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The Logical Possibility For a Diverse Revenue Source: Abstract
The English Premier League big four
and Their Foreign Fans

Abstract

Football otherwise known as soccer (in America) has become much more than just a
game to those that follow the game. It has become so much as the way of life for these
followers that it is arguably one of cult status because of its strong enduring appeal and
elevation to worship by those who follow the game. The English Premier League EPL
has made the game even more popular with an estimated half a billion followers from
over 200 countries, thus been tagged "The Greatest Show on Earth™. With a followership
of such magnitude (and one with a potential of increase growth), there is need to look at
if foreign football fans are the future and key to really bigger money for these club. The
analysis result of the thesis will give to those concerned, a better perspective of the issues
in questions, a future outlook and how plans can be affected to address them.
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CHAPTER 1:

Introduction

Watching football is like watching pornography. There's
plenty of action, and | can't take my eyes off it, but when
it's over, | wonder why the hell | spent an afternoon doing
it.

- Luke Salisbury
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1.1 Background

Football otherwise known as soccer in America has become much more than just a game
to its followers. It has become so much as the way of life for these followers that it is one
of cult status because of its strong enduring appeal and elevation to worship by those who
follow the game. Ask many football fans and they will tell you that the game of football
is their only religion. Truth be told, if football were actually a religion, it will arguably
beat Christianity to a distance second place (Johnson, 2001). Just as what make a religion
tick is its followers, so has football evolved because of the passion of its fans. Since the
game was first played in Britain in the mid 19th century, its followership has grown so
large that over three-quarter of the world’s population follow the game. Little wonder it is
called “the world game" or "the beautiful game"(Dunning, 1999; Hall, 2009).

The same passion or “faithful commitment™ that “worshippers” of the game have had for
football as a whole is what many have transferred to the English Premiership League EPL
nay its elite teams. These football clubs like every other business operating in the same
turf with different competitors require the constant inflow of revenue and proper marke-
tability to remain in business. This thesis is aimed at highlighting the feasibility and pos-
sibility of these clubs in the same way like other businesses making use of their strategic
advantage and strength to generate larger income through diversification which will help
lower the clubs reliance on revenue generated in The UK market.

1.2 The English Premier League

One football league that is capable of being argued plausibly as the most followed of all
football leagues in the world is the English Premiership League EPL (Campbell, 2002).
Since its inception on 20 February 1992, it has succeeded in attracting the very best play-
ers from every part of the world and as a result, has also won more viewership and fans
on a weekly basis from every corner of the globe. Television (and to a large extent the
internet) has played a major role in the history of the Premier League. The money from
television rights has been vital in helping to create excellence both on and off the field.
Promoted as "The Greatest Show On Earth", the Premier League is the world's most pop-
ular and most watched sporting league, followed worldwide by over half a billion people
in 202 countries (Wilson, 2007)

The 1980s saw a nadir in English football. Facilities at various stadiums were decaying
and hooliganism was at its highest. English teams were not allowed to participate in Eu-
ropean competitions following the death of 39 fans at Heysel Stadium in Belgium ahead
of Liverpool's European Cup Final against Juventus in 1985 (premierleague.com, 2011).
The Hillsborough disaster and the Taylor report that came thereafter made matters worse.
96 fans lost their lives and over 150 were injured - crushed during the FA Cup semi-final
between yet again...Liverpool and Nottingham Forest. A wholesome overhaul in the way
football grounds were run and structured was recommended by Lord Justice Taylor’s re-
port — thus leading to the introduction of all-seater stadia that still applies till date (HM
Courts Service, 2006; premierleague.com, 2011).
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At the end of the 1991 season, a proposal for the creation of a new league was submitted
that would bring more money into the game overall. The Founder Members Agreement,
signed on 17 July 1991 by the elite clubs, established the fundamental principles for
creating the FA Premier League (HM Courts Service, 2006). The newly formed top divi-
sion would have commercial independence from the Football Association and the Foot-
ball League, giving the FA Premier League freedom to negotiate its own broadcast and
sponsorship agreements. The argument tabled at the time was that the extra income
would allow English clubs to compete with teams across Europe (Premier League, 2010).
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Figure 1. Forecasted revenue generation from television rights for 2001 - 2013 football season(s)

Over time, probably as a result of their financial clout and pre-EPL history, there has
emerged “the big four” in the league (BBC Sport, 2008). From the 1996-97 season on-
wards, the "Big Four" Arsenal, Chelsea, Liverpool and Manchester United) have domi-
nated the top four spots, thus a place in the very lucrative UEFA Champions League with
such success culminating into an ever increasing fan base for these teams. A greater per-
centage of the fan base is, unlike the pre-EPL era when most of the fans of these teams
were residents of cities where these teams are situated, now outside the United Kingdom
especially in Africa, Asia and North America.

1.3 Motivation of the Study

The typical football fan in the UK may believe that the average English football club has
outgrown its role as local community centers that form part of the local and civic pride
but sport as a whole in today’s world has become big business. According to Orion As-
sante (2008), English football clubs may seem to have forgotten their role as places for
hope and ambition, places to dream, places to promote community bonding, places for
the working class to let off steam every week, to release the stresses and tensions built up
working hard for little money but the reality is that things have changed. The average
football club in England is now run as a business enterprise.

Since the advent of the English Premier League EPL, the League has grossed the highest
revenue of any football league in the world, with total club revenues of €2.326 billion in
2008-09 (The Observer, 2010). It is fair to state that despite this huge revenue generated
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by the league, it is an astonishing fact that there has not been a single year since its foun-
dation when the combined Premier League clubs have made a collective pre-tax profit
(Waltersa, 2010). For some clubs owners, these Premier League clubs represent ‘trophy
assets’ with the potential to deliver a long term return but which at best break even an-
nually, rather than a cash cow delivering an ongoing ‘dividend’ (Dan Jones, 2009). The
non-profitability can also be as a result of the fact that the owners are more concerned
with the strong brand appeal that these clubs possess and as such used as public relation
tool for their other business interest.

In addition, other reasons can be attributed for the poor pre-tax profit. It can also be un-
derstood that owners of these clubs as with typical firms have different objectives to “sa-
tisfice” which translates to reasons why at the moment, the clubs are not profitable. This
include economic to non-economic objectives, which ranges from their desire to have
low costs, increase shareholder value and market share in the long run, increase revenues,
get a social function, increase the size of the club (in terms of infrastructure, personnel
etc) or even down to outright mismanagement of the part of the clubs’ management as
evident with clubs like Leeds United, QPR FC and Portsmouth FC that recently went into
administration.

According to a research carried out by the Target Group Index, only 38% of adults in the
UK ‘follow football’ (Robinson, 2010). Football fans, (those with affective ties to the
game, and especially to specific clubs) it turns out, constitute a minority (Giulianotti,
2002). Despite the huge fan base these clubs command, the revenue derived from each
fan (customer) by the big four clubs if compared to the revenue per customer of some
business like Apple is way too low (Szymanski, 2010). With the amount of money
needed to remain competitive especially alongside the best in Europe and at the same
time manage their crushing debt profile, there is need for these clubs to fashion out a way
of increasing their revenue especially from untapped areas. In doing so, these clubs must
identify their target.

As already stated, there were times when the financially committed fans of football clubs
were those that reside in the vicinity of the club. If the local fans are complaining of been
exploited and the revenue generated from them is not enough to match the competitive-
ness of these clubs with others in Europe, there is need to look into alternative channels
of revenue. Thus, as a result of the worldwide appeal of the game and the English league,
it is only necessary to research if foreign fans are the future and the key to really big
money for the EPL in general and the big four in particular.

In other words, whatever the primary goal of these clubs as firms may be, revenue is con-
tinually needed to meet their main objective especially from diverse sources. With the
local fans of these clubs across the UK lamenting the growing cost (financial, emotional
and psychological) involved in supporting the EPL big four, it has become imperative to
for these clubs to seek other ways of revenue generation.
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1.4 Research Problems

There is no doubt that since the inception of the new format of the EPL in the early
1990s, the love for the game and followership for the teams as a whole has significantly
increased. Week in, week out, no matter the weather condition, hundreds of thousands of
football followers adorn their favorite team replicas as a sign of strong connection to such
team. They braze the long distance to throw their weight behind these teams where they
play in the UK. The emotional connection between football fans and their club delivers
exceptional levels of customer dedication. But for the past decade or so, it seems doing so
as a local supporter of either of the premiership big four teams has become more and
more expensive for the local fans.

No doubt the average fan’s hunger for the game is increasing everyday and satisfying this
hunger involves many individuals choosing to cut their expenditure in other areas to re-
tain their all important season ticket fix. On one hand with the average regular fan of the
EPL big four teams forking out £1,331 supporting their side in 2007 (Virgin money,
2008) and on the other hand bearing in mind the working of the law of demand and
supply, it would be interesting to investigate if the future of the most supported teams in
the EPL lie outside The UK.

Secondly, the combined figure for the number of staunch worldwide followers of these
clubs is estimated to be about 400 million. From the posh estates in Los Angeles to the
slums in Soweto, there is one thing that all the inhabitants of these areas have in common.
That is their undying passion for the game and for their beloveth football team(s) in Eng-
land. If the groaning of the average fan in the UK under the guise of enormous expenses
associated with remaining as a customer of Arsenal, Chelsea FC, Liverpool FC or Man-
chester United is to be believed, then there may be need for these clubs to look elsewhere
for the future generation of revenue.

With the financial fair play rule been introduced by the European football governing
body, the crushing weight of debt on these clubs, the need to attract the very best person-
nel in the business to remain very competitive both in the league and in European cham-
pionships, increase capacity of home stadia and maintain the other structures like the
youth academies, There is need for the EPL big four to diversify their focus on the next
way to remain afloat and competitive. With the love of these clubs soaring outside the
UK as well as these clubs been reputable world brands, there is the need to also investi-
gate if the average foreign fan is these clubs’ next/future meal ticket.

1.5 Research Questions
With the motivation for writing this thesis already described above, the following re-
search question was asked to gain insight into the study.

= [sinvesting in capturing and winning the foreign market a good strategic
market move for "the big four"? Are the foreign football fans to these clubs
the future and key to really bigger revenue generation and profitability?
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1.6 Who will Benefit From This Investigation?

This is a relevant topic because, as earlier stated, the league is one that concerns a large
percentage of the world’s population. The topic cuts across age, race, gender and status. It
IS no longer news that the business world is still trying to come out of a recession and
while these clubs are drowning in massive debt and are looking for new ways to increase
their income, the average fan as a customer needs to know if he is been exploited (or not)
or getting full value for the money expended on supporting his club. As a result, (and as
already stated), one will not be wrong to state that over half a billion people will be inter-
ested in this topic and since they are one way or another actively involved with the EPL,
this topic is significant to them in today’s practice.

1.7 In What Sense will my Contribution Add to
What is Already Known?

With a followership of such magnitude and one with a potential of increase growth, there
is need to look into the influence of the league on the fans and vice versa as regards the
financial and entertainment aspect. The analysis result of the thesis will give to those
concerned, a better perspective of the issues in questions, a future outlook and how plans
can be affected to address them.

1.8 Research Methodology Employed

In the quest to answer my research questions, | made use of a combined methodology.
The intention was to combine a quantitative preliminary study with a qualitative main
study to yield a research project that would best help to answer the questions. Data were
collected from various secondary sources likes expert commentaries and secondary
sources like articles from journals, newspapers and library sources of the clubs in ques-
tion ad then they were examined, sorted, coded and categorized according to themes and
then analyzed using tables, graphs, images and further discussions. On a defined level, |
used recursive abstraction, where the data were summarized; those summaries were then
further summarized, and so on. The end result was a more compact summary that ordi-
narily would have been herculean to correctly recognized and understood without the
preceding steps of distillation.

1.9 Structure of the Thesis

This thesis has been sub-divided into five chapters as shown in the figure below. Chapter
one (Introduction) deals with the study background, motivation and objectives. While
chapter three is used to review the critical points of current knowledge and reviews
theories concerning the EPL as it relates to the subject at hand, chapter two
(Methodology) describes research methodology, how the study on the topic was
conducted, its motivation and an explanation of the methods used. The former (chapter
three) is characterized by a logical flow of ideas, comprehensive view of previous
research on the topic as well as a synthesis to a useful analytic tool for my investigation.
The main aim of the chapter is to keep the reader abreast with up-to-date literature on the
topic and form the basis for another goal-future research that may be needed in the area.
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Chapter four (Conceptual Framework II) aims to discuss relevant conceptual frameworks
on revenue models.

Chapter 1: Introduction, overview and subject

Chapter 2: Methodology

Chapter 3: Literature Review: Conceptual framework |

Chapter 4: Revenue Models: Conceptual Framework Il

Chapter 5: Analysis

Chapter 6: Conclusion and Recommendations

Chapter 7: References

R R R P

TUU UL

Figure 2. Chapters of the thesis

Chapter five (Analysis and Result) gives a presentation of the results from my gathered
information relevant to the investigation and analytic tool used for an in depth discussion
of the empirical findings. Chapter six — Summary & Conclusion discusses the findings of
the research in relation to the theories present in previous chapters in chapter three and
four. It will present warranted conclusions from the evidence highlighted in my analysis.
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CHAPTER 2:

Methodology

“It is common sense to take a method and try it. If it fails,
admit it frankly and try another. But above all, try

something.”
- Franklin D. Roosevelt (32nd President of the United

States)
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Having established the research question to research on, | decided to make use of a com-
bined methodology. This was used because | wanted to combine a quantitative prelimi-
nary study with a qualitative main study to yield a research project that would best help to
answer the questions (Brannen, 1992). According to Cassell and Symon, (1994), qualita-
tive research on its own is employed when researchers seek to comprehend the frame of
reference or background of the research matter in terms of how and the reason why it oc-
curs as well as when the research phenomena is emergent rather than prefigured. Qualita-
tive method provides the flexibility to performing data collection, analysis, and interpre-
tation and descriptive capability to work with the data. A good number of this research
method requires researchers to painstakingly code data, recognize, understand and docu-
ment themes consistently and reliably.

On the other hand, quantitative research refers to the systematic empirical analysis of
quantitative properties and phenomena and their relationships with process of measure-
ment is principal because it provides the main connection between empirical observation
and mathematical expression of quantitative relationships. It has the advantage of clearly
and precisely specifying both the independent and the dependent variables under investi-
gation as well as eliminating or minimizing subjectivity of judgment (Balsley, 1970).

With both qualitative and quantitative features present in this study and as a result of the
fact that | used a variety of data sources, including quantitative data, review of records,
observation and surveys, a blend of both quantitative and qualitative research methods
(especially with the merits that both provide) seemed appropriate.

2.1.1 Sampling and Sampling Technique

| chose to make use of secondary data for this thesis because analysis of secondary data
saves time that would that would have been expended on collecting own data (especially
quantitative data) and it provides larger and higher-quality pool and databases. Also, the
use of secondary data for this thesis becomes vital since a major part of this thesis in-
volves looking at past development of the football clubs and their fans, it would not be
feasible to carry out a new survey that can sufficiently capture past change and/or devel-
opments. Thus, | made a selection of various credible sources where to collect data nec-
essary for this research and because of their very insight knowledge of these clubs and
general football matters in relation to finance, the following sources were chosen

- BBC sports - football (www.bbc.co.uk)

- Union of European Football Associations UEFA (www.uefa.com)

- The official websites and magazines/newsletters of the four clubs
www.arsenal.com; www.chelseafc.com; www.manutd.com; www.liverpoolfc.tv

- Deloitte’s Football Money League publications (www.deloitte.com)

- Sport+Markt’s European Football Merchandising Report (www.pr-marketing.org)

- Football columns of The Guardian newspaper www.guardian.co.uk

- Football columns of The Independent newspaper and www.independent.co.uk

- Football columns of The London Evening Standard newspaper and
www.thisislondon.co.uk

- www.uk.virginmoney.com
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- Commentaries by the commentators and color commentators from live matches
involving any of the teams.

| made a search for past information relating to the theme from the above sources and
right from the time the decision was made to carry out a research on this topic, | made a
Really Simple Syndication RSS® subscription for web feeds on all the electronic sources
listed above. The merit of this approach was that RSS allowed me to avoid manually vis-
iting all of these electronic sources, but instead all new content with related subject mat-
ter to this research (a result of a filter I had put in during the RSS definition) is automati-
cally sent to me via a desktop platform I installed on my computer when it becomes
available. Information were also gathered from newspaper clippings of The Independent
and The London Evening Standard newspapers.

My purpose for using this process of data collection was that | found it to be simple, fast,
inexpensive and effective. It helped to achieve the objective of the thesis with already
founded and tested information that are readily available. The process for me was basi-
cally collecting information from materials that | considered interesting and useful for the
purpose of the research and then categorizing and discarding those I think are not so im-
portant or useful.

The kind of data to gather, sort and categorize were done with the help of various themes
in mind. The themes include

- General knowledge of football clubs’ financial activities

- Clubs’ strategic market planning and competitive advantage
- Exploration of the football clubs fanbase

- Fans’ financial and other commitments to the football clubs

All the data from the electron sources with similar theme were sorted in tabular form with
the use of Microsoft excel, then grouped and placed in same folder on my computer while
| clipped together any newspaper clippings that had similar theme indicated by the color
highlight I had made on such newspaper prints.

2.1.2 Data Analysis
In a research of this nature, data analysis is an on-going process, taking place throughout
the data collection process. As | came across more data on the subject matter, | reflected
upon the emerging themes, adapting and changing the methods where and when | deemed
necessary. Analyzing data is about appraising, categorizing, tabulating and suggesting the
empirical proofs to address the initial propositions of the study while at the same time
ensuring that the basic information therein is not lost (Yin, 2003).

The method | used to analyze the many data gathered was recursive abstraction, where
the data were summarized; those summaries were then further summarized, and so on.

¥ RSS is a family of web feed formats used to publish frequently updated works in a standardized format.
These work may includes blog entries, news headlines, audio, and video (Lippy, 1999)

Esebamen, Xerviar Omeime
MBA Thesis (March 2010)




The Logical Possibility For a Diverse Revenue Source: CHAPTER 2: Methodology
The English Premier League big four
and Their Foreign Fans

The end result was a more compact summary that ordinarily would have been cumber-
some to correctly recognized and understood without the preceding steps of distillation.
In order words, | repeated the distillation of the collected data and information by ‘sum-
marizing summaries’ to help to create compact summaries of the contained information
that gives priority to the fundamental messages of the data.

At every stage during the analysis, | made use of selective coding/codes on my data*
These came in the form of using highlight markers (on the newspaper clips and electronic
documents) to mark important points/lines with short notes beside such highlights to act
as my codes. At the basic level, it gave me the ability to quickly recover and collect to-
gether all the text and other data that have been associated with some thematic idea so
that they can be examined together and different cases can be compared in that respect.
The codes are normally a word or short phrase | used to indicate how the associated data
segments inform the research objectives. | also for the benefit of speed and efficiency
made use of some simple computer program for the coding. These programs did not sup-
plant the construed element of coding but rather the purpose was to improve my effi-
ciency at data storage and retrieval. Coding the data on another hand helped to group the
information gathered in identifying the main themes with respect to the aforementioned
enquiries as earlier described as well as helping in finding the driver that prompts the
story forward.

The final (refined) data especially the quantitative data were then put in tabulated and
graphical/charts formats. The tables and graphs were drawn using a simple spreadsheet
apparatus like Microsoft Excel because they provided a powerful way to summarize my
data. As well known, graphs and tables are very efficient method of communicating nu-
merical information, and as a result, | figured it will be a better way for the reader of this
research to understand and retain information that was presented in graphs more than the
same information written as a prose. They also provided the flexibility of showing and
comparing changes and displaying the relationship between numbers or amounts. Analy-
ses were also presented in other descriptive statistical format e.g. percentages and discur-
sion and interpretations were then made.

As they say “A picture is worth a thousand words”. | also analyzed some part of the data
using pictorial presentation because this in some way appeal to more than one sense and
just like the use of graphs, it presents an easy understanding of the data. Using visualisa-
tion (pictures and images) helped conveyed complex idea with just single still pictures
thereby making it feasible to absorb large amounts of data quickly from the perspective
of the reader.

2.1.3 Source Criticism

4 Coding is an interpretive method that not only organizes the data but also provides a medium to introduce
the interpretations of it into certain quantitative methods. It is the identification of passages of text (or even
images) and applying labels to them that indicate they are examples of some thematic idea.

Selective coding is carried out after having found the main variable or what is thought to be the primary,
the tentative core. The tentative core is always considered as never wrong. It just more or less fits with the
data.
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To add additional confidence to the data collected | deemed it necessary to do source
criticism were because the closer a source is to the event which it purports to describe the
more one can trust the veracity of the information gathered from it. Similarly, if a number
of independent sources contain the same message, the credibility of the message is
strongly increased. So in order to validate the source of my data they needed to be criti-
cized using a number of inquiries as prescribed by Garraghan (1946). These sets of in-
quiries together referred to as external criticism are higher, lower and internal criticism.
For the higher criticism, it was important for me to know how old are the sources on the
subjects | am investigating and when they were written (produced date), which locations
they were produced (localization), who the authors of the sources are and on which foun-
dation or pre-existing material they were produced as well as the evidential value of the
source(s) contents

2.1.4 Conclusion
A pictorial representation (flowchart) of a summarized methodological step-by-step
process used in this research is shown below

Collect qualitative data Collect quantitative data

S

Source Criticism _F_a|I_> Discard

lPass

Recursive
Abstraction

l

Sort, categorize and
code data

Data Analysis

l

Conclusion

Figure 3 A flowchart of the methodological process used in the research
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CHAPTER 3:

Literature Review: Conceptual framework I

The tactical difference between association football and
Rugby with its varieties seems to be that in the former the
ball is the missile, in the latter men are the missiles.

- Alfred E. Crawley (Author of The Book of the Ball)
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Association football, commonly known as football or soccer, is a sport played between
two teams of eleven players with a spherical ball (Eric Dunning, 1993). Due to its popu-
larity as the most popular sport in the world, it has become known as “the beautiful
game” and is an industry worth over US$400 billion worldwide. 80% of this is generated
in Europe, though its popularity is growing in the United States. It has been estimated
that there were 22 million soccer players in the world in the early 1980s, and that number
has drastically increased (Mueller, 1995). Penders (2007, p. 25) stated that ‘‘everything
starts with the passion for football, but without the passion, everything is nothing’’. Devoted
individuals who follow the game are referred to as fans. They not only witness sport
events in person or through some form of media as spectators, but they have an abiding
interest in the sport, teams and/or players (Wann, Melnick, Russell, & Pease, 2001).

3.1 The English Premier League

Football as a game has even become more popular as a result of the followership of the
English Premier League-EPL (Wilson, 2007). The EPL (officially known at the moment
as The Barclays premier League) is the professional league for association football clubs
at the top level (Campbell, 2002). The competition formed as the FA Premier League on
20 February 1992 following the decision of clubs in the Football League First Division to
break away from The Football League originally founded in 1888, and take advantage of
a lucrative television rights deal. The EPL has since become the world's most watched
association football league (Campbell, 2002; The Observer, 2010) and the world's most
lucrative football league, with combined club revenues of £1.93 billion $3.15bn) in
2007-08 (Wilson, 2009). It is also ranked first in the UEFA coefficients of leagues based
on performances in European competitions over the last five years, ahead of Spain's La
Liga and Italy's Serie A (UEFA, 2009).

Since the formation of the EPL, only four clubs otherwise known as “the big four” (Man-
chester United, Arsenal FC, Chelsea FC and Liverpool FC) have predominately dominat-
ed the top four spots of the league. The benefits, especially increased revenue, are be-
lieved to have widened the gap between the ‘Big Four’ clubs and the rest of the EPL
(Norman Hubbard, 2007). Between the 1992/1993 season and the 2008/2009 season the
combined financial turnover of the big four and the other clubs in the EPL increased by
over 1000% from £170million to £1.90billion. Despite revenues having grown so strong,
improved profitability has remained stubbornly elusive. In 1992/93, the first year of the
EPL, cumulative operating profits were £33m with 15 of the 22 clubs in the black. By
2007/08 operating profits stood at £185m with only 11 of the 20 clubs delivering a posi-
tive return (Deloitte, 2009).

Despite the increases in revenue, the fiercely competitive nature of the league has seen
potential profits quickly competed away, with operating margins falling from 16% to be-
low 10% (Dan Jones, 2009). Bad managements and excessive loans (as with the case of
Portsmouth FC, Wimbledon FC and Crystal Palace FC to mention but a few) have also
not helped the profitability of football clubs. Although, it would be right to state that a
number these clubs have other goals which may market share maximization, huge in-
vestments made for future dividends, decisions to keep cost as low as possible or even
intended to maximize or appreciate the value of the clubs in the long run, owning the
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clubs as ‘trophy assets’ with the potential to deliver a long term return or even for public
relation gain in the community.

3.2 Cost of Been The Local EPL Fan

Oil prices and company directors' pay-rises apart, few things in life are consistently more
inflation-busting than season ticket price-hikes (Ingle 2005). This is probably because as
demonstrated by Stefan Szmanski and Tim Kuypers in Winners & Losers, The Business
Strategy of Football the demand for football - like cigarettes and alcohol - is price inelas-
tic (Szmanski 1999).

The literature on American professional sport often assumes that a club’s objective is to
maximize profit. The assumption could have some plausibility applied to those clubs in
England which have become public limited companies with shares traded on the floor of
the stock market any departure from profit maximization may provoke the attention of
predators. In these cases clubs may be expected to locate on the demand curve at the
point corresponding to the quantity where marginal cost equals marginal revenue (For-
rest, 2002).

The cost of attending a top flight match involving any of the big four clubs in England
has leaped by about 600% since 1989 because they have become box office attractions.
Affinity products branded in club colors have been around for a while and they have a
steady following of supporters (Knight 2010) but the cost of keeping up with supporter-
ship is far weighing down on them and causing some to re-think.

3.3 EPL’s Popularity Abroad and Its Effect

The league’s principal broadcaster has invested substantially in a remarketing of the sport
that appeared successfully to change its image. In this, it was helped by significant im-
provements in stadium facilities, a falling away of the problem of hooliganism and other
anti-social behavior at and around matches, and an influx of top-quality foreign players to
add glamour to the competition (Boon, 2000).

Broadcasting rights were assigned to subscription television service BSkyB in 1992,
move that charged fans for watching top flight football on their screens for the first time
in England (Deloitte 2009). The first agreement between the EPL and Sky was worth
£191m, a figure that has risen dramatically - the last deal for domestic rights running
from 2007 to 2010 for £1.7bn between Sky and Setanta (BBC, 2008). In 2001 alone, the
EPL made £1bn from the sale of domestic TV rights and £178m from overseas rights.
This may be one factor more than any other that is arguably behind the recent influx of
Americans seeking Premiership gold: television revenues especially with the fact that
there is now also a growing feeling that the top four clubs in the league may sooner than
later attempt to sell their own rights internationally as is done in the Spanish and Italian
league (Ghadwick, 2007).

In the paper “Building global football brand equity: Lessons from the Chinese market”,
the author Bodet, (2009) looked at how the big football clubs are trying to win the Asia
market nay Chinese market by expanding their fan base and continuing their grip on
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brand patriotism and equity. For example, around £100m of that was spent by NowTV to
secure the rights for Hong Kong, Showtime Arabia stumped up around £60m for the
Middle East and North African market and WinTV spent £50m to show games in China
(BBC, 2008). And this move have thrown open the door to create a wide array of new fan
base for the league especially the big four with for example, an estimated audience of one
billion watched Manchester United's match with Arsenal in November 2007 (Stevenson,
2008). The EPL has become so much a house hold name that plans were made to further
examine a proposal to extend their season to 39 games by staging a new round of compet-
itive fixtures outside the UK from January 2011 (Soneji, 2008).

In Asia, it (EPL) is the most widely distributed sports programme (The Hindu Business
Line, 2004). For example, in India, the matches are broadcast live on ESPN and Star
Sports., Up to 360 million television audiences watch live EPL matches in China, and
due to this popularity, the league has held three pre-season tournaments in Asia while
‘the big four’ frequently hold their pre season tour outside Europe (Hennock, 2003).

In a similar vein, the popularity of EPL has almost turned the local leagues in Africa non-
existent. For instance, Nigerian officials have almost come short of decrying the populari-
ty of the EPL and subsequent media coverage (BBC News, 2008). They claim it is da-
maging other footballing countries, citing lower domestic attendances when games clash
with the EPL fixtures. It has become so popular and amassed so many die-hard fans that
in an extreme case, after the 2008 UEFA Champions League Final, seven people died in
Nigeria after clashes between supporters of a half of ‘the big four’ Chelsea and Manches-
ter United (BBC Sports, 2008). In a country of 140 million people, where crowds will
stop and watch amateurs playing in the park, professional league games in the country
struggle to get more than a handful paying fans to come on match days (BBC, 2008). In
short, it has been suggested that the grip the game nay EPL has got on foreign fans of the
league is nothing short of colonialism (Onwumechili, 2009). It has gotten so bad that
whenever any of the local teams play at the same time as any of the EPL big four games,
nobody shows up in the stadia. This has become a very common situation in almost all
national football leagues in Africa.

In the opinion of Assante (2008), there is absolutely no doubt that the English league has
the capability to go global. This is evident from the fact that for instance there are shops
in a number of Asian countries that survive and profit out of nothing but selling fake
memorabilia of especially the big four English clubs. One of the most frequent claims
made against a big team like Manchester United in the 1990s is, of course, that none of
their fans are from region of Manchester. The meaning of this analysis is that Manchester
United fans are now attracted from other places across the United Kingdom and beyond
even when such cities or towns can boast of having their own football teams that may as
well be elite in true sense of it (Mellor 2001).

The arrival of players from developing part of the world to the EPL has over the years
added more than just spice to the game as a whole. There are now more than 70% of for-
eign players in the league and this has made the league a lot more popular in especially
those countries that such players originate from. The migration of these foreign players to
especially England to earn top dollars offers a lot of inspiration and a source of hope to
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especially those ones (without education) that still reside in the developing nations (Poli,
2006).

If numbers are anything to judge the future of the EPL by then the future certainly looks
bright. The combined revenue of the premiership big four in conjunction with the other
16 teams of the league last season was a healthy £1.4bn (Deloitte 2008). But the potential
for further overseas growth remains - and it is arguable to see if that is where the bigger
money will be made. The EPL may be the richest football league in the world but it is
still behind the NFL and Major League Baseball in the money-making stakes - both made
over £3bn in revenue in 2007 (Stevenson 2008).
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CHAPTER 4:

Revenue Models: Conceptual framework I1

Some people think football is a matter of life and death. |

assure you, it's much more serious than that.”

- Bill Shankly (one of Britain's most successful and
respected football managers)
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4.1 Football Clubs’ Need For Revenue
Generation: The Importance

O'Reilly (2006) research suggests that a myriad of factors contribute to the revenue gen-
eration ability of major professional sport teams. The research’s results suggest that
product and place considerations are most important in achieving revenue while promo-
tion and price considerations play but only a minor role. In this regard, managers of pro-
fessional sport teams are provided with guidance.

Conceptual Framework II

Carmichael et al (2010) investigated the connection between playing success and com-
mercial success in football. Their analysis indicated that on-field success can be directly
related to players’ skills and abilities and that revenue is positively related to on-field
success. Wage expenditure was also shown to systematically reflect player skills and per-
formances. One interpretation of this evidence is that investment in players’ skills and
ability buys on-field success, and thus rich clubs are able to maintain or even build upon
success by spending more on players than less successful clubs.

In light of this, each of the EPL big four teams put in a lot of effort to not just qualify for
the lucrative UEFA champion’s League at the end of each season, but more than anything
else they also set their eyes on winning the EPL (ESPN, 2007). The benefits that come
with winning the trophy include not just the huge money prize, but the bragging rights,
and the positive PR effect on the team, its brand and other business interest of the owners.

Over a couple of seasons, rising tax rates in Britain combined with an ailing currency has
seen the Spanish League become the league of choice for some of the best footballers in
the world even some of such players from the EPL (e.g. Christiano Ronaldo Manchester
United to Real Madrid; Javier Mascherano Liverpool to Barcelona FC). While high tax
rate of 50 percent is practiced in England, the Spanish government has reduced the tax
rate for "foreign executives" down to 24 percent (The Guardian, 2010). As such the Eng-
lish club has to raise more money to lure and pay high profile players in order to make up
for the shortfall arising from the deducted tax.

Dan Jones, partner in the Sports Business Group at Deloitte unquestionably thinks that,
football’s biggest challenge is the need for much greater cost control — notably over play-
ers’ wages and transfer fees. As such, as long as the EPL big four team continue to desire
the influx of high profile players in their teams they would constantly require at least a
commensurate influx of revenue to pay their wages.

With UEFA’s “financial fair play” rule been introduced from 2012-13 season, the EPL
teams in particular would need all the revenue they can generate in order to be eligible to
compete in UEFA organized competitions (Marino 2010). This is so because, the rules
wants to prevent clubs spending more than they earn and since these clubs depend of re-
cruiting the best (and most times very expensive) personnel in the market to remain com-
petitive, increase revenue will be needed.

The current amount of debt the Premiership owes is about £3.5billion which is approx-
imately 56 percent of all debt owed by football teams in the whole of Europe. £2billion of
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that total is owed by the EPL big four. Though the reason for such mammoth debt profile
could be attributed to several reasons ranging from investment activities to structural ex-
pansion, the clubs needs extra revenue flow to service the loans as well as take care of the
day to day running of these clubs.

As already stated in a previous chapter, the literature on American professional sport of-
ten believes that a club’s aim is to maximize profit (Forrest, 2002). While maximization
of profit is given much weight as the primary goal of any football club, the practical sce-
nario is that revenue maximization also holds true. Profit maximization as a goal has a
number of drawbacks while revenue maximization through diverse means on the other
hand passes all those tests to become a logical goal for any business (Borad 2011). Thus,
if the objective of the club is driven by sales including the profits and performance of
managers then this will call for revenue maximization or sales maximization. Whereas if
it needs to keep all the stakeholders satisfied because shareholders of the club want ap-
preciation in the value of their capital and inflow of dividends, profit maximization be-
comes the main goal (though, the drawback is that profits are not a physical activity that
can be conducted).

Football is well known as a game that is highly influenced by fans and that is why statis-
tically, home teams have a better chance of winning matches because of their massive
presence (BBC Sci/Tech, 1999). Clubs as business entities could also want to increase
their market share (which indirectly could be related to their fanbase). Studies have been
done to show that people have different reasons for becoming fans of different clubs (Bo-
det, 2009). Some become fans of a particular club because there is a compatriot playing
for the team, or because the team has a winning mentality or even because of the team’s
brand appeal. Due to the fact that clubs understand the importance of having as much
fans as they can boast of, they seek the need for more revenue to increase their market
share which in the sport world translates to fanbase and the amount of club replica Kits
sold.

For clubs whose business policies are based on their vision for the future, massive in-
vestment is needed to fund their for example, football academies that set up so that they
could identify and develop talented players from as age young as seven (BBC Sports,
2011). This is just as it is also deem beneficial to increase the capacity of their various
stadia. As already stated above, because clubs already acknowledges the impact that
homes fans have over the success of the team, efforts are made to either expand their sta-
dium sitting capacity or build new ones depending on which makes more economic
sense.

For whatever the need for revenue may be, revenue diversification will help lower the
club’s reliance on their products in The UK market and also helps in compensating for
conditions brought about by the competitive conditions and product life cycles in their
other different product market.
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4.2 Relevant Revenue Model

Every firm needs revenue to function. As such, whenever a firm is set up, it either unam-
biguous or implicitly fashion out a specific business plan or revenue model that characte-
rizes the design or architecture of the value creation, delivery, and capture mechanisms
employed by the business enterprise (Teece, 2010). The purpose of a revenue model is
that it describes the manner and method by which the business enterprise (the clubs in
this case) bring value to customers, persuade customers to exchange cash for value, and
turn those payments to meet the main goal of the business enterprise: in order words, it
reflects the club’s management’s theory about what the customers want, how they want
it, and how the club can in its own way try to do its best to fulfill those needs, get paid in
exchange, and become ‘satisfice’. In order words, the revenue or business model defines
the cause of action of how a business entity creates, delivers, and captures value (Oster-
walder et al, 2010).

Conceptual Framework II

Two relevant revenue models that | suggest from theoretical perspectives would be bene-
ficial to the clubs in terms of revenue drive are discussed below

4.2.1 Bricks-and-Clicks Revenue Model

Bricks-and-clicks is a business model by which a company integrates both offline
(bricks) and online (clicks) presences. Thus it is a fusion of traditional ways to conduct a
business (i.e. the face-to-face contacts with customers) and the online way of customer
interaction. It can also be referred to as click-and-mortar or clicks-and-bricks, as well as
bricks, clicks and flips, with flips been reference to the traditional catalogs.

The increase popularized use of the Internet opened up opportunities for online way of
doing business. At the onset, doing business was mainly done by companies whose main
business focus was Internet-based — and thus the so-called ‘clicks' companies. Companies
that were already well known joined the use of the Internet when it became apparent that
businesses do not have to be limited specifically the face-to-face method or the online
trading and such that a blend of both can be beneficial (Markham 2003).

From the late 1990s, it became clear that a business model with this kind of blend is
viewed as been better than just either (brick or clicks). Even Andy Grove, chairman of
Intel Corporation was in September 1999, reported to have made the statement which re-
cognizes the significance of the business model "Do you work for a bricks company, a
clicks company, or a bricks and clicks company?"

This model has now generally become very useful to traditional companies with exten-
sive logistics and supply chains. One of the reasons for its favorable outcome is that it is
much easier for a traditional company to set up an online presence than it is for a new
company to use a successful pure online strategy, or for an online company to establish a
traditional presence (including a strong brand).

Bricks-and-clicks business model offers benefit in areas of business where it is better to
maintain connection to a physical company and leverage competencies and assets (leve-
raging of synergies). Other merits include common core competitiveness, supplier net-
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works, distribution channels, brand equity and common customer base as well as lower
weighted average cost of capital and improve organizational learning (Spector, 2002)

4.2.2 Subscription Revenue Model
The subscription business model is a business model where a customer has to part with a
fee otherwise known as subscription fee to have access to the product/service. The model
is typically established and employed by magazines and newspapers, but is now also put
to use by a number of businesses and websites that provide various goods/services.

A common model of some online sites is to provide some content without cost, but limit
access to premium features to payers of subscription fee. In such a case, the subscriber-
only content is said to be behind a ‘paywall’. This model designed like the razor and
blades business model (also known as the bait-and-hook model) is an attempt to be a re-
semblance of the subscription model, but with a formal accord by both parties. This so-
called 'contractual’ setting facilitates customer relationship management to a large extent
because the firm knows who are active customers and or not (Burez, 2006).

The subscription fee could be for a fixed set of goods or services, for unlimited use of a
service or collection of services, for basic access or minimal service plus some additional
charge depending on usage or even as membership fees to some types of organizations,
such as trade unions, or clubs.

According to Greg Ballard CEO of MyFamily.com (a web base content provider that has
hugely been successful using this business model), "subscription-based models can not
only work on the Internet, but thrive with compelling content.” Subscription revenue
model greatly reduces uncertainty and the riskiness of the enterprise, while giving the
customers the opportunity to become greatly attached to using the provided good/service

4.3 Strategic Market Planning

In order to implement the desired revenue model, a well thought out marketing strategy
which is the root of a well-written marketing plan has to be drawn. While a marketing
plan is made up of a list of actions, a plan that lacks solid strategic base is like a white
elephant project. The process involves a number of stages with includes segmenting the
market, profiling the market segments and developing a market segment marketing strat-
egy. In order words, the process comes with assessing if the market is attractive or not
and also if the company has any competitive advantage over other in the market. Busi-
ness performance measures of share position, revenue from sales and profitability are also
assessed and thereafter conducting a portfolio analysis.

One key market strategy that any company can use to gain competitive advantage is to do
product market diversification. According to Product/Market Ansoff matrix, diversifica-
tion is one of four parts of the main marketing strategies. It lowers a company’s reliance
on any single product-market and also helps in compensating for conditions brought
about by the competitive conditions and product life cycles in different product market.
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Strategic market plans

v v

Offensive Strategies Defensive Strategies

Figure 4. Forms of strategic market planning

Generally, strategic market planning comes in two forms — offensive and defensive strat-
egies. The form of strategy to be applied by a company depend on among other factors,
the type of market, market share own by the company and as well as market forces.
While offensive market strategy is growth oriented and fashioned after increasing sales
and grabbing as much market share as possible, defensive strategy involves a dominant
company already with a large chunk of the market share strategizing to protect what it
already has (Best, 2004).
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CHAPTER 5:

Findings and Analysis
“The more one analyses people, the more all reasons for
analysis to disappear. Sooner or later one comes to that
dreadful universal thing called human nature.”
- Oscar Wilde (lIrish poet 1854 — 1900)
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CHAPTER 5: Analysis

For proper analysis of the data gathered, I linked these analyses with the academic review
discussed in chapter two and three. In other words, the research questions defining the
objective(s) of the thesis were reviewed with reference to both literature and secondary
data collected.

As stated in the last chapter, systematic recursive abstraction was employed on the data-
set collected during the process of conducting this research. The data were compiled and
abridged (over and over), with the main points highlighted with a series of selected codes
derived from the text. These codes were grouped into identical concepts in order to make
them more feasible and then categories were created from these concepts which lead to
the findings and conclusions.

5.1.1 Foreign Fan Base

OK! First of all, one cannot argue against the fact that the total population of UK is like a
drop in the Atlantic Ocean when compared to the estimated 6 billion people on earth with
majority of that population living outside Europe. Asia, Africa, America and Middle East
have heavier population and bigger followership of the league (Wilson, 2007). The pro-
file of the big four in the EPL is no doubt growing by the day. A look at the fans of these
clubs on Facebook shows just how popular they are. The figures below show the core
supporters of these clubs. By ‘core' it mean those who, quite unprompted, say they are
supporters of any of the clubs

9,784,495
<

4,390,779 4,553,258
4,067,502 ’-’
S— N ® Facebook
1 2 3 4

Figure 5 Amount of Facebook fans of the clubs as at February 28, 2011
source: www.facebook.com
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Figure 6. Amount of core worldwide fans of the clubs
Source: 2005 report by Granada Ventures, TNS (2008), dailymail.co.uk and Deloitte
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From the graph below, it is shown that more visitors - 57%, 47%, 53% and 62% visit ma-
nutd.com, liverpoolfc.tv, arsenal.com and chelseafc.com respectively from outside the
UK than from within. This study agrees with others studies (Campbell, 2002, Mellor
2001) that argue that fans are now drawn from other towns and cities across the United
Kingdom and beyond: places that very probably have their own football teams, profes-
sional or otherwise.

The data is derived from a study carried out in 2007 by ComScore world Metrix to study
daily worldwide traffic to football clubs websites by unique visitors show that the percen-
tage of visitation from outside UK was always greater than that from within the UK. The
study was based on unique visitors worldwide aged 15 and more, excluding traffic from
public computers such as Internet cafes, or access from mobile phones or PDAs.

° Following the Champions tourney hysteria in 2005, Liverpool's fan base soared to 18 million people
worldwide, from just 8 million the year before, according to German sports consultant Sport & Markt AG
(source: www.forbes.com/free_forbes/2006/0417/084.html).

Esebamen, Xerviar Omeime
MBA Thesis (March 2010)



http://www.forbes.com/free_forbes/2006/0417/084.html

The Logical Possibility For a Diverse Revenue Source: CHAPTER 5: Analysis
The English Premier League big four
and Their Foreign Fans

57% Worldwide traffic to football
2500000 7 @@ sites by unique visitors
2000000 - 4‘7'% 53%
&P, o
1500000 - & 62%
“ — &, &,
1000000 A &,
500000 - /‘ — 11—/ — —‘ I—
O T T T T T T T T 1
> o 2 O C 2 o o S
0& & &£ ‘b&\ S F @ﬁ \\\'\‘\‘b e,&‘\"'o
@ <@ 'S N e n S
\ > & R e \(\&Q’ S

Figure 7. Daily worldwide traffic to football clubs websites by unique visitors
Source: ComScore World Metrix (2007)

Finding as shown in the graphs (figure 5-7) above show that these clubs have a high
number of fans with a big room for growth which confirms some studies (Campbell,
2002) that argues the popularity of the EPL (over other European leagues) with fans liv-
ing outside The UK. While figure 5 and 7 shows that these clubs have a high concentra-
tion of internet active/savvy fans, figure 7 shows that a greater percentage of these fans
live outside The UK. The fact that EPL big four can boast of a huge daily internet active
fans can help argue that an offensive market planning strategic use of Bricks-and-clicks
business model and Subscription Revenue Model will have a huge positive impact on the
revenue generation of these clubs especially with the fact that these models are strongly
internet based.

A model where fans are (made) to pay for example £1 or less to register/subscribe as a
bona fide member of the club, and such subscription will grant the subscriber access to
for instance downloads, videos and fantasy football participation on its website, a huge
surge in revenue can only be anticipated for the club. A club like Liverpool will be sure
of making an additional £2million if its 2million foreign hits subscribes on its website
and this is consistent with studies (Drayer, 2009) showing the huge success that fantasy
football has shown to have on clubs revenue.

5.1.2 Subscription on affinity products
All the big four clubs offer credit cards run by providers like MBNA which among other
benefits offer 1point for every £1 spent and have a royalty system; so every time the cus-
tomer use the card, his/her club receives a contribution and at no extra cost to the cus-
tomer. These clubs also offer savings accounts run by institution like Britannia where
1.0% of the interest that would have been paid for the customer is paid to the club to help
with e.g clubs youth development (whichwaytopay.com, 2011). But unfortunately at the
moment, these services are only offered to fans resident in The UK.
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If the data relating to the core fanbase is to be applied in this instance and is related to
studies (Knight, 2010) that supporters have strong followership with clubs affinity prod-
ucts and they think of painless ways to financially support their clubs, one can foresee
how much will be generated where e.g. Manchester United earn £1 from every of its
333million fans (figure 6) with most of them living outside The UK or even from the
2.5million internet savvy fans as shown in figure 7 who would be happy to subscribe to
been officially registered and recognized fan of the club eligible for the clubs only-for-
members products and freebies.

1.2-1.5 million

units Units of replica shirts

sold/season
700,000-900,000

units 700,000 -900,000 700,000 -900,000
units units
Arsenal Chelsea Man Utd Liverpool

Figure 8 Average sales per season 2005-2009

Replica Shirts Generates 50% of total merchandising revenue

Domestic Market
Foreign Market
Average cost of replica

93.3% of replica shirts sold
6.7% of replica shirts sold
£43.50

Table 1. Addition fact on sales from replicas
Source (fig.8, table 1): Sport+Markt. Sport Business reports 2010

These clubs like every other well known football clubs sell affinity products like club
replica Kits and as studies have shown (Knight, 2010; Bodet, 2009) that most fans if not
every fan like to feel a sense of belonging and show their commitment by adorning these
kits. The table above shows that the clubs are still majorly dependent on the domestic
market for the sale of replicas with only 6.7% of the total replicas sold in the foreign
market. If this data should be related to figure 7, it means only 6.7% of at least Manches-
ter United’s 2.5million, Liverpool’s 1.75million, Arsenal’ s 1.65 and Chelsea’s 1.5million
foreign fans have been tapped into. This is in itself a very miserly estimate when com-
pared to the total figure for each club shown in figure 6.
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The reason for the low foreign sales may not be farfetched. As shown in the table above,
average cost of a short sleeve replica shirt is about £43.50 excluding an additional £10
minimum shipping cost because presently, the big four (produce and) ship ordered replica
kits from The UK to other parts of the world. Since the purchasing power of foreign fans
may not be as high as the average UK fan, a less expensive replica to match the standard
of living of an average foreign fan will be ideal.

An offensive market planning strategy with the bricks-and-clicks business model can thus
become more beneficial by setting up more production and shipping centers in at least
every sub-continent, because, cost of production will reduce (especially in Asia and Afri-
ca with cheaper production cost arising from cheaper factors of production) thereby re-
ducing total cost paid per ordered item and increasing total revenue resulting from in-
creased order and purchases.

5.1.3 Pre-season Tours
Before the start of a new season, most football clubs carry out their preparation by play-
ing some friendly matches with other clubs. The table below shows the various locations
that the EPL big four have had their pre-season tour in the past few years.

Year
2005 2006 2007
Arsenal Austria, Holland Austria, Hungary n/a
Chelsea n/a n/a USA, Holland, Finland
Man Utd | China, Hong Kong, Japan South Africa Korea, China, Japan
Liverpool Japan* Switzerland, EU = Hong Kong, Holland
Year
2008 2009 2010
Arsenal Austria, Hungary n/a Austria, Poland
Chelsea | China, Malaysia, Russia USA Holland, Germany
Man Utd South Africa, Nigeria | Indonesia, S. Korea, Germany, China USA
Liverpool = Switzerland, Norway Thailand, Singapore, Europe Switzerland

Table 2. List of venues of pre-season tours since from 2005 to 2010
*the tour was cancelled because Liverpool had to kick-start their European Champions League early

The research findings as shown in the above table goes a long way in supporting the
study by Willian (2006) that these clubs are no longer clubs belonging just to the com-
munities in which they were formed and are no longer specific community based but are
now global. The EPL big four now use every different opportunity to play mini tourna-
ments, and engage in interactions with organized fan bases at various locations outside
UK territories especially in Asia, Africa and America where popularity of the game is
huge and the population as well as economy of the people is massively encouraging.
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The finding is that it is only Arsenal of the four teams that tend to do their pre-season
training not far away from The UK (in Europe). The reason is only down to the coach
(Arsene Wenger)’s personal decision not to embark on any long distance pre-season
training (Cross, 2010). Of the 40 instances recorded as pre-season destinations on the ta-
ble, 47.5% were done in Europe while the other 52.5% were outside Europe of which
none of the teams had a pre-season training/tour in The UK.

5.1.4 Television Right Deals

£200M -y O
= Mid-East/N.Africa
= HongKong
m Singapore
£115m £111m ® France/Poland
£80m
£67m

® Scandanavia
m China

Figure 9. Amount paid by non-UK based broadcasting firms for EPL TV right for (1) 2007 - 2010 and
(2) 2010 - 2013
source: bbc.co.uk; www.independent.co.uk,

Figure 9 shows the revenue generated as TV right from broadcasters out the UK from (1)
2007 — 2010, and (2) 2010 — 2013 and it is seen that the amount Mid East/North Africa,
and Singapore paid for TV right for period (1) increased by over 100% in period (2).
From Figure 10, the total revenue generated for the right for the year 2010-2013 was
about £775milion which represents a 124% jump from the year 2006-2009.

From figure 9, the listed countries/regions (from Mid East/North Africa to China) paid a
total sum of £754million as TV right license for the period 2010 — 2013. Even though the
listed countries or regions is not an exhaustive list of the various regions that bid and won
the rights to broadcast the EPL, £754million already represents about 54% of the total
sum (£1.4b) generated from issuance of TV rights worldwide for the same period.
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£1.4b
£625m I u Total TV Right Rev.
2006-2009 2010-2013

Figure 10. Total revenue generated from issuance of TV rights worldwide.
Source: bbc.co.uk; Deloitte.com; independent.co.uk

The data presented in figures 9 and 10 goes to support studies (Crawford 2002) that have
shown the key role in the history of sport in general and the EPL in particular that televi-
sion has played and how the appeal as well as foreign fans’ hunger for the game has seen
the value of the EPL's TV rights soar.

With the growing feeling that clubs will soon try to sell their own rights internationally.
This could mean, say, 10 million fans worldwide paying £1 each to subscribe to watch a
Arsenal home game—in other words £10 million per match. With approximately 30
home matches per season, this could mean that big four are able to generate an additional
£300 million per year (Ghadwick, 2007).

5.1.5 Foreign Players Influx and Influence

Figure 11* An EPL team defensive wall: now (Dec. 2008 pix left) and then (Feb. 1990 pix right)e.

® * Figure 10 — 12 sourced from
www.bbc.co.uk/blogs/olliewilliams/2009/08/how_the premier_league_has_cha.shtml
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20
15 1 ® Arsenal
u Chelsea
10 -+
® Man Utd
5 u Liverpool
0
1 2

Figure 12* Number of UK born players in the top four teams during (1) 1998/99 season and (2)

2009/10 season*.
25 17
20
m Arsenal
15 1 » Chelsea
10 A ® Man Utd
4 5
5 1 N — u Liverpool
==l
0 T 1
1 2

Figure 13* Number of non-UK born players in the top 4 teams during (1) 1998/99 season and (2)
2009/10 season.

From figure 13, it is seen that only 12 players were registered as ‘foreign players’’ with
the EPL big four teams in 1998/99 season. Nine seasons later, the number jumped to 77
foreign players representing a 641% increase. A comparison between figure 12 and 13 for

" Players hailing from outside of the United Kingdom or Republic of Ireland

Extra:

Findings show that just 11 players named in the starting line-ups for the first round of matches were
'foreign' at the start of the EPL in 1992/93. It was 36 per cent by 2000/01, increasing to 45 per cent in
2004/05 season (Atkinson, 2002).

On December 26, 1999, Chelsea became the first EPL side to field an entirely foreign starting line-up, and
on February 14, 2005, Arsenal were the first to name a completely foreign 16-man squad for a match.
(BBC sport 2005). The increasing number of foreign born players in the squad of the big four teams can
only helped in catalyzing the popularity the league in the countries where those players come from.
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the 2009/10 season shows that the percentage of foreign players in each team are Arsenal
85%; Chelsea 73%; Manchester United 60%; Liverpool 83% which represents an average
of 75.25% across the four teams.

With studies (Maguire, 2004; Bodet,2009) showing that one major reason people become
fans of any particular sports club is because a fellow compatriot plays for the team, the
above data shows that there is about 75.25% chance of a non-UK born football follower
becoming a new fan of these clubs than a UK born follower.

The figure could also suggest a reason to the data presented in figure 7 why more foreign

fans visit the websites of these clubs more than UK fans. This is because the websites
provide a firsthand medium to follow their heroes (compatriots) week-in week-out.

5.1.6 Influence of Foreign Owners

Arsenal Stan Kroenke (majority shareholder) American
Chelsea Roman Abramovich Russian
Man Utd. Glazer family Americans
Liverpool* John W. Henry & Tom Werner Americans

Table 3. List of the clubs and their respective owners
*The last owners (Tom Hicks and George Gillett) are also Americans

All the EPL big four are owned by foreign owners with 75% of those owned by Ameri-
cans. The acquisition of all four teams by foreign owners (table 3) can also be interpreted
as was with same effect that the acquisition of the foreign players by the teams creates.
The data above suggest an increase in the popularity of these clubs in their respective
countries. This concurs with studies (Osborne, 2010) suggesting that in addition to media
making globalization possible insofar as they actually carry sports across the globe, for-
eign ownership of these clubs, might also facilitate globalization and revenue surge.

The suggestion that foreign ownership of these clubs as depicted in table 3 will positively
impact on revenue generation from outside the UK agree with studies by Szymanski
(2010) which suggest that it is all about growth and way of increasing the appeal of their
franchise in regions of the world where the appeal of the EPL elite teams are becoming or
already household names. In Szymanski’s opinion, " These investors think the globaliza-
tion of football will mean much bigger opportunities to make money...Also, several of
them already run sporting franchises in the US, and they think they can draw on that ex-
perience to make Premier League clubs more profitable.” (BBC Sports, 2007)
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5.1.7 Brand Effect and Sponsorship Deals

Citroén 188BET Aon (£80m) Thomas Cook
EA Sports Adidas (£100m) Betfred 188BET
Ebel EA Sports Chilean Vina Concha y Toro wine | Adidas (E150m)
Emirates (E100m) | Samsung (£50m) DHL (7 figure deal) Bank Of America (£5m)
Lucozade Sport Singha (£8m) Epson Carlsberg
Nike (£8m/year) Thomas Cook (£1.5m/year) Hublot Watches (£4m) Espana
(073 Viagogo Kumbho Tires Jack Wolfskin
Paddy Power MTN South Africa (E5m) Lucozade Sport
Thomson Sport Nike (£300m) Maxxis Tires
Saudi Telecom Standard Chartered Bank (£80m)

Seoul Metropolitan Government
Telekom Malaysia
Turkish Airways (£2.7m)

Table 4. List of the various sponsorship deal with companies (in alphabetical order)
Sources: bbc.com, arsenal.com, Chelsea.com, manutd.com, Liverpool.tv

A look at the table above shows how much these clubs have become sort after brands. It
is interesting to note that only Thomas cook, and Thomson Sport are the indigenous
companies (from The UK) of all the companies listed on the table and it goes to show
how companies from every part of this world (from Standard Chartered Bank South
Africa, to Emirates Asia) are willing to pay just to be associated with the football clubs as
brand.

These deals are the result of these companies’ recognition of the kind of exposure that the
clubs will give their products and services to the outside world even to areas where they
(the companies) would ordinarily not be able to reach.

For instance, with the first year's investment, Standard Chartered’s £80m sponsorship
deal with Liverpool FC had already been returned through the sheer volume of media
exposure especially in light of a worldwide audience figure of 131million recorded for
the first 2010/11 season match between Manchester United and Liverpool, including 58m
viewers in China alone, as evidence of the reach of both clubs and the deal itself.

Also, AIG had become the 47th most recognized global brand and had jumped from
number 84 to number 30 on Barron's list of most respected companies after its first year
sponsoring Manchester United (BBC Sport, 2009).

If the size of sponsorship deals signed by these football clubs with a number of blue chip
companies is anything to go by, then one can have a good guess to where the financial
future of these clubs lie.
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5.1.8 Effect of the EPL on Foreign Leagues

The rare occurrence and wonder of fandom for any of the EPL big four teams in Africa is
not the only interesting instance of soccer and globalization. The passion shown by Afri-
cans in Africa for these clubs has exploded with the increasing availability of television,
satellite broadcasts and the ever increasing presence of African players in these teams
(Guest, 2009). It is now common place to find in remote areas in Uganda and Kenya the
markers of Premiership fandom - from graffiti on rural huts to logos on urban minibuses.
The supportership for these clubs in foreign lands is getting so loud everyday that a post
on a blog roadto2010final.blogspot.com, cites a situation where as a medical doctor in
Eldoret, a Kenyan is struggling to keep her marriage intact due to differences with her
husband over her zeal and passion for Liverpool FC. In Nigeria the obsession has virtual-
ly gone too far. After the Champions League final in May 2008, seven people died in
clashes between fans of Manchester United and Chelsea (BBC, 2009). A country like Ni-
geria that can boast of 140 million people, where crowds will stop and watch amateurs
playing in the street, professional league games in the country are played in empty stadia
especially when such matches are been played simultaneously with matches involving
any of the EPL big four teams in ...far away England.

When in 2008 the debate on whether to hold a 39™ league game outside the UK was on,
Saudi Arabia and a host of other countries said they would be interested - but only if the
matches involved big teams such as Manchester United, Chelsea or Liverpool (BBC,
2008).

Japanese Football Association vice-president Junji Ogura was quick to play down the
possibility of the EPL staging fixtures in Japan. According to him, the enormous size of
the supportership gathered by these teams over the years makes it problematic for the
Japanese league. In his words, "We are, in principle, opposed to having their Premier League
games in Japan as we have to protect our league and clubs”.

Even in India with almost 15percent of the world’s population, many avidly follow these
four big teams and similar top-ranked leagues, while very few Indians have proven to ac-
tually follow their own local leagues. It is more common to watch televised international
soccer stars than watching live local India premier leagues games. This lack of interest in
Indian domestic soccer has hurt the national team-dropping it to an all-time low rank in
the FIFA world rankings (Krishnaswamy, 2002; Bandyopadhyay, 2005).
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CHAPTER 6:

Conclusion and Recommendation

“It's easier to get an A.A. meeting together than a touch-
football game now.”
- Christopher Kennedy (American businessman and son

of late US Senator Robert F. Kennedy)
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Generating new sources of revenue appeal to these clubs whatever their primary goal

as a firm is - be it revenue growth, increase shareholder value, market share or profit
margin maximization. The desire to invest heavily in their youth academies (with a view
for the future), increase the capacities of their stadia or even in situations where the club
Question: owners’  primary
goal is to maximize
firm value e.g. by
way of winning tro-
phies, a lot of mon-
ey is needed to do
so. In today’s foot-
ball world, clubs
with deeper pockets tend to have the better chance of winning trophies. This is because
they (with deep pockets) have the capability to attract the very best personnel in the
world (even young players to their academies) and it is well known fact that paying the
transfer fees and wages for these employees cost a lot of money. Moreover, there is a lim-
it to how far club owners can (individually) go to provide the funds to sustain the compe-
titiveness of their clubs and as such, there has to be a system in place to look to when the
need to spend big arises.

Is investing in capturing and winning the foreign market a good
strategic market move for “the big four”? Are the foreign football
fans to these clubs the future and key to really bigger revenue
generation and profitability?

Up until the penultimate decade in the 20th century the “big four” clubs were not run as
businesses and were proud of it. Although, all that changed with the almost total collapse
during the financial depression of the 1980s led to an intentional effort to run the game on
business-like fundamental convention, and one cannot but argue that it has been only too
successful. As a result of the fact that the local fans in England have become over bur-
dened and the income from sold broadcasting right(s) has been the primary source of
overseas revenue, facilitating the financial disparity between these clubs and other com-
petitors, there is need to make even more from these sources and also increase their at-
traction to their huge fans overseas.

Data have shown that only about 6% of the clubs’ foreign fans purchase replica kits whe-
reas the clubs can boast of more active internet foreign fans than the local ones. An of-
fensive market planning strategy is needed to tap into this yet to be untapped market. The
total cost of signing up for a replica could be could reduce if the clubs can set up produc-
tion and shipping locations nearer to where the dense populations of the foreign fans are.

The data gathered have also shown there are several reasons why the foreign market is a
very attractive source of revenue for “the big four”. The empirical findings have been
shown that these clubs can boast of a huge foreign fans base that would make most manu-
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facturing companies go green with envy (figure 5 -7). With a fanbase of such magnitude,
an adoption of subscription business model by these clubs will be highly beneficial. Data
have shown a model whereby it will involve a token for individuals to be registered bona
bide fan of the club with access to club freebies is sure to be win situation for the clubs
because, of the affection fans have been proved to show towards their adopted club
(Knight, 2010).

The huge and commanding fan base has already caused the rescheduling of matches for
far-eastern broadcast markets, endless pre-season overseas tours and presentation for ac-
tion for a 39th league game to be played abroad. The fact that all the teams have over the
past years been involved with pre season tours in Asia, Africa and the USA shows that
there is potentially a big market to be tapped (table 2).

Furthermore, empirical findings have shown that all “the big four” teams are owned by
owners of foreign nationalities and this is a huge indicator of the interest that non British
businessmen has on the teams (table 3). Also influx of high profile foreign born players
in the big four teams has helped to market them to more foreign fans (figure 12-13). This
is so because a good number of foreign fans follow these teams because of their fellow
compatriots playing in these teams thereby giving the “big four” their much-vaunted
‘elite’ status. Even a number of young footballers look to these established foreign play-
ers as their idol and model and look forward to someday emulating them (play in the
EPL).

In addition, the brand power of these premiership teams has made them very attractive to
big companies that recognize the enormous power and benefits that they offer due to the
fact that they have been able to penetrate even the most remote part of the world. As a
result of the high and wide brand recognition, these clubs need to tap extensively into
foreign fans. The reason is that if “the big four teams” with a global following of more
than half a billion foreign fans, is compared with Apple® which has sold a mere 60 mil-
lion iPhones®, but has a turnover of billions, “the big four” can still be viewed as small
businesses. Apple generates about £400 per iPhone sold, while for instance Manchester
United's turnover of £278 million is bringing in less than £1 for every global fan. As a
result, any course of action that could generate just about £3 per year from foreign fans
would at least triple the revenue of these clubs (Szymanski, 2010).

6.2 Possible Implications
The implication for these clubs diversifying and tapping into the huge benefits that comes
with foreign fans will in no small measure ease the huge dependence and burden that
their local fans and customers are been placed. This will in a significant measure posi-
tively affect customer satisfaction of the local fans. This is because, the clubs would not
have to be massively reliant on the revenue from them (local fans) thereby having some

Esebamen, Xerviar Omeime
MBA Thesis (March 2010)




The Logical Possibility For a Diverse Revenue Source: CHAPTER 6: Conclusion and
The English Premier League big four

: . Recommendation
and Their Foreign Fans

knock down effect on the price of the clubs’ products and increasing customer satisfac-
tion. Also, investing into the foreign fans will surely bring in the much desired revenue
which will help in the quest for continuous competitiveness with other world elite teams
and at the same time, increase the popularity and worth of their respective brands.

6.3 Recommendation and Conclusion

Football as a game has since its discovery taken over the psyche of man like a fever. It is
a game which its popularity cannot be disputed (Dunning, 1999). The same can also be
said of the EPL and its “big four” component made up of Arsenal FC, Chelsea FC, Liver-
pool FC and Manchester United. Their successes on and off the pitch has made them fans
favorite. There is no doubt that they boast of numerous fans running into hundreds of mil-
lions with a good proportion of those that can be termed as financial paying customers
living in the UK. Annually released figures on club revenues have listed these EPL clubs
in the world’s top 20 for the 2008-09 season (Deloitte 2007).

The articles and data used support the research findings to a large degree that there is
massive room outside the UK for the premiership “big four” teams to generate the desire
revenue from foreign fans as they are the future of their financial sustainability and prof-
itability. The research findings show the huge and ever growing foreign fanbase, as well
as the way these clubs’ brand appeal to them (foreign fans and large multi-national com-
panies). There are strong possibilities that the purchasing power of this huge amount of
foreign fans (even though they may not have the same purchasing power as the UK fans)
can be harnessed if the “goods and services” provided by these clubs are in some way
subsidised. For example, the cost of replicas to be sold to foreign fans need not be the
same cost as those sold in the UK since the purchasing power of majority of the fans in
continents like Asia, Africa and South America is not as high as in developed part of the
world like UK. This is important because due to the fact that these clubs have struggled
to convert their global appeal into money and the huge chunk of their revenue emanates
from customers paying at the turnstiles, there is need to mobilize some resources into
harvesting the colossal benefits that foreign fans has got to offer as those benefits include
the massive population, premier league-crazy-interest and the robust market.

To the foreign fans, these clubs are no longer community centers or just a team
represented by eleven men chasing a round object around the pitch. But rather it is a re-
presentation of a huge and well knitted family. In fact, to them it is religion. They breathe
and live these clubs and as a result, any little measure taken by their club to generate the
fund to remain the best can only bring positives and seen as their little contribution to the
growth of their “beloved family”.
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CHAPTER 7:

References

“County library? Reference desk, please. Hello? Yes,
I need a word definition. Well, that's the problem. | don't
know how to spell it and I'm not allowed to say it. Could
you just rattle off all the swear words you know and I'll
stop you when...Hello?”
- Calvin and Hobbes (syndicated daily comic strip)
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