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Abstract: The COVID-19 pandemic has caused significant disruption in the sports industry and
has raised the question of whether the football industry is based on a sustainable business model.
Using data from the English Premier League (EPL), we develop a regression model to achieve two
objectives. First, we examine the relationship between the different revenue sources (TV revenues,
match revenues, and commercial revenues) and the main cost drivers of professional football clubs
(player salaries and transfer expenses). Second, we seek to predict the likely impact of a major market
downturn such as the COVID-19 pandemic in the EPL. Our results suggest that TV revenues are by
far the most important source of income for player salaries and market values, followed by match
revenues and commercial revenues. We predict that player salaries, market values, and transfer
expenses will all decrease in the forthcoming EPL season, 2020/2021. The magnitude of the reduction
depends on the coronavirus scenario and ranges from −20.4% to −9.5% for player salaries and
−26.7% to −12.4% for player market values. Our study seeks to explore the relative impact of the
three main revenue sources in the EPL on the unprecedented growth of player salaries, market values,
and net transfer expenses in the last three decades. In addition, our study adds to the understanding
of the pandemic’s expected impact on the EPL.

Keywords: COVID-19; coronavirus; transfer fees; players market values; Premier League

1. Introduction

For many years, transfer fees and player salaries have seen mainly one direction, up-
wards. Fuelled by increasing match, sponsorship, and broadcasting revenues, particularly
in the English Premier League (EPL), worldwide football transfer fees reached a record high
of USD7.4B in the year 2019, almost tripling the fees paid in 2012 [1]. The war for talents
among football clubs is driven by the desire for on-field success and win maximisation [2,3].
Player salaries, as well as transfer fees, constitute the most important cost factor of clubs in
modern professional football [4]. Szymanski [5] has shown a statistically significant and
positive impact of clubs’ staff expenditures in the form of player salaries and transfer fees
on their sporting success.

The coronavirus pandemic (COVID-19), which caught companies worldwide by
surprise, has been nothing but a disaster for the sports industry so far and has raised the
question of whether the sports industry, in particular the European football industry, is
based on a sustainable business model (e.g., [6–8]). While some football leagues such as
France, Belgium, and the Netherlands abandoned the 2019/2020 season, other leagues
continued without spectators, with significant revenue losses for the clubs in both cases.
While several football industry professionals expressed the view that this could lead to
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a contraction of the player market in the near future [9], no academic study has so far
investigated the possible effects of the coronavirus epidemic. Our paper sheds light on this
issue by examining the likely consequences of COVID-19 for professional football.

Using data from the EPL, we develop an empirical model to achieve two objectives.
First, we aim to study the importance of club revenues on player salaries and transfer costs.
In particular, we examine how changes in the different income sources of football clubs
(TV revenues, match revenues, and commercial revenues) affect player salaries, player
market values, and net transfer expenses. Second, we seek to estimate the impact of a major
market downturn such as the COVID-19 pandemic in the EPL. In particular, we predict the
(likely) development of player salaries, net transfer expenses, and player market values in
the forthcoming EPL season in three possible coronavirus scenarios.

The main contribution of our paper is to determine the relative impact of the three
main revenue sources in professional football on the unprecedented growth of player
salaries, market values, and net transfer expenses in the last three decades. In addition, our
study adds to the understanding of the economic impacts of the COVID-19 pandemic on
sports. Thus, our study aims at providing new insights to sport management professionals
on what to expect for the development of the football labour markets in crises. Our study
also serves as a reference point for future research on sports labour markets, and managers
of football leagues and clubs.

The remainder of the paper is organised as follows: Section 2 introduces the back-
ground with the COVID-19 pandemic and the main variables of our model. Section 3
describes the data and the empirical model. Section 4 presents the results of the empirical
investigation and predicts the impact of the COVID-19 pandemic. Section 5 provides a
discussion, and the paper concludes with Section 6.

2. Background
2.1. The COVID-19 Pandemic

The coronavirus disease 2019 (COVID-19) is a highly infectious respiratory illness
transmitted through human and animal interaction and caused by the strain of coronavirus,
the Severe Acute Respiratory Syndrome Coronavirus 2 (SARS-CoV-2). The first cases were
reported in Wuhan, China, in December 2019 and then throughout the world. By February
2020, the virus had reached Italy, where it prompted a high number of infections and deaths,
which eventually forced the Italian government to close schools, companies, and borders
and to suspend commercial air traffic during February and March 2020. Other European
countries experienced, time-delayed, similar developments, with different degrees of
government-imposed measures and ordinances to lower infections and casualties.

Like in other countries, the EPL, together with the Football Association, English
Football League, the Women’s Super League, and Women’s Championship collectively
suspended professional football in England in March 2021. After a two-month interruption,
during which virtually no sporting events took place worldwide (except for the Belarusian
league), the German Bundesliga was the first major professional football league to resume
in May 2020, under strict control—and without spectators. The EPL followed suit in June
2020, also without stadium audiences.

Despite having developed hygiene concepts to prevent the spread of COVID-19
among stadium visitors, essentially all major sports leagues started the 2020/2021 season
without spectators [10–12]. Further, even after the introduction of several vaccines against
COVID-19 at the beginning of the year 2021, the majority of sports events have remained
closed to the general public due to the relatively low percentages of vaccinated people,
increasing new infections as of April 2021, as well as the appearance of mutations, against
which current vaccinations are believed to be less effective [13]. So-called immunity passes
have been in discussion, which would allow immune spectators to enter the stadiums.
However, at the time of writing, such immunity passes do not yet exist, and it has not been
established how long an immunisation would last [14].
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2.2. Research on the COVID-19 Pandemic and Sports

Research suggests that mass sports events contribute to the spread of the SARS-CoV-2
strain. Olczak et al. [15], for example, investigated the impact of regular mass outdoor
meetings on the spread of a virus by considering football matches in England in February
and March 2020 and the spread of COVID-19 into April 2020. They found evidence that
mass outdoor events were consistent with more cases and deaths—with approximately six
additional COVID-19 cases, two additional COVID-19 deaths, and three additional excess
deaths per 100,000 people.

In a similar vein, Ahammer et al. [16] analysed how much National Basketball As-
sociation (NBA) and National Hockey League (NHL) games held between March 1 and
March 11 have contributed to the community spread of COVID-19 in counties surrounding
NBA and NHL venues. They conclude that one additional mass gathering increased the
cumulative number of COVID-19 deaths in affected counties by 9%.

While the mid-to-long-term impacts of COVID-19 on sports are still to be assessed,
first research studies have investigated the instantaneous impacts of COVID-19 on the
health and performance of professional athletes. In a multicenter cross-sectional study
of professional athletes with prior COVID-19 infection, Martinez et al. [17], for example,
observed only rare cases of athletes having potential cardiac involvement after having been
infected with the virus.

Economically, the disease already proved to have massive negative short-term fi-
nancial impacts on the world of sports, as evidenced by the postponement of the Tokyo
Summer Olympic Games 2020 at an alleged cost of USD2.8B [18], the discussions surround-
ing numerous lower-tier football clubs in Europe threatened by insolvency [19,20], or the
loss of sponsors due to coronavirus-caused revenue decreases [21]. Academic research that
examines the impact of COVID-19 on sports is flourishing, as evidenced by the special
issue of Soccer & Society [22].

2.3. Revenue Sources of Football Clubs

The three main revenue sources of football clubs have traditionally been match income
(i.e., ticketing, food and beverage, and parking), media and broadcasting income, as well
as commercial income from sponsorship and merchandising [23].

While the loss of match revenues appears to be the most obvious effect that clubs
are confronted with due to COVID-19, EPL club revenues are likely to be impacted in
further ways.

The re-start of the 2019/2020 season in June 2020 prevented EPL clubs from having
to refund £762 M of advance payments to broadcasters, as would have been the case in
the event the season was completely cancelled. However, the clubs still face financial
ramifications from media houses. A league-wide penalty of £330 M applies as the league
had not been able to fulfil its contractual obligations concerning the timing and delivery of
matches played in empty stadiums [12].

In an industry report published in May 2020, sports marketing company Two Circles
predicted a 37% year-on-year decrease in Global sports sponsorship rights fees for the
year 2020 as a result of the COVID-19 pandemic [24]. While sponsors are likely to receive
considerable rebates due to the cancellation or postponement of sporting events, a large
part of new sponsorship agreements had been put on hold, while many existing agreements
are likely to end as a result of companies implementing cost-cutting measures. Some of the
most important industries for sports sponsorships have been hit hard by the pandemic,
most notably, the financial services sector, airline carriers, as well as automotive and
energy companies [24].

Changes in their income situation are likely to result in changes in the expenditures of
the clubs. While most professional teams in Europe are considered to be win rather than
profit maximisers, clubs can only spend as much as they receive because they are subject to
budget constraints [3].
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2.4. Player Salaries

The war for playing talent among the top European clubs is driven by the desire for
on-field success and win maximisation [2,3,25]. Player salaries constitute the single largest
cost factor of clubs in modern professional football [25]. Wages represent anything between
60% and 72% of revenues in each of the five large European football leagues [4] and account
for between 70% and 80% of total operating costs in the EPL. The previous growth of club
revenues in the EPL was accompanied by considerably increasing wage bills.

Apart from the well-documented correlation of club revenues and team wage bills [26],
several player-specific variables have been found to impact individual salaries. These
variables include measures of performance and talent, such as age, position, number
of appearances, and goals scored, as well as popularity. Past performance serves as an
indicator of future performance, making an athlete’s recent sporting performance and
talent relevant for salary negotiations and serves as an important determinant in salary
models (e.g., [27–30]). Empirical studies have further observed an inverse U-shaped
relationship between age and salary. On-field experience is associated with higher salaries
up to a certain point when the salary starts to decline again. In football, players reach their
maximum salary between the age of 26 and 28 [27,31]. Additionally, certain players are
more popular than others, irrespective of performance or mere talent, which significantly
and positively influences their salary [28].

While individual player salaries are typically not disclosed in European football [32],
evidence from the North American Major Leagues suggests that salaries in professional
sports are generally right-skewed, with a relatively large number of low salaries and a
few players earning far more [33]. These large salary differences are often explained by
the ‘superstar’ effects as discussed by Adler [34] and Rosen [35]. Adler [34] explains the
emergence of superstars and the resulting skewed income distribution among athletes
by network externalities of popularity, whereas Rosen [35] suggests that the supply of
talent is fixed, and the distribution of talent is freely observable. As top talent cannot be
substituted by less talented players, the demand for over-achievers is particularly high.
Thus, relatively small differences in talent at the top of the talent distribution lead to large
differences in earnings [33].

2.5. Net Transfer Expenses

Transfer fees had been on the rise before the COVID-19 pandemic. In 2019, worldwide
football transfer fees reached USD7.4B, compared to USD2.71B in the year 2012 [1]. There
had been as many as 39 transfers with fees in excess of USD50m in 2019 alone [1], costs
that are to be amortised by the clubs over the length of the player’s contract.

From a legal perspective, the “transfer fee is a payment made between clubs in relation
to a transfer operation usually including an early termination of a player’s contract without
just cause, excluding training compensation” [36]. In other words, it is compensation for
releasing a player before contract end, which enables the releasing club to offset financial
losses incurred from the contractual expiry of its asset. The subject is therefore not the player
himself, but the player contract and the releasing club’s registration of the player with the
member association [37]. The fee can either be negotiated between the releasing and the
acquiring club or can be a fixed fee as part of a release clause in the player’s existing contract.
Contracts in Spain have such a release clause, as Royal Decree (1006/1985) explicitly
grants athletes the right to terminate their contractual relationship early conditional on the
payment of a predetermined compensation [38].

Numerous clubs have developed a distinct business model by focusing on the dis-
covery, development, and subsequent profitable on-sale of players. For some of these
clubs, transfer fees have become an indispensable income source. EPL clubs are rather
net spenders, buying established players from other leading European and non-European
leagues. Net transfer expenses as used here are the sum of transfer fees received and money
spent for signing new players. Transfer fees represent discretionary spending in the present
market as opposed to wages, which are mandatory in relation to an existing contract.



Sustainability 2021, 13, 5154 5 of 22

2.6. Player Market Values

In the sports management literature, there appears to be some ambiguity regarding
the concepts of transfer price (or fee) and player market value and their relationship to
each other.

Müller et al. [39] describe player market values as estimates of the transfer fees that
are most likely to be paid, while Kirschstein and Liebscher [40] describe transfer fees as
estimates of player market values. Herm et al. [41] define the market value of a player as
an estimate of the amount of money a club is willing to pay to sign that player, ignoring the
possibility of money laundry, bribery, and backroom deals that influence this “willingness”
and the amount to be offered, which would eventually lead to distorted player market
values.

To separate the terms “market value” and “transfer price”, it is thus helpful to look at
the two concepts in more detail. In analogy to other areas such as marketing or finance, we
distinguish between value and price. While no single measure of value has gained universal
acceptance [42], finance scholars consider valuation as an assessment of assets based on
their intrinsic characteristics, while pricing manifests itself in the form of comparisons
across transactions [43]. In contrast to value, the price of an asset is determined in large part
by mood and momentum, liquidity, incremental information as well as groupthink [44].

Traditionally, the players’ market values have been estimated by the sporting de-
partments of football clubs themselves in anticipation of the transfer fees to be paid or
to be received in case a player contract is prematurely terminated [39]. Researchers and
service providers usually generate player values by comparing and contrasting individual
player characteristics and performances with those of players in recent transactions and
the transfer fees realised there. The approaches used do not aim at generating intrinsic
value, but at comparing prices in similar transactions. Thus, what is generally referred to as
player market value is a “price estimation” rather than a “valuation”. Player market values
in this sense are subjective, are influenced by the methods and parameters used [43], can be
biased [40], and depend on the overall pricing situation on the player market which itself
is influenced by supply and demand. The market value of a player is, thus, a theoretical
construct. Unlike products and services where the value or the price is associated with a
property right, there are no rights associated with a player’s market value—in contrast to a
player’s transfer fee.

One can distinguish between two valuation approaches: data driven and crowd
driven. Data-driven approaches are methods that make use of statistical models with an
established set of indicators and empirically derived weights to estimate a player’s market
value [39]. In the case of crowd-driven valuation approaches, registered community mem-
bers perform their subjective estimations of player market values on dedicated platforms,
based on arbitrary indicators and subjective weighting. Using a hierarchical approach
with several different indicators such as user evaluations, dedicated judges then assign
subjective weightings to all prior estimations after performing a market value estimation
themselves [39]. These market values are available at individual and team levels for most
professional football leagues in the world and are regularly used by researchers as a proxy
for transfer fees (e.g., [27,28]), since actual transfers do not happen regularly, and data are
not always publicly available. The largest and most well-known crowd-driven valuation
platform is the German website transfermarkt.de, established in 2001.

In this paper, we consider the market value of a player as a theoretical construct that
aims at approximating the current market price for releasing that player from an existing
contract, irrespective of its remaining length or status. The market price of a player is
determined by the overall situation on the player market, i.e., supply and demand, the
player’s performance, his individual characteristics, as well as his popularity. In contrast, a
transfer fee is compensation money to offset the financial losses incurred by the releasing
club from the contractual expiry of the asset, either as part of an agreement between the
releasing and the acquiring club or following the execution of a release clause included
in the players’ current contract. The two concepts are summarised in Table 1. Despite
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these differences, market values are a good proxy for transfer fees as they are highly
correlated [28,41].

Table 1. Market value versus transfer price.

Concept Market Value Transfer Price/Fee

Subject The player as a theoretical construct,
irrespective of contract status.

The player registration with member
association, which ties the player to a club
for the life of his contract.

Manifestation
Non-observable, estimated by club
officials, sports journalists, academics, and
service providers.

Negotiated cash-settlement between two
clubs for premature termination of
contract or as pre-defined in player
contract.

Determinants

• Overall pricing situation on the
player market (supply/demand)

• Player performance
• Popularity of player
• Player characteristics

Market value determinants in addition to
the current contract status and contract
conditions (release clause, duration, free
agency).

Issues

• Have a subjective element
• Might be biased depending on

evaluator or model used (club
characteristics, nationality, etc.)

• Player market not efficient and fee
depends on club needs, know-how,
negotiation skills, and market power

• Not always publicly available
• Can be distorted due to money

laundry, corruption, and secret
“deals”

• Conditional fees are often not
displayed

Source: Own table.

To sum up this section, we added Table 2, which categorises all income and outcome
variables of our study.

Table 2. Categorisation of income and outcome.

Club revenues

Club revenues are the sum of income generated from the three main sources:
matchday receipts, broadcasting rights and commercial transactions. Revenues are
recognized in the profit or loss account after applying a five-step test:

1. There must be a contract between the club and the customer
2. The club has an obligation to the customer
3. There is an agreed price
4. The price is allocated to the obligation
5. Revenue/income is recognized as the club delivers the obligation

Player salaries
Player salaries constitute the single largest cost factor of clubs in modern
professional football. Salaries in the model are proxied by the team wage bill, a
club’s total personnel expenses, as provided in the income statements of the clubs.

Net transfer
expenses

Net transfer expenses are the sum of transfer fees received and money spent for
signing new players. Transfer fees represent discretionary spending in the present
market as opposed to wages which are mandatory in relation to an existing contract.

Player market values

Player market values are a theoretical construct that aims at approximating the
current market price for releasing that player from an existing contract, irrespective
of its remaining length or status. The market price of a player is determined by the
overall situation of the player market, i.e., supply and demand, the player’s
performance, his individual characteristics, as well as his popularity.

Source: Own table.

3. Data and Empirical Model
3.1. Player Market Values

The data we use to estimate our regression models (see below) come from the 20 clubs
playing in the EPL for the 27 seasons between 1992/1993 and 2018/2019, yielding a total
of 540 club-season observations. If we had the relevant information for all clubs over the
entire period, our number of observations would be 546 because in the seasons 1992/1993
through 1994/1995, the number of clubs in the EPL was 22. Moreover, we did not include
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season 2019/2020 because the financial data of the clubs were not available for this season
at the time of writing the article.

Due to promotion and relegation, the number of different clubs over the observed
time period is 49, with some clubs appearing in the dataset only once and others in every
single year. Information on club revenues, team wage bills, and net transfer spending
were retrieved from the annual reports of the individual clubs. The player market value
estimates are available only from the season 2005/2006 onwards and were retrieved from
the website “transfermarkt.de”. In each season, each of the 20 clubs employed a squad
consisting of 20 to 48 players, yielding 10,043 player-season observations for the 15 seasons
2005/2006 to 2019/2020.

3.2. Empirical Model

Several fixed-effects models that account for unobserved heterogeneity across the
clubs form the basis of our predictions that we will present below. We used STATA 16 for
our empirical analysis. The dependent variables we employ here are the team wage bill of
the team i in season j, the net transfer spending of club i in season j, and the average player
value of club i in season j. The explanatory variables are the clubs’ revenues in season j − 1
(or the components of these revenues, i.e., match income, TV revenues, and commercial
income respectively). Thus, we hypothesise:

(1) Team Wage Bill = f (Total Revenues of Club);
(2) Net Transfer Expenses = f (Total Revenues of Club);
(3) Squad Market Value = f (Total Revenues of Club).

Our regression model is, therefore, of the following general form:

ln(WBij) = α0 + α1 ln(CRij−1) + ∑SD + ε (1)

NTEij = α0 + α1 CRij−1 + ∑SD + ε (2)

ln(APVij) = α0 + α1 ln(CRij−1) + ∑SD + ε (3)

where

ln(WBij): natural log of wage bill (WB) of club i in season j,
NTEij: net transfer expenses (NTE) of club i in season j (given that net transfer spending
includes positive as well as negative values, we cannot use the natural logarithm as negative
values are not defined),
ln(APVij): natural log of average player value (APV) of club i in season j to control for
differences in squad size,
ln(CRij−1) or CRij−1: (natural log of) club revenues (CR) or sources of income, i.e., match
income, TV revenues, commercial income of club i in season j − 1,
∑SD: vector of season dummies (SD), and
ε: error term.

The purpose of the regression models is to identify the relative impact of the three
revenue sources (match, broadcasting, and commercial revenues) on the unprecedented
growth of player salaries, market values, and net transfer expenses in the last three decades.
We conjecture that the impact of the three revenue sources will be the same in a boom and
in recession period. Thus, we assume that the factors, which contributed positively to the
growth of salaries, market values, and net transfer expenses in the recent boom period,
will—to the same extent—contribute to a reduction in salaries, market values, and net
transfer expenses in the current recession period.

Our econometric analysis is, therefore, a combination of forecasting and prediction.
While forecasting uses historical data to extrapolate from past developments into the
future, prediction is more judgmental and takes into account changes taking place in
the future. Thus, we first estimate a series of regression models using historical data on
the development of the EPL clubs’ revenues and then derive three different scenarios
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representing the most likely development of club revenues, based on what we know to
date with respect to the likely consequences of COVID-19 on the revenue sources of the
EPL clubs. Based on the results of the regression analyses and the three forecast scenarios,
we then predict the development of player salaries (that account for between 70% and 90%
of all wage expenses paid by the clubs), net transfer expenses, and average player market
values due to COVID-19. Table 3 presents the descriptive statistics for all main variables
included in the analysis.

Table 3. Descriptive statistics.

Variables Obs Mean SD Min Max

Total Club Revenues 542 91.52 102.98 4.31 627.10
Log(Total Club Revenues) 542 3.99 1.07 1.46 6.44
Match Revenues 542 19.80 23.80 0.00 111.64
Log(Match Revenues) 538 2.49 0.98 −0.47 4.72
TV Revenues 542 46.22 47.59 0.00 260.79
Log(TV Revenues) 540 3.20 1.29 0.18 5.56
Commercial Revenues 542 25.39 41.95 0.00 276.10
Log(Commercial Revenues) 540 2.49 1.19 −5.26 5.62
Net Spending 542 17.17 32.52 −45.33 249.67
Wages 542 55.99 58.11 2.70 332.30
Log(Wages) 542 3.50 1.11 0.99 5.81
Average Player Value 296 4.91 3.98 0.41 21.69
Log(Average Player Value) 296 1.32 0.74 −0.89 3.08

4. Results
4.1. The Impact of Income Sources on Player Salaries, Net Transfer Expenses, and Player Market
Values

First, we estimate Model (1) to understand how the three different revenue sources
of football clubs influence player salaries. Given that the revenues from the three sources
(match, TV, and commercial) are highly correlated at r > 0.80, we cannot include them in
the regression models simultaneously as this leads to multicollinearity.

Since we use the natural logarithm of the variables on both sides of the equation,
the coefficients can be interpreted as elasticities. Thus, according to the results displayed
in Table 4, a 1% increase (10% increase) in total club revenues increases player salaries
by 0.728% (7.28%). It also appears from Table 4 that TV revenues are by far the most
important revenue source with respect to player salaries, followed by match revenues and
commercial revenues.

Table 4. Impact of revenue sources on player salaries in the EPL.

(1) (2) (3) (4)
Log(Wages) Log(Wages) Log(Wages) Log(Wages)

Log(Total Club Rev.) 0.728 *** (0.0693) — — —
Log(Match Rev.) — 0.334 *** (0.0844) — —
Log(TV Rev.) — — 0.487 *** (0.120) —
Log(Commercial Rev.) — — — 0.273 *** (0.0781)
Year Dummies included included included included
Constant −0.135 (0.156) 1.059 *** (0.124) 1.035 *** (0.137) 1.187 *** (0.100)

N of Obs. 542 538 540 540
N of Teams 49 48 48 48
N of Obs. per Team 1–27 1–27 1–27 1–27
R2 within 97.5 96.3 96.2 96.2
R2 between 95.6 92.5 86.9 87.9
R2 overall 97.0 94.3 90.3 93.2

Standard errors (clustered at team id) in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

When estimating Model (2), we cannot use logs because net transfer expenses (net
spending) also include negative values (i.e., clubs earn more from selling players than they
spend to sign new players) and the log of negative values is not defined. As a consequence,
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the interpretation of the coefficients in Table 5 is slightly different. Here, each additional
British Pound coming from, e.g., TV revenues increases net transfer expenses by 44.3 pence.
What is perhaps surprising is that each revenue source seems to have a similar impact on
net transfer expenses, because the respective impact of match and commercial revenues is
almost identical to that of TV revenues.

Table 5. Impact of revenue sources on net transfer expenses (net spending) in the EPL.

(1) (2) (3) (4)
Net Spending Net Spending Net Spending Net Spending

Total Club Revenues 0.197 *** (0.0324) — — —

Match Revenues — 0.428 *** (0.138) — —

TV Revenues — — 0.443 *** (0.132) —

Commercial Revenues — — — 0.415 *** (0.0432)

Year Dummies included included included included
Constant −1.013 (2.526) −2.181 (3.247) −0.935 (2.723) −0.367 (2.246)

N of Observations 542 542 542 542
N of Teams 49 49 49 49
N of Observations per Team 1–27 1–27 1–27 1–27
R2 within 41.7 35.6 37.2 44.8
R2 between 78.7 73.2 77.0 81.8
R2 overall 47.1 39.0 42.6 51.2

Standard errors (clustered at team id) in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

In the case of player market values (model 3), we again use logs on both sides of the
equation. It appears from Table 6 that a 1% (10%) increase in total income is associated
with an 0.955% (9.55%) increase in player values. Similar to the results of Model (1), TV
revenues are far more important than either match or commercial revenues.

Table 6. Impact of revenue sources on average market values in the EPL.

(1) (2) (3) (4)
Log(Average
Player Value)

Log(Average
Player Value)

Log(Average
Player Value)

Log(Average
Player Value)

Log(Total Club Revenues) 0.955 *** (0.111) — — —
Log(Match Revenues) — 0.487 *** (0.125) — —
Log(TV Revenues) — — 0.844 *** (0.200) —
Log(Commercial
Revenues) — — — 0.347 ** (0.156)

Year Dummies included included included included

Constant −2.973 ***
(0.462) −0.397 (0.354) −1.930 ***

(0.685) 0.0421 (0.410)

N of Observations 296 296 296 296
N of Teams 39 39 39 39
N of Observation per Team 1–15 1–15 1–15 1–15
R2 within 68.0 62.4 64.2 60.7
R2 between 73.4 68.4 46.0 49.9
R2 overall 80.5 74.6 59.9 68.2

Standard errors (clustered at team id) in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

In further analyses (see Tables 7–9), we distinguish the “Big 6” clubs (Arsenal, Chelsea,
Tottenham Hotspur, Liverpool FC, Manchester City, and Manchester United) from the other
14 teams, the composition of which changes every year due to promotion and relegation.
This split between large clubs and the rest allows us to examine whether the above results
change depending on the clubs’ market size.
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Table 7. Revenue sources and player salaries in the EPL, by size of club.

Dep. Variable: (1.1) (1.2) (2.1) (2.2) (3.1) (3.2) (4.1) (4.2)
Log(Player Salaries) Big 6 Rest Big 6 Rest Big 6 Rest Big 6 Rest

Log(Total Revenues 0.753 *** 0.669 *** — — — — — —
(0.127) (0.0729)

Log(Match Revenues) — — 0.480 *** 0.235 *** — — — —
(0.116) (0.0813)

Log(TV Revenues) — — — — 0.402 0.491 *** — —
(0.216) (0.0888)

Log(Commercial Revenues) — — — — — — 0.248 0.310 ***
(0.153) (0.0661)

Year Dummies included included included included included included included included
Constant −0.213 −0.00658 0.848 ** 1.124 *** 1.419 *** 0.920 *** 1.438 *** 1.071 ***

(0.348) (0.139) (0.273) (0.0651) (0.314) (0.0721) (0.283) (0.0624)

N of Observations 158 384 158 380 158 382 158 382
N of Teams 6 43 6 42 6 42 6 42
Observations per Team 23–27 1–17 23–27 1–27 23–27 1–27 23–27 1–27
R2 within 98.7 96.8 98.0 95.7 97.0 96.2 97.0 96.0
R2 between 62.0 95.5 45.5 93.5 93.5 92.6 35.3 86.7
R2 overall 97.5 96.3 96.4 94.7 94.7 94.0 95.1 94.5

Standard errors (clustered at team id) in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

Table 8. Revenue sources and net spending in the EPL, by size of club.

Dep. Variable: (1.1) (1.2) (2.1) (2.2) (3.1) (3.2) (4.1) (4.2)
Net Spending Big 6 Rest Big 6 Rest Big 6 Rest Big 6 Rest

Total Revenues 0.308 ** 0.351 ** — — — — — —
(0.0865) (0.134)

Match Revenues — — -0.0314 0.687 ** — — — —
(0.390) (0.281)

TV Revenues — — — — 0.0994 0.396 ** — —
(0.299) (0.191)

Commercial Revenues — — — — — — 0.672 *** 0.877 *
(0.0868) (0.444)

Year Dummies included included included included included included included included
Constant −4.154 −1.549 0.980 −1.272 0.444 0.0998 −2.352 −0.912

(6.416) (1.758) (5.935) (1.800) (6.823) (1.464) (5.475) (1.899)

N of Observations 158 384 158 384 158 384 158 384
N of Teams 6 43 6 43 6 43 6 43
Observations per Team 23–27 1–27 23–27 1–27 23–27 1–27 23–27 1–27
R2 within 47.9 40.8 42.6 39.0 42.7 39.7 53.8 40.3
R2 between 16.8 83.4 29.1 86.2 77.5 87.5 44.5 79.3
R2 overall 43.8 46.1 38.7 45.1 39.2 47.9 52.6 45.0

Standard errors (clustered at team id) in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.
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Table 9. Revenue sources and average player values in the EPL, by size of club.

Dep Variable: (1.1) (1.2) (2.1) (2.2) (3.1) (3.2) (4.1) (4.2)
Log(Average Player Value) Big 6 Rest Big 6 Rest Big 6 Rest Big 6 Rest

Log(Total Revenues) 1.053 *** 1.007 *** — — — — — —
(0.122) (0.232)

Log(Match Revenues) — — 0.689 ** 0.654 *** — — — —
(0.213) (0.184)

Log(TV Revenues) — — — — 1.091 *** 0.625 *** — —
(0.256) (0.202)

Log(Commercial Revenues) — — — — — — 0.560 0.336
(0.286) (0.204)

Year Dummies included included included included included included included included
Constant −3.290 *** −3.243 *** −0.804 −0.931 ** −2.417 * −1.414 ** −0.296 −0.118

(0.616) (0.891) (0.868) (0.420) (0.986) (0.649) (1.020) (0.426)

N of Observations 90 206 90 206 90 206 90 206
N of Teams 6 33 6 33 6 33 6 33
Observations per Team 15 1–15 15 1–15 15 1–15 15 1–15
R2 within 40.8 60.5 39.9 59.2 39.7 55.6 40.3 55.7
R2 between 83.4 37.0 86.2 40.7 87.5 19.5 79.3 34.3
R2 overall 46.1 51.1 45.1 50.5 47.9 33.4 45.0 41.9

Standard errors (clustered at team id) in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

Regarding player salaries, we find that a decrease in total club revenues leads to a
larger reduction in salaries for the Big 6 clubs than for the other 14 teams (see Table 7),
suggesting that player salaries at large clubs respond more to changes in club revenues
than at small clubs. In addition, a change in match revenues impacts player salaries at the
Big 6 clubs more than the salaries at the remaining 14 teams.

Interestingly, in contrast to player salaries, the results from Table 8 indicate that large
clubs are expected to adjust their net transfer expenses less than small clubs due to a change
in club revenues. Finally, there is no significant difference between large and small clubs
regarding the impact of changes in club revenues on average player values (see Table 9).

4.2. The Impact of the COVID-19 Pandemic

We proceed in two steps. First, we derive three possible coronavirus scenarios and
calculate the COVID-19-induced impact on the three revenue sources (match revenues, TV
revenues, and commercial revenues) in each scenario. Second, we predict the impact of
the COVID-19 pandemic-induced revenue losses on player salaries, transfer expenses, and
player market values in the three coronavirus scenarios based on the regression coefficients
obtained from our empirical models.

4.2.1. Coronavirus Scenarios

We outline three possible scenarios for the economic development of EPL clubs in
the post-COVID-19 era. The scenarios distinguish the three revenue sources and are
summarised in Table 10.
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Table 10. Possible COVID-19 scenarios.

in £m EPL Club Revenues Covid-Scenarios EPL Covid-Scenarios (in %)

Total Total Average Worst Medium Best Worst Medium Best
Matchday 679.7 34.0 0.0 10.2 17.0 −100% −70% −50%

Commercial 1456.6 72.8 43.7 58.3 65.5 −40% −20% −10%
Broadcast 3032.6 151.6 143.4 143.4 143.4 −5% −5% −5%

Total 5169.0 258.5 187.1 211.8 225.9 −28% −18% −13%

in £m Big-6 Club Revenues Covid-Scenarios Big-6 Covid-Scenarios (in %)

Total Average Worst Medium Best Worst Medium Best
Matchday 494.5 82.4 0.0 24.7 41.2 −100% −70% −50%

Commercial 1141.5 190.3 114.2 152.2 171.2 −40% −20% −10%
Broadcast 1362.3 227.1 218.8 218.8 218.8 −4% −4% −4%

Total 2998.3 499.7 333.0 395.7 431.2 −33% −21% −14%

in £m Other-14 Club Revenues Covid-Scenarios Other-14 Clubs Covid-Scenarios (in %)

Total Average Worst Medium Best Worst Medium Best
Matchday 185.2 13.2 0.0 4.0 6.6 −100% −70% −50%

Commercial 315.1 22.5 13.5 18.0 20.3 −40% −20% −10%
Broadcast 1670.3 119.3 111.1 111.1 111.1 −7% −7% −7%

Total 2170.7 155.1 124.6 133.0 137.9 −20% −14% −11%

Scenarios

Worst No spectators allowed for the upcoming seasons, negative impact on commercial income of 40%, £330m of broadcast
penalties spread over 2 seasons

Medium 30% spectators allowed back to stadium, negative impact on commercial income of 20%, £330m of broadcast
penalties spread over 2 seasons

Best 50% spectators allowed back to stadium, negative impact on commercial income of 10%, £330m of broadcast
penalties spread over 2 seasons

TV revenues: The EPL signed its latest broadcasting agreement in 2019 for the three
seasons up to 2022, which, together with the broadcasting proceeds from UEFA club
competitions, guaranteed an average amount of £152 M per club for 2019. This represented
59% of total revenues per club. While numerous media experts expect lower income
from broadcasting in the future [45], this possible reduction will not come before the
new broadcasting agreement is signed, which is post-2022. We, therefore, assume the
reduction to be in line with the penalty payment of £330 M for the postponed games in the
2019/2020 season in all three scenarios, which translates into a decrease of 5.4% for the two
successive seasons.

Commercial revenues: Interviews with industry experts confirmed the predictions
made by sports marketing company Two Circles expecting a 37% year-on-year decrease in
global sports sponsorship rights fees as a result of the COVID-19 pandemic. According to
one expert, sponsorship prices in the EPL were down by 30% to 40% by August 2020, while
several front-of-shirt sponsorships were still available for Championship clubs shortly
before the start of the season, which was unprecedented according to that source. In
our worst-case scenario, we thus assume a 40% decrease in commercial revenues, while
our average-case scenario assumes a 20% decrease. In the best case, premium sports
sponsorship opportunities will recover quickly, leading to a reduction in commercial
revenues of only 10%.

Match revenues: During the 2018/2019 season, EPL clubs enjoyed an average capacity
utilisation of 96% (worldfootball.net, accessed on 20 August 2020), and match revenues
contributed 13% to the total revenues of the average EPL club. While the EPL did not
communicate its plans for spectator admissions at the start of the season 2020/2021, the
Deutsche Fussball Liga (DFL), which served as a trailblazer among sports leagues in terms
of measures and actions in times of COVID-19, released a hygiene concept to prevent
the spread of the virus among stadium visitors for the German Bundesliga. This concept

worldfootball.net
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contained three scenarios, including different numbers of visitors to be allowed in each
stadium. In the case of a high pandemic level, with ≥35 new infections per week per
100,000 inhabitants, no spectators were to be allowed in the stadium. When the pandemic
level was medium, with ≥5 and <35 new infections per week per 100,000 inhabitants,
the concrete number of fans allowed in the stadium was to be defined. In the case of <5
new infections per week per 100,000 inhabitants, a successive return to normal operations
was planned, depending on agreements between the clubs and the respective local health
authorities. In any case, according to the concept, not more than 30% to 50% of the stadium
capacity was planned to be used. In terms of match revenues, this means that in the worst-
case scenario, we assumed no match revenues at all since no spectators will be allowed in
the stadium. In the average-case scenario, we assume a reduction in match revenues of
70%; and in the best-case scenario, a decrease of 50%.

4.2.2. Predicting the Impact of the COVID-19 Pandemic

To predict the impact of the COVID-19 pandemic, we assume that the correlations
between revenues and expenses from Section 4.1, determined for a phase of uninterrupted
growth, will also be observed in the opposite direction in a recession period when club
revenues decline.

The rationale for this assumption can be justified by one of the economic peculiarities
of professional team sports, which is the associative character of competition. No team
can improve its position in the standings without worsening the position of at least one
other team. If sportive and economic success are correlated, which they usually are, this
rank order contest can lead to a rat race which induces clubs to overinvest in playing talent
and may result in a ruinous competitive interaction between clubs [46]. It is well known in
contest theory of professional team sports [47,48] that club revenues crucially impact this
rat race: higher (lower) revenues induce clubs to increase (decrease) their investments in
playing talent and thus lead to higher (lower) player salaries and higher (lower) transfer
expenses [49].

Anecdotal evidence seems to confirm our assumption that clubs react swiftly with
a reduction in player salaries to an exogenous shock such as the insolvency of the Kirch
group in 2002 that triggered a significant revenue decline for the German Bundesliga
clubs [50]. After the Kirch group went insolvent in 2002, the 36 first- and second-division
teams in the German Bundesliga received approximately €270 million less in TV revenues
than expected in the three seasons from 2001–2002 to 2003–2004. Clubs reacted swiftly to
this reduction in revenues because average player salaries per club went down from €28.7
million in 2001–2002 to less than €26 million in 2004–2005 [50].

Based on the above assumption and the regression coefficients from our empirical
model, we conclude that a drop in total revenue of 10% will lead to a decrease in player
salaries of 7.28% (based on Model 1) and a loss of player market values of 9.55% (based on
Model 3). In addition, a drop in total revenue of £1 results in a reduction in net transfer
expenses by 19.7 pence (based on Model 2).

Next, we illustrate the expected impact of COVID-19 on club revenues in the three
scenarios in Figure 1, which displays: (i) the pre-pandemic evolution of the different
revenue sources (black lines) from season 1992/1993 up to season 2018/2019 and (ii) the
expected impact of the COVID-19 pandemic on the different revenue sources for the three
coronavirus scenarios (coloured lines and small table).
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Figure 1. Revenues by source in the English Premier League and expected impact of COVID-19.

The figure shows that the football clubs of the English Premier League have experi-
enced strong positive growth in terms of broadcasting revenues (dashed line) and com-
mercial revenues (solid line), and more conservative growth in terms of match revenues
(dotted line) since the inaugural season 1992 until 2019.

The COVID-19 pandemic is the first shock at a bigger scale for this relatively young
league. We predict that the COVID-19 pandemic will have a negative impact on all three
revenue sources in all scenarios as shown in the small table of Figure 1. We expect match
revenues to experience the strongest decline. Here, our model predicts a reduction of
£18.5 M (best case), £25.9 M (medium case) up to £37.1 M (worst case). TV revenues are
expected to decrease by £7.8 M in all three scenarios, while commercial revenues might
drop between £8.0 M (best case) and £32.1 M (worst case).

Figure 1 also graphically illustrates the revenue drop in all three scenarios by the
coloured lines: red displays the worst-case scenario, orange the medium-case scenario,
and green the best-case scenario. The COVID-19-induced reductions in all three revenue
sources are clearly visible. Note that TV revenues are expected to drop similarly in all three
scenarios, so we only display the red line.

Based on the above calculations and the results from our regression models, we are
now able to calculate the COVID-19-induced impact on salaries, net transfer expenses, and
player market values for the forthcoming EPL season, 2020/2021. The results are presented
in Figure 2, which displays: (i) the pre-pandemic development of player salaries (solid line),
net transfer expenses (dotted line), and player market values (dashed line) for the seasons
1992/1993 up to 2018/2019 and (ii) the expected impact of the COVID-19 pandemic on the
different variables for the three coronavirus scenarios (coloured lines and small table).
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Figure 2. Player salaries, net transfer expenses, and player market values in the English Premier League and expected impact of
COVID-19.

The figure shows that player salaries and player market values have experienced a
strong positive growth until 2019, while net transfer expenses have been relatively stable
until 2013 and then accelerated their growth rate until 2019.

Our model predicts a significant drop in all three variables (compare small table and
coloured lines): player market values are expected to experience the largest drop: −26.7%
in the worst case (red line), −17.2% in the medium case (orange line), and −12.4% in the
best case (green line) scenario. Net transfer expenses and player salaries follow a similar
pattern. Remember that the impact on net transfer expenses is calculated in absolute values
since we cannot use logs to estimate the model.

Moreover, as derived in Section 4.1, we expect the reduction in player salaries to be
stronger for the Big 6 clubs compared to the other 14 teams. The opposite is true for net
transfer expenses. Here, we expect a larger drop for the other 14 teams compared to the
Big 6 clubs.

Finally, we examine the development of player salaries as a percentage of club rev-
enues to demonstrate how the COVID-19 pandemic affects this relationship. Figure 3 plots
the wage/revenue ratio (solid line) for the season 1992/1993 up to 2018/2019. The coloured
lines illustrate the different coronavirus scenarios: red displays the worst-case scenario,
orange the medium-case scenario, and green the best-case scenario.
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Figure 3. Wage/revenue ratio in the English Premier League and expected impact of COVID-19.

The figure shows that the wage/revenue ratio oscillates considerably over time before
the COVID-19 outbreak: the ratio reaches its minimum of 0.46 in the season 1994/1995 and
its maximum of 0.69 in the season 2012/2013. Our model predicts that total club revenues
are expected to drop more than player salaries due to the COVID-19 pandemic in all three
scenarios. As a consequence, the wage/revenue ratio is expected to increase in all three
scenarios as shown by the red, orange, and green lines.

To check the robustness of our prediction model, we estimated our main models (the
results of which are displayed in Tables 3–5) using a restricted dataset covering the seasons
1992/1993 to 2013/2014 only (our “testing period”). Using the coefficients obtained for the
testing period to predict player salaries, net spending, and player market values for the
seasons 2014/2015 to 2017/2019, we find that the difference between the predicted and the
observed values is very small in all three cases, suggesting that our prediction model does
a very good job. The results of the additional estimations are available from the authors
upon request.

5. Discussion

What is commonly referred to as the peculiarities of the sports industry describes a set
of characteristics that distinguishes the sports industry from conventional industries. These
peculiarities are as follows: (i) constant industry output, (ii) competitors are needed to
produce an output, (iii) a league is naturally a monopoly, and (iv) output quality increases
with the quality of the competitors [51,52].

Another point that distinguishes professional football from other industries is that
clubs have not been profitable for most of their history [53]. A total of 18 out of 20 football
clubs of the English Premier League published their financial accounts for the 2018/2019
season in March 2020, immediately before the COVID-19 outbreak. In defiance of having
achieved the 20th consecutive record revenue high in a row, 16 out of these 18 clubs posted
net income losses. While companies in most industries seek to maximise profits and
are thus able to build up financial reserves, European football is often considered a win-
maximisation industry, where additional revenue is used to acquire playing talent [2,3,25]
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to maintain competitiveness in the rat race of winning titles and avoiding relegation. In
football clubs, the by far largest part of their operating costs are player salaries, which
regularly account for between 60% and 72% of revenues in each of the five large European
football leagues [4], and account for between 70% and 80% of total operating costs in
the EPL.

Against this background, the COVID-19 pandemic has raised the question of whether
the football industry is based on a sustainable business model (e.g., [6–8]), or whether the
modus operandi needs to change to be sustainable and to prevent bankruptcies of clubs in
the event of external shocks such as the current COVID-19 pandemic.

Thus, one of the key contributions of our paper is to examine the relationship between
the different revenue sources and the main cost drivers of professional football clubs. In
particular, we show how changes in the different income sources of football clubs (TV
revenues, match revenues, and commercial revenues) affect player salaries, player market
values, and net transfer expenses. Our results suggest that TV revenues are by far the
most important source of income for player salaries and market values, followed by match
revenues and commercial revenues. Not surprisingly, each revenue source seems to have a
similar impact on net transfer expenses.

Based on our regression estimations, we estimate the expected impact on the three
revenue sources of EPL clubs and predict their impact on player salaries, market values,
and transfer expenses in three possible coronavirus scenarios. We conjecture that the
COVID-19-induced negative effects on EPL club revenues will translate into reductions in
team wage bills, squad market values, and net transfer expenses. In particular, we expect
total club revenues to decrease by 28% (worst case), 18% (medium case), and 13% (best
case) in the forthcoming EPL season, 2020/2021.

Match revenues will most likely suffer the most (in the worst-case scenario they will
be zero), while TV revenues are the least affected of the three revenue sources (only −5%).
Our empirical model suggests that player salaries, market values, and transfer expenses
will all decrease in the forthcoming season. The magnitude of the reduction depends on
the scenario and ranges from −20.4% to −9.5% for player salaries, from −26.7% to −12.4%
for player market values, and from £−14.1 M to £−6.4 M for transfer expenses. Thus, with
an average annual salary for an EPL player of approximately £4 M, this means a loss of
salary of £400,000 (best case) or £800,000 (worst case) per year. The traditionally negative
transfer balances of most English clubs, on the other hand, will fall from an average of
£74.1 M to £60.1 M (worst case) or £67.7 M (best case).

When splitting the sample into the Big 6 clubs and the remaining 14 teams, our model
predicts that player salaries will decline more in the Big 6 clubs than in the other 14 teams,
while the opposite is true for net transfer expenses. Player market values are expected to
decrease equally across all 20 clubs.

In sum, while the impact will be economically relevant for each of these variables
(player salaries, market values, and transfer expenses), their impact will remain rather
small from a historical perspective. Even in the worst-case scenario, team wage bills, squad
market values, and net transfer expenses only decline to the level in the 2017/2018 season.
Nevertheless, if the coronavirus pandemic is going to last for a longer period of time and
football clubs continue the current modus operandi, their business model is likely to fail,
and bankruptcies of clubs can be expected.

One might argue that already the committed “costs” in terms of player salaries written
down in long-term contracts prior to the coronavirus pandemic cannot be easily reduced
when club revenues decline as a consequence of the crisis. However, the average contract
length is approximately 2.3 years [54], which means that more than 40% of all player
contracts are renegotiated every year. This gives clubs ample possibility to lower their
wage bill, apart from the voluntary salary cuts that have happened due to the coronavirus
pandemic-induced reduction in club revenues [55].
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Thus, those clubs that have player contracts with longer contract durations, are less
flexible to renegotiate player salaries downwards in contracting markets, such as witnessed
in the current COVID-19 crises.

In contrast to the other Big 5 European football leagues, where most players agreed to
voluntary pay cuts, the majority of EPL players refused to accept any salary reductions
in light of COVID-19 [56]. With average remaining contract lengths between 1.5 years
(Crystal Palace) and 3.2 years (Tottenham Hotspur) [57], it is, however, only a matter of
time until lower player salaries will be observed across EPL teams too. Moreover, new
player contracts are likely to include clauses allowing clubs to cut wages in the case of
another pandemic or similar events leading to a lockout of fans.

The discussion of the pros and cons of salary caps, which are common practice in
North American Major League sports (e.g., [58,59]), have gained new momentum in light of
the financial consequences of COVID-19 for football clubs. For a long time, legal specialists
questioned whether salary caps are consistent with national and European anti-trust
regulations. However, recent expertise by the Scientific Services of the German Parliament
concludes that salary caps are compatible with national and European law if introduced
and monitored by UEFA [60].

According to media reports, UEFA is currently indeed assessing the possibility of
introducing salary caps on a European level [61]. Meanwhile, the English Football League
has been a first mover and introduced salary caps for English third- and fourth-tier football
in August 2020, with salary caps at £2.5 M and £1.5 M per annum, respectively [62].
However, an arbitration panel ruled in February 2021, that the cap must be withdrawn after
the Professional Footballers’ Association argued it was “unlawful and unenforceable” [63].

The question remains whether salary caps can prevent those clubs that are willing
to spend more than allowed, to do so in the absence of rigorous monitoring to detect and
sanction violations [64]. Monitoring the sources of players’ ancillary remuneration requires
far more effort than monitoring possible “creative accounting” by clubs violating UEFA’s
Financial Fairplay regulations.

6. Conclusions

All countries worldwide are affected by the coronavirus and most sports events have
been postponed or cancelled. The year 2020 was supposed to be an important sports
year, with major events such as the UEFA Euro 2020 and the Summer Olympics in Tokyo.
Both events have been postponed to 2021, causing significant financial as well as political
disturbances.

The economic consequences of the COVID-19 pandemic on the sports industry in
general, and on European football in particular, are still underexplored. Our paper sheds
light on the pandemic’s expected impact on professional football. Using data from the
English Premier League (EPL), we develop a regression model to achieve two objectives.
First, we examine the relationship between the different revenue sources (TV revenues,
match revenues, and commercial revenues) and the main cost drivers of professional
football clubs (player salaries and transfer expenses). Second, we seek to predict the likely
impact of a major market downturn such as the COVID-19 pandemic in the EPL.

Our study shows that salaries, transfer fees, and market values are linked to the level
of club revenues and adjust to emerging market conditions. However, market contractions
lead to short-term losses, as clubs cannot make fast expenditure adjustment due to longer-
term contracts and obligations and because they—driven by the rat race—do not build
up reserves under favourable market conditions. As a result, clubs are reliant on external
funding sources in unfavourable situations and the current model cannot be considered
self-sustainable. However, as football clubs are in many cases treated as Trophy Assets,
there might often be external funding possibilities.

Admittedly, our assumptions as well as the available data have influenced the results
presented above in a particular way. First, while the coefficient of determination between
club revenues on the one hand, and salaries (0.97), as well as market values (0.80), is high,
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club revenues explain only approximately 47% of the variation in net transfer expenses,
indicating the possible existence of other influencing factors. Future research with an
emphasis on complementing these factors would be beneficial. Second, apart from the
categorisation of clubs into the Big 6 and the other 14, a comparative classification of club
owner strategies would, in this respect, offer a good approach for further refining the
analysis because differences in owner strategies are likely to translate into differences in
spending behaviour—be it in wages or transfer fees. Third, because the future is inherently
uncertain, all predictions into the future need to cope with uncertainties [65,66] and may
already be outdated soon afterwards, as the most recent developments regarding the
European Super League as well as the reform of the UEFA Champions League drastically
show. The scenario analysis is a means of developing possible futures to deal with this
uncertainty [67]. The focus is thus not to look into the most likely development but to
consider different possible developments under key assumptions, i.e., ‘What happens
if . . . ’? [68]. We have thus specifically looked for each of the variables on how they could
develop in each of the three cases and deduce the consequences according to our model.
Our approach to predicting the revenue paths of EPL clubs post-COVID-19 may serve
critics to develop their own (more realistic?) perspective and to come up with figures that
are different from the ones that we have presented here.

However, the most recent developments clearly support our scenario approach. On
8 March 2021, the German Football Association reported that the match revenues of the
18 first division clubs had decreased by more than 30% and transfer expenses by 12% in
the season 2019/2020 compared to the season before. Thus, since approximately three-
quarters of that last season were still played in full stadiums, our best-case projections
for the EPL are virtually identical with what actually happened to match revenues and
transfer expenses in the Bundesliga in the last season already. This, in turn, suggests that
the product, as well as the labour market, reacts very quickly in the expected duration.

Future research may replicate this study with data from other leagues where club
financials are accessible, such as the French Ligue 1/2 or the English Championship. The
economic consequences and implications of the COVID-19 pandemic remain a fertile and
important line of inquiry for sport management scholars.
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