which show a 

relationship with the level of centralization. Also the number of teams in a league has been 

tested as a possible explanatory variable for centralization, but with no success in terms of 

getting usable results. 

It can of course be other reasons for the strong tendency of centralization in some leagues 

than what has been suggested and tested here. One explanation may be that the tendency of 

centralization is encouraged by a self-reinforcing effect, as mentioned earlier. The explanation 

is easily understood; by reaching the top of the league the clubs earn advantages that will help 

the club to get to the top again and again and gradually to maintain the top position over a 

longer period of time. The facilities that make this possible are higher income and stronger 

resources to, for instance, buy better players or develop the stadium facilities. This may 

gradually change the level of competition in a league and make it easier for the same teams to 

stay in the top of the league, as the gap between the continually winning team(s) and the rest 

of the teams become larger and larger.   

Regression Centri = αi - βi*ln(Areal) + εi 

 α β 

Estimates 1.63 

(0.423) 

(3.87) 

(0.003) 

-0.08 

(0.035) 

(-2.40) 

(0.036) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.343 

Number of observations: 13 
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5.4 Player Wages 

Player wages are possible one of the most important factors for success of football teams, and 

are therefore carefully analyzed here. The average spending of employee costs on players 

only, as an average over four years (2006-09) for the individual clubs in percentage of 

working revenue, are 55 percent on average for the five clubs analyzed here. That in itself 

isn‟t a prohibitive number, but the fact that some of the clubs have an employee cost spending 

on players of almost 80 percent of working income is financially irresponsible, especially 

taken into account the bad financial situation the football clubs have been through. 

Figure 16 Average employee cost in percent of total working income 

 

Source: Data from the football clubs‟ annual reports and purehelp.no 

However, spending large sums on player wages pays off. A strong correlation between 

performance measures and wages in the Norwegian Tippeligaen is empirically proven through 

analysis as is seen from figure 16. Although the analysis only includes five of the 16 teams 

playing in Tippeligaen at this moment, it‟s reasonable to believe that these results can be 

drawn on a general basis, also outside of Norway. Previously research confirms this 
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presumption, and among them are Szymanski in his work The Economic Design of Sporting 

Contest (Szymanski, 2003). 

Below, the relationship between player wages and two different performance measures are 

presented via the correlation coefficients between the variables. The league standing 

coefficient and the UEFA coefficient are used as measures for the performance level. 

Figure 17 Correlation between performance measures and player wages 

 

In the matrices a) and b) in figure 17, the league standing coefficient is used as a performance 

measure. The correlation with the player wages for 2009 is very high; approximately 0.93, 

meaning that the correlation is strongly positive. A more comprehensible interpretation is if 

wages increase the league standing coefficient increases, which implies better table position 

or increased number of achieved points during a season. Accordingly, it‟s a strong positive 

relationship between the two variables. The correlation between the league standing 

coefficient and average wages over four years is a bit weaker, but still a quite strong positive 

correlation is present. The reason for the weaker correlation, when average wages are used 

instead of wages for a single year, is that an average measure gives less room for coincidences 

and extreme values (outliers) than what‟s the case for single-year observations. Therefore the 

most accurate correlation-measure is 0.71, the correlation between the league standing 

coefficient and average wages. 

For the correlation matrices where the UEFA coefficient is used as a performance measure, c) 

and d), the correlation coefficients are a bit stronger. Also here, the correlation coefficient 

between the performance measure and the wages for a specific year, here 2009, is to a larger 

degree based on coincidences than for the case where the average wages are used, causing the 
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relationship between the coefficient and wages for 2009 to be stronger than for the case with 

average wages. To exemplify this, the correlation coefficient between the UEFA coefficient 

and wages for the individual year 2007 are as high as 0,999, which is as close to perfect 

positive correlation as possible to achieve. The difference in the correlation coefficient when 

using wages for an individual year, such as wages for 2009 and wages for 2007 shows that the 

results from the analysis depends largely on which years are chosen, and therefore the 

estimated results may be based on coincidences in such cases. Hence, to draw dogmatic 

conclusions based on such analysis results only is not recommended. The focus will therefore 

be on the relationship between the performance measures and the average wages. 

The correlation between the UEFA coefficient and the average wages is 0.96, which also is a 

very strong positive correlation. This strengthens the findings above additionally, leading to 

the conclusion that there seems to be a very strong positive relationship between wages and 

level of performance of a football team. 

Figure 18 The correlation between the performance measures and average wages 

a) The correlation between the league     b) The correlation between the UEFA  

standing coefficient and average wages         coefficient and average wages 
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Figure 18 graphically presents the correlation between the two performance measures and the 

average wages. As seen from the figure, the relationship in both cases is clearly positive and 

strong. 

The relationship between the performance level and total player wages is also analyzed by 

regression analysis. All three measures for success are presented as dependent variables in 

three different regression models, where wages still are the explanatory variable. Although 

there are some minor problems related to the significance level (five percent significance 

level) of some of the estimated values, the results here as well show that there‟s a clear 

positive relationship between success and player wages. All the three regression models 

below are lin-log models, meaning that the change in the dependent variable is expressed as 

an absolute change for a percentage change in the explanatory variable, here player wages (all 

numbers are given in Norwegian kroner (NOK)). 
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Figure 19 Points, UEFA coefficient and League standing coefficient as functions of 

player wages 

  a) 

 

  

 b)  

 

 

         c) 

 

 

As expected, the results show a positive relationship between the performance level and total 

player wages in a football club, as seen by all the three regression models in figure 19. The 

interpretation of the three regressions is that if wages go up by one percent, total points during 

one season will increase with about 0.18
15

 points, the league standing coefficient will increase 

by 0.003 and the UEFA coefficient with 0.031. If the player wages increase with 100 percent, 

                                                 

15
 Note that the estimated slope value is divided by 100 to get the absolute change in the dependent variable for 

the percentage change in the explanatory variable, which is just an easier interpretation of the more complex 

interpretation, namely the absolute change in the dependent variable for the slope times the relative change in the 

explanatory variable (Gujarati & Porter, 2009, p. 165). 

Regression Pointsi = -αi + βi*ln(W) + εi 

 α β 

Estimates 

Std. dev. 

t-statistics 

p-values 

-265,16 

(142,22) 

(-1,86) 

(0,079) 

17,65 

(8,18) 

(2,16) 

(0,045) R
2
 = 0,206 

Number of observations: 20 

Regression LSCi = -αi + βi*ln(W) + εi 

 α β 

Estimates -5,20 

(2,9) 

(-1,79) 

(0,09) 

0,34 

(0,167) 

(2,04) 

(0,056) 

Std. dev. 

t-statistics 

p-values R
2
 = 0,188 

Number of observations: 20 

Regression UEFACi = -αi + βi*ln(W) + εi 

 α β 

Estimates -51,27 

(23,766) 

(-2,16) 

(0,045) 

3,06 

(1,367) 

(2,24) 

(0,038) 

Std. dev. 

t-statistics 

p-values R
2
 = 0,218 

Number of observations: 20 
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total points during one season will increase with approximately 18 points, the league standing 

coefficient with 0.34 and the UEFA coefficient with 3.06. 

If total player wages were zero, the three performance measures would all have been negative, 

which in reality isn‟t possible. The interpretation of the intercept is therefore of little 

importance in a practical sense for these regression models and should therefore be given little 

attention. 

The explanatory power, R
2
, of the three regression models, is between approximately 19 and 

22 percent. In other words, the wages explain between 19 and 22 percent of the variation in 

the performance level of football teams, dependent on which measure of performance is used. 

The highest explanatory power, 22 percent, is for the regression where the UEFA coefficient 

is used as measure of success. 

Graphical exposition of the data reveals problems of heteroscedasticity. Through a scatter 

diagram with the dependent and independent variables, it‟s evident that there are outliers in 

the dataset, and therefore this may be the reason for the heteroscedasticity problem. As 

mentioned before, a method for taking care of the heteroscedasticity problem is the method of 

generalized least squares, but as before, this will not be done here. It‟s difficult to say 

something about whether autocorrelation is a problem here or not, without carrying out 

specific tests. One option is graphical exposition, but as the time period here are composed of 

five repeated four year periods, it‟s difficult to read something out of the graphs. However, by 

simply looking at the residuals together with interpretation of the graphical representation of 

the residuals, there seem to by small signs of autocorrelation, although weak. Yet, nothing 

certain can be said about this without performing statistical tests here. 

The regression results in figure 18 c) are tested further through hypothesis testing. The null 

hypothesis, i.e. the stated hypothesis, is that there‟s no relationship between player wages and 

performance level. The test can be expressed as        . The corresponding t-statistic and 

p-value is 2.24 and 0.038, respectively. As the p-value is below 0.05 the null hypothesis can 

be rejected at a five percent level, stating that the estimated slope is significantly different 
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from zero. In a more practical manner, this means that there is a significant relationship 

between performance level and player wages, which is in accordance with the results above. 

Further, the null hypothesis           is tested, i.e. whether the relationship between 

performance level and player wages can be described through a positive relationship by a 0.05 

increase in the UEFA coefficient for a one percent increase in player wages. The calculated t-

statistic is: 
      

     
      16

. This value lies in between the critical t-values for this test, which 

is inside the region of acceptance, meaning that the null hypothesis will not be rejected, and 

the relationship between performance level and player wages can be described through the 

proportion suggested above.  

The regression results and the hypothesis tests confirm the a priori assumption that there 

exists a positive and strong relationship between wages of the players on a football team and 

the performance level of the team. 

 

5.5 Financial Resources and P&L Account 

In order to find the importance of financial resources on the success of a team, several 

regressions models have been estimated in the purpose of finding a relationship between these 

and the performance level of a football team. 

Operating income is of course the main source of money and therefore the life root of most 

football clubs. The operating income is actually highly important for success, and the 

relationship between operating income and performance level seems to be strong, as can be 

seen from figure 20 (all the numbers are given in NOK). 

                                                 

16
 The formula for the t-statistics follows the t distribution with n – 2 degrees of freedom, which gives t-values of 

±2.101 for a probability level 5 percent, in a two-tailed test ±2.5 percent. The formula is expressed as: 

t=(estimated β – β)/std dev(β). The opponent hypothesis to the null hypothesis is called the alternative hypothesis 

and can be expressed as e.g. H1: β≠5 (composite hypothesis) for this case. 
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Figure 20 UEFA coefficient as a function of operating income 

 

 

 

 

The lin-log model shows that operating income has an explanatory power of just above 37 

percent on the performance level of a team. For each percentage increase in operating income, 

the performance level, here given by the UEFA coefficient, changes with 0.023.  

The sum of the UEFA coefficient for the four single years as a function of operating income 

for one single year (here 2009) and of the average operating income over four years, generates 

results which show that the relationship is very strong. Also here, as was the case for the 

analysis on player wages for individual years, the reason for the strong relationship can be 

based on coincidences, as the numbers can vary greatly from year to year, and this variation is 

not possible to capture via regression analysis when only one individual year is examined at 

the time. Therefore, the analysis results including individual years as explanatory variables 

will not be presented further.  

The results from the analysis of the summarized UEFA coefficient as a function of the 

average operating income, presented in figure 21, can confirm the statement above suggesting 

that operating income of a football club is relatively closely bounded up with the level of 

success. These results can be linked to the Football‟s Wheel of Fortune, which presents a 

suggestion that increased income gives more success through better players and higher 

performance etc. 

  

Regression UEFACi = -αi + βi*ln(Op. income) + εi 

 α β 

Estimates -40.73 

 (13.09) 

(-3.11) 

(0.006) 

2.33 

(0.716) 

(3.26) 

(0.004) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.371 

Number of observations: 20 
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Figure 21 Summarized UEFA coefficient as a function of average operating income 

 

 

 

 

The explanatory power of this regression is 87.5 percent, confirming that the operating 

income is particularly important for the success of a football team. The relationship is 

positive, meaning that when operating income increases, the performance level increases. A 

concrete example is if the operating income increases with 50 percent, the performance level, 

here in terms of the UEFA coefficient, will increase with 0.167. 

The operating result seems to be an explanatory variable of the performance level as well. The 

regression‟s goodness of fit, R
2
, is approximately 17 percent, meaning that operating results 

explains 17 percent of the variation in a football team‟s performance level. For each unit the 

operating result changes, the UEFA coefficient changes with 0.000000071, or for each million 

the operating result changes the UEFA coefficient changes with 0.071. It should be noted, 

however, that the estimated value of the explanatory variable is insignificant on a 95 percent 

level, as the p-value are slightly higher than 0.05. The results are presented in figure 22 

below. 

Figure 22 UEFA coefficient as a function of operating result 

 

 

 

 

 

Regression UEFACsumi = -αi + βi*ln(Av.op. income) + εi 

 α β 

Estimates -145.39 

 (33.39) 

(-4.35) 

(0.022) 

8.36 

(1.824) 

(4.58) 

(0.020) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.875 

Number of observations: 5 

Regression UEFACi = αi + βi*(Op. result) + εi 

 α β 

Estimates 2.03 

 (0.512) 

(3.96) 

(0.0009) 

0.000000071 

(0.000000036) 

(1.95) 

(0.067) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.174 

Number of observations: 20 
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Also a regression model based on the summarized UEFA coefficient over the four year as an 

explanatory variable is presented here. As can be seen from figure 22 and 23, the results are 

contradictory; the regression in figure 23 shows a negative relationship between the variables, 

while the regression in figure 22 shows a positive relationship, although the variables in both 

regressions in theory are based on the same data.  

Figure 23 Summarized UEFA coefficient as a function of average operating result 

 

 

 

 

A reason for the contradictory results is that the average profits do not take into consideration 

that the years the UEFA coefficient are highest are also the year the operating result are 

highest. The regression based on the yearly observations is therefore more accurate, 

suggesting that there actually exist a positive relationship between success and operating 

result. 

Figure 24 Performance level as a function of profit 

 

 

 

 

 

  

Regression UEFACsumi = αi - βi*ln(Av.op. result) + εi 

 α β 

Estimates 5.54 

 (0.846) 

(6.55) 

(0.007) 

-0.0000012 

(0.00000036) 

(-6.33) 

(0.008) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.93 

Number of observations: 5 

Regression UEFACi = αi + βi*(Profit) + εi 

 α β 

Estimates 2.02 

 (0.506) 

(3.99) 

(0.0009) 

0.000000073 

(0.000000035) 

(2.08) 

(0.053) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.193 

Number of observations: 20 
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Figure 25 Performance level as a function of average profit 

 

 

 

 

Also for the regression analyses where profit is used as explanatory variable, the same 

problems as for the regressions where operating result is used as explanatory variable are 

present: the two regression analyses generate contradictory results although both cases are 

based on the same data. The same explanation given above also applies here. 

The very similar regression results for operating results and profits as predictors are due to 

small differences in the operating result and profits in the profit and loss statement. The small 

differences between the two accounting items are among other things due to the win-

maximizing approach of European football clubs, leading most of the earned revenues to be 

eaten up by the costs instead of being saved for surplus at the end of the year.  

The relationship between success and operating result and the success and profits, may 

indicate that not all the clubs are to a large degree affected by the financial turmoil that exists 

in some of the clubs both in Norway and abroad in Europe. If the relationship had been 

clearly negative it would have indicated that costs were at such a high level that the entire 

income would be eaten up. It also means that the greater the deficit in the accounts, the greater 

success for the team, as for example, labor costs are helping to increase the success, as proven 

through research. The smaller the deficit or the greater the surplus the less success the team 

will experience, according to theory. From this point of view, it seems that the clubs analyzed 

here have a relatively good control of their spending, causing parts of the revenues to go to 

profits, thus giving a positive correlation between the operating result/profit and success. 

Regression UEFACsumi = αi -βi*ln(Av.profit) + εi 

 α β 

Estimates 5.31 

 (0.755) 

(7.03) 

(0.006) 

-0.0000014 

(0.0000002) 

(-7.27) 

(0.005) 

Std. dev. 

t-statistics 

p-values R
2
 = 0.946 

Number of observations: 5 
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Problems related to violations of the assumptions are similar as the ones experienced in the 

analysis of player wages, as both the time period and data used here are similar to what is 

used in the analyses of player wages. In the case of the autocorrelation problem, the line plot 

which is used to check for autocorrelation patterns is a bit complex as mentioned in the 

section for player wages, as the time scale is represented by four year periods repeated five 

times. Still, also here it‟s possible to see indications of autocorrelation in the data by 

interpreting the graphs together with looking at the estimated residuals in the dataset. 
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Conclusion 

To begin with, this study shows that several suggested factors for success of a football team 

can be measured statistically. However, not all estimated results are in accordance with a 

priori expectations, possibly due to too few observations in the data sample. Also method 

used may be a reason for unsatisfactory results in some parts of the analysis. 

Although, some of the results prove to be unsatisfactory, it‟s strong reasons to believe that the 

results indicate a relationship between success of a football team and the suggested factors 

analyzed in this paper. The most important factors for success found through the analyses 

performed in this study, are player wages and financial resources measured through operating 

income. Both seem to have the ability to explain a relatively large part of the variation in the 

level of performance of a football team. Also factors such as market size and attendances have 

the ability to impact the performance level of a team. 

The centralization of a league can also impact the level of success of football teams in a 

league. Centralization seems to actively undermine the success of some teams while actively 

promote the success of a few teams through a success-breeding-success effect. 

As several measures of the performance level of a team are used in the different analyses, it 

seems that the UEFA coefficient is a particularly good measure of the performance level of a 

team.  

It‟s also evident from this paper that many European football clubs experience financial 

trouble through financially instability, such as imbalance between income and expenditure. 

The financial instability is often a consequence of extremely high expenditure, often in the 

form of employee cost spending, in particular player wages. Thus, the income is not the 

problem related to these financial problems, but rather a high cost level compared to the 

income and a somewhat irresponsible spending.  

The large expenditure of many European football clubs can to a certain degree be justified 

through game theory and “wage-races” together with phenomena such as Football‟s wheel of 
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fortune and market-determined prices for the players. It‟s also important for the football clubs 

to maintain its competitive advantages, and in order to keep track with the rest of the football 

clubs, many clubs are forced towards extreme expenditure. Therefore it‟s extremely important 

for football clubs to find the balance between a financially stable management and to be able 

to attract good players and develop the organization in the right direction, also in a long-term 

perspective. 

Finally, it‟s evident through these analyses that choice of method and data can easily violate 

the assumption of the classical linear regression model, causing the estimated results of the 

analysis to be unsatisfactory. In particular, the number of observations chosen here seems to 

be problematic in regard to method and models used. 
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Future Recommendations 

The success of a football team is obviously not determined by coincidences alone. A number 

of certain factors, directly and indirectly, affects how a football team perform and the level of 

success the team experiences. Therefore, it„s essential for a top football club to know what 

influences the performance level and which competitive advantages a team can benefit from, 

such as market conditions, attendances and financial resources accessible to the club.  

The pursuit of success, unfortunately, leads to many clubs losing the financial perspectives 

and spend more money than what‟s reasonable for the clubs' situation. Therefore, it‟s clear 

that a problem which appears to lie in the bottom of many of the financial problems the 

European football clubs are experiencing is the clubs' views on their economy. This is 

reflected in the financial statements in a number of ways. Among other things, one can see 

that football clubs have a tendency to price their own players at a higher level than the real 

market value, and this will naturally create an imbalance in the accounts as players are sold 

for a much lower value than what‟s recorded in the accounts of the clubs. This is among the 

reasons for the high player wages which can be traced around Europe. Although it‟s important 

for football clubs to be able to attract quality players, it‟s essential for the organizations to 

have a financially sound management; otherwise there will not be a future for the clubs on a 

long-term perspective. Player development is therefore one of the areas that are essential for 

the football clubs to focus on in the future. To maintain competitive advantages at the same 

time as running the organizations in a financially good way should therefore be a mandatory 

objective of all football clubs. 
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