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ABSTRACT

The aim of the article is to highlight the theocati assumption that the relative
competitive disadvantage between markets with giffe maximum sizes can be
partially counteracted with strategic thinking abdsiness-like operations. The
research question presented in this article is érehere are any management tools
available for clubs which they can use to improkeirt business competitiveness
above and beyond the limitations of their maximumrket size. According to the
research hypothesis, there is such a tool avaiffaslelubs: the management and
operation of a football club in a well-organizeddahusiness-like manner. The
method of analysis is the so-called Grounded Thd@taser, & Strauss, 1967;
Locke, 2001), which is an abstract analytical schevith a systematic data analysis
process. The data collection incorporates deskarelse comparative analysis,
organizational review, and in-depth interviews. Thsults are presented according
to the following dimensions: a) relevance of theemrch question; b) specification
of groups of relevant management tools; c¢) the mflethe national football
association in the process of market developménthel role of the owners in this
process; and e) how the structure of the sectorisndperating processes can
guarantee the efficient utilization of all the mé&k resources which have been
plowed into the sector over the last four to fiveags. According to the conclusions,
the creation of an operating system and club mtidlallows for the utilization of
resources - maximized market revenues and govetamsources - in the most
effective way is an unavoidable challenge. The #&diom of the sustainable
operations of clubs is fundamentally influenceddiyb owners. An inspection of
the interaction between club owners, head coa@resplayers is a key task in the
process of creating a new club model.
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Introduction

The business model of European club football isrfally unsustainable. Despite the fact that
revenues are increasing for European football imegs, there are many football markets which are no
experiencing this phenomenon (UEFA, 2009, 201022@013). This imbalance among the markets of the
peer group has been increasing (Humphreys, 200Bravi& Zuercher, 2006; Owen et al., 2007). The €lub
of the small and medium markets have to compete alitof the teams of the top markets at an intésnal
level to earn a fixed amount of money. Howeverythee not competitive from a business and financial
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perspective as their own market resources areufiitisent to cover players’ wages when comparecvait
of the clubs of the top markets (UEFA, 2009, 20A[, 2, 2013).

Based on the review of the available literature imddistry data, the responsiveness and convergence
of small to medium markets are hindered not onlylibyited market size - the real obstacle to their
improvement is their failure to effectively (or lize to attempt to) (Kassay, 2012) assess their markets
(Kassay, 2013), to define challenging but achiexablrgets and develop appropriate strategies (assa
2011; Kassay, & Geéczi, 2014), and to implement appate strategies through business-like operations
(Kassay, & Géczi, 2015).

In order to analyze the above issues, we intermhtoy out a comprehensive study. The first part of
the planned research was recently finished. Itainat two phases: in the first phase, secondarycesu
were used for analysis; the second phase can hedexfjas a pilot study of the planned organizakiand
corporate governance review. This paper is basdtefindings of the latter. The theoretical backgrd of
our investigation and the methodological considenatwhich led to the choice of the methods usetthén
research are also presented in the paper.

Objectives

The purpose of this article is to present the tesafl a pilot project in Hungarian football whichd
the aim of verifying the validity of the planneddituby the teams of the first and second leaguée T
findings of the pilot study were collected withdepth interviews with club owners and chief exaadi
from the Hungarian second league. The authorsdni@provide answers to the following research tjoes
Are there any management tools available for clulbsch they can use to improve their business
competitiveness above and beyond the limitationtheir maximum market size? It is assumed thatether
is indeed a tool available for clubs: the managdraad operation of a football club in a well-orgesd and
business-like manner.

Defining the major terms

Since the terms used in our paper might be appligd different meanings, we think it would
be effective to clarify in which sense they aredulere.

1. Competitive balance in sport#he unpredictability of results during a definetiod of competition/
league play (UEFA, 2009, p. 40).

2. Business competitiveneshe measurement of the success of a businesg #lentwo dimensions
of the maintenance or increase of its market shiaddts financial results (Chikan, & Czakd, 2008).

3. Sustainability a complex strategic approach integrating econpsdaicial, and environmental aspects
by management through long-term value generatiopplging the required resources (BSCDH,
2012).

4. Axioms:“Money scores goals, but goals are not profitgbi€here is a strong correlation between
high net transfer balance and success on the”fi€lthere is no correlation between economic
performance and on-field performaricattps://www.atkearney.com, 2010, pp. 4-5).

5. Closed systenall factors of competition are generated in the ésie market (league) and affect
local conditions.

6. Dual interpretation of competitionthe service offering of professional sports is generated
without competitors. Competitors compete on thedfidhowever, they cooperate off the field
in order to support the sustainability of competiti
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Theoretical foundation

During the theoretical foundation of the researsle, assessed the factors of competition from
an integrative approach and assessed the smalinadiim market clubs’ chances of competing through
a conceptual framework.

The theoretical foundation of the reseasasesses the factors of competition (Porter, 2008) from
anintegrative approach (Figure 1) and assesses the small and medium tredhes’ chances of competing
through a conceptual framework (Figure 2).

Based on an assessment of the competition fadtagaré 1), each market is examined as a closed
system in the following respects: the market of petition and its size; the nature of competitiord an
cooperation; and the competitive balance betwegimemn number of clubs (1). New entrants are reprtese
by new owners of a club or existing owners who erachange in their management approach. These
potential changes may reshape the competitivetateiof a championship in a relatively short tir@g (

2. Club owner(s)

Vision mission
& ‘
goals, strategy'§

Organization &
corporate
governance

Benchmiark size
) Present

4, Suppliers market ” 3. Buyers
gize

1. Thdustry competjtory

Rivalry among
existmg firms

5. Substitutes

Figure 1. Factors of competition and their sersitiorders from an integrative approach
Source: own study based on Porter’'s Five Forcemé&nark.

The club owners’ interpretation of success andittks between sports results and revenue generation
(relations of service provider - buyers - markesipjon) primarily affect the organizational structuand
operations of a club (4). The club owners’ approticlachieving sports results (club - players - tpoi-
market competition) shapes the vision of the clud laow the competitive strategy is implemented (3).

The conceptual framework - the other aspect ofieeretical foundation - provides input regarding
the interpretation of the issues of competitiversass financial sustainability, as well as the depatent of
responses to challenges facing small and mediurkatza(Table 1). Although the majority of the Eurape
first-tier clubs are rivals and do business in thedium, small, and micro markets, their weighted
(or average) revenue share is much less than thited European club counterparts. If they want to
challenge top or large clubs on and off the pitobby need to earn more money - but how?

Table 1. Distribution of income by markets and kdeavn of revenue by type

Distribution of income by markets Breakdown of rexenue by type
Broad-casting Sponsorship Gate receipts = CommercialMarket shares Club shares
Top 88.1% 61.5% 70.4% 35.0% 68.5% 13.4%
Large 11.3% 32.5% 27.6% 51.6% 27.1% 31.0%
Medium 0.5% 4.7% 1.7% 10.1% 3.5% 21.5%
Small 0.1% 1.1% 0.3% 2.6% 0.8% 19.9%
Micro 0.0% 0.2% 0.1% 0.7% 0.2% 14.2%

Source: own study based on UEFA, 2009.
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The analysis is structured as follows: domesticketar (closed system); international comparison
(player transfers and business competitivenessd)paportunities in and limitations to entering imiational
competitions (Champions League, Europa Leaguel(€ig).

International club competition d.)

1
Domestic champiofishiph. )

--—-—?-‘.--—
S’

b)) 1 ' Club
Domestic champronslu

P‘ Club Club

Club

Figure 2. Factors Football clubs’ competition aathpetitive balance circle
Source: own study.

We assess the factors of competition that can fhgeimced by the club and the association of clubs
(leagues) directly. These factors are interpretathinv the framework of country conditions and as
contributors to the exploitation of current oppoities and the generation of new ones (closed ystéhe
competitiveness of clubs (a) in a given champignstdds up to the competitive balance and maximized
market potential of the championship (b).

The competitiveness of championships (c) desentEnten due to the intensively globalized
competition for players. Clubs in top competitivasjtions in each championship face differing chanafe
entering international markets (d) apart from opymities provided by European governing rules. Bhos
able to generate prize income in international dompetitions (through existing competitivenessha
player market) may develop a competitive advantadbeir domestic championship beyond the limitasio
of the local market (e). The existing balance ahpetition may shrink to a lower level as a consegee

Methods

The method of analysis is the Grounded Theory @Ja% Strauss, 1967; Locke, 2001), which is an
abstract analytical schema with a systematic datdysis process; its data collection incorporateskd
research, comparative analysis, organizationaévevand in-depth interviews.

The Grounded Theory method allowed each firsteleampionship to be analyzed independently as
closed systems. In the first phase of the first phthe research, secondary sources were useghfdysis.
Desk research data collection supported the palenbnsumer market size estimation of clubs and
championships, as well as benchmark informatiorcémparative assessment. A professional estimate wa
used to define the potential consumer market ifetubs and their championships, as well as th&ing
of competitiveness resulting from the comparatigseasment of benchmark leagues. We assessed the
competitiveness ranking of the examined champigsshigainst benchmark leagues, as well as teams’
chances of entering international competitions (@hians League, Europa League) based on calculated
competitiveness scores. The same approach wagaiasdess the competitiveness of clubs in givagules
their competitiveness ranking, and the balanceofpetition in different leagues.
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The organizational and corporate governance rewa® based on pre-defined analytical aspects and
examined through the use of structured intervievth wperating executives of clubs according to tike
pillars of the theoretical foundation of the resbarin considering the nature of the Grounded Theor
method, it was necessary to clarify the scope efatganizational and corporate governance reviaitan
measure its relevance - through in-depth interviesitis seven representatives and experts - befareutixg
it. The panel members with whom we conducted therwews (which were part of the pre-test phasthef
review) were representatives and professionalsdrséctor and the governing body in Hungary (srsqres
in total) (Peeters, & Szymanski, 2012). The findingf the pilot study were collected through in-thept
interviews with these representatives and througtita and interviews with club owners and chief
executives from the Hungarian second leagues (ffeesons in total).

Due to the systematic nature of data collection amalysis, the analysis will be carried out on the
clubs themselves (Hungarian First and Second Téegssess the question of how they compare with eac
other and benchmark clubs.

Results and discussion

The findings of our research show that the inteveies confirmed the relevance of the research
question and supplemented it further by mentiortimg role of the national football association ir th
development of their market, which is primarily éd®n public funding.

In their opinion, there are management tools albhEl@o clubs which they can use to improve their
business competitiveness, regardless of theiralubarket size (small or medium markets).

According to the results, the interviewees agraetheee types of relevant management tool groups:

1. The mission and vision of the club created by tlvaer and the view of the role of ownership and its
relationship with public funding;

2. The interdependence of strategies for sports amihéss and the establishment of a long-term
planning method; and

3. The club owner’s view of the concept of club operaand the relationship between the club and its
host community.

An additional finding from the in-depth interviewgith representatives and experts was that it is
important to assess the role of the national fdb#ssociation in the market development processhes
process is primarily based on public funding in tase of small and/ or medium markets, althouglorall
most of the clubs operate like business organiaatio

The opinion of the interviewees about the sportsinmss competitiveness of the Hungarian first-tier
championship’s clubs is based on the interviewesa benchmarks or expert estimations (e.g., GDP,
number of inhabitants, the power of the benchmaadglies, average level of stadium capacity utibmati
The results of the interviewees’ benchmarks arerjmeted by an operating cash flow appréathe clubs’
direct and indirect market revenues - from cust@nsponsors, and central incomes from sponsors and
broadcasters - can be calculated, establishingriii@mum amount of money available to be spent on
players’ wages. According to the benchmarks, tragbts of the clubs in the Hungarian first-tier dioh are
lower than those of their international competittmsdgets. This fact may ultimately influence tlesuwlts of
the matches.

The owners of the clubs in the Hungarian first-tiivision are the sector's weak points; it is
a fundamental issue as to whether they are rel@biers with enough money to spend on their cllibsy
or their managing directors should be aware offéioe that it is impossible to run a profitable cgien
based on their present internal and external chijpedialthough the macro environment is very sarfipe.

'Operating cash flow approach = income and expensasred from the core business of the clubs.
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Over the past four or five years, significant amsusf money have been poured into the Hungarian
football sector. However, its structure and operatprocesses are not able to guarantee the cossciou
workmanlike, and efficient utilization of these maal resources by the stakeholders. All the ingvees
agreed that the national governing body’s involvetria the reorganization of Hungarian football dwe t
club level is indispensable. The interviewees shiesview that it is necessary to create and iniced
business and operating models for the clubs. Thegkels should be built up along common strategaigyo
taking into account the demands of the governirdyldmancing the reorganization.

Conclusion

The creation of an operating system and club mdus allows for the utilization of resources -
maximized market revenues and governmental sourdesthe most effective way is an unavoidable
challenge (Csaki et al., 2014; Vincze et al., 2008)

The formation of the sustainable operation of clisifsindamentally influenced by club owners. Their
mission and vision, shareholder engagement, argpeetive regarding of state resources are dedisithés
process.

The inspection of the interaction between club awnkead coaches, and players is a key task in the
process of creating a new club model. A compang-bkeration is influenced by the owners’ approach t
the structure of the squad and their funding amdddition, by their approach to the duality ofitrdubs’
objectives in both sports and business.

The approach of club owners to the links betweanpamy-like operations and the host community
and fans of a club is decisive in assessing theesperspective regarding to public funds.

The structure and content of the planned audhénsecond part of the research project will be sthap
in light of the results from the interviews withpexts and representatives as explained above.ré&Visw
covers the following questions:

1. Does the club strive toward its long-term goals2®ib operate in a formal structure? Is its openati
based on formal work rules?

2. Are the organization’s management processes am&rige these processes complement each other?
3. Does the club have an established human resourmeag@ament concept? Does the club consciously
use human resource management tools? In ordesttthte validity of the review before using it in
domestic and international markets, it is necestagheck the validity of the questionnaire used in

the research this questionnaire’s validity.
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