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Introduction

Football isthe most popular professional team sport, world wide. According
to theworld sfootball governing body, Federation International de Football
Association (FIFA), there are more than two hundred million active football
players. In recent decades, it has also become a multi billion dollar global
industry. It has been generating substantial revenuesfor privateindividuals
and clubs, aswell as national and international organisations. The football
industry generates about 3% of world trade.* Givenitsindustrial sizeand its
popul arity, research in the economics of football has been rather limited in
comparison to other economic activities. Football economics has been
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researched as a sub-discipline of professional team sports. Thefirst detailed
insight of football economicstreated football teams as competitive firms.?

The existing literature in professional team sports is, by and large,
based on issues related to the demand for sports, transfer market, market
structure, broadcasting revenues, etc.® The political economy dimensions
of football have also been researched, since football has been considered a
vehicle in many countries for the expression of nationalism, and for the
promotion of anindividual nation’s power and statusinternally.* Nevertheless,
itisstill aconsderably under-researched field, especiadly inthe case of impacts
of the point system on the degree of football competition.> This paper seeks
for astatistical rationalefor theintroduction of anew point system, in order
toincreasethelevel of competitive balance, which isrelated to the revenue
maximization.

1. Outcome of Uncertainty and Competitive Balance in Professional Team

Joorts

Outcome of uncertainty in professional team sportsisone of the fundamental
conceptsin the economics of professional team sportsbut, at the sametime,
itisvery elusiveto measureit. Itisdirectly linked to the gate revenues as,
when the probability of either team in professional contest approachesone,
gatereceiptsfall substantially.® Outcome of uncertainty infootball isinitially
defined in two broad terms: short-run uncertainty, which is based on the
concept of competitive balance within aseason and it increases the demand
for football; and long-run uncertainty, which refersto the extent of domination
over time of the number of league championship competitors by one or a
few clubsand it reducesinterest of spectators substantially.’

2 P. J. SLoaNE, The Economics of Professional Football: The Football Club as Utility Maximiser,
Scot. J. Pol. Ec., vol. 17, 121-146.

8 For comprehensive discussions of these issues, see for example, P. Downwarp and A. DAwSON,
The Economics of Professional Team Sports, Cambridge University Press, Cambridge, 2000. R.
Sanpy, P. SLoanE, and M. S. Rosentraus, The Economics of Sports: an International Perspective,
Basingstoke, Palgrave, 2004.

4 For adetailed review, see S. Szymanski, The Assessment: the Economics of Sport, Ox. Rev. Ec.
Pol., vol. 19, 2004, 467-477.

5 There exist only two studies. G.INewson, Three Points for a Win: Has it Made any Difference?,
The Mathematical Gazette, Vol. 68, 1984, 87-91. F. HaLiciocLu, Do We Need a New Point System
in Professional Football Leagues?, A Research Paper Presented at International Conference in
Economics IV, Economic Research Centre, Middle East Technical University, Ankara, 2000.

6 See S. RoTTENBERG, The Baseball Players' Labour market, J. Pol. Ec., June, 1956, 243-258. M.
EL-Hopiri and J. Quirk, An Economic Model of Professional Team Sports Leagues, J. Poal. Ec.,
vol. 33, 1971, 1302-1319.

7 P. J. SLoanE, The Economics of Professional Football: The Football Club as Utility
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One should al'so point out that outcome of uncertainty isasignificant
factor in certain football matches, but it islessimportant as determinant of
aggregate attendances. Moreover, any attempt to produce closer competition
to increase match uncertainty of outcome with the intention of increasing
gate attendances may be undesirablefrom the perspective of individua clubs,
assupporters, apparently, liketo watch high placed teams, particularly when
their team is likely to win.® It is argued that two teams engage in a joint
production when they play afootball match. Therefore, the public will be
worse off when the outcome of agameiseasily predicted than if thegameis
tight. To this end, the governing body of football leagues should facilitate
the appropriatetoolsin order to increase the competitive balancein afootball
league.® The need for competitive balance has al so been recognised by the
European Court of Justicein the case Bosman ruling. Thisruling recommends
that a professional league can flourish only if there is not too glaring an
imbal ance between the clubstaking part and the clubs should sharetheincome
generated fairly. There are basically two main approachesin analysing the
concept of competitive baancein professional team sports. Thefirst approach
is linked to the professional sports leagues in USA. North American
professional sportsleagues are less competitive sincethereisno relegation
or promotion between the separate divisions. League governing bodies
redistribute the income of club teams in order to maintain a competitive
balance.*® The second approach is a more European approach and it is
based on the seasonal promotion and relegation. There is no direct
intervention of promoting the competitive balance or fair share of
broadcasting revenues, except some genera directive such as Bosman
ruling.'* Thereisageneral misconception inthe economicsof professional
team sports that “competitive balance” and “outcome of uncertainty”
concepts are essentially the same phenomenon. In fact, they are rather
different. Theformer concept refersto aleague structurethat hasrelatively
equal playing strength between league members. The latter is related to a

Maximiser, cit.

8 See N. JenneTH, Attendances, Uncertainty of Outcome and Policy in Scottish Football League,
Scot. J. Pol. Ec., vol. 33, 1984, 176-198. D. A. PeeL and D. THomas, Outcome Uncertainty and
the Demand for Football: an Analysis of Match Attendances in the English Football League,
Scottish Journal of Political Economy, vol. 35, 1998, 242-249.

9 R. H. Koning, Balance in Competition in Dutch Soccer, The Satistician, vol. 49, 2000, 419-
431.

1 The legal framework of competition in the north American professional sports leagues is
discussed in M. A. FLynn and R. J. GiLeert, The Analysis of Professional Sports Leagues As
Joint Ventures, The Ec. J., vol.111, 2001, 27-45.

1 See T. Hoenn and S. Szymanski, The Americanization of European Football, Ec. Pal., vol. 28,
2000, 205-240.



70 Ferda Halicioglu

situation where a given contest within a league structure has a degree of
unpredictability about the result and, by extension, that the competition, as
awhole, doesnot have a predetermined winner at the outset of competition.*?
This work, therefore, will concentrate on the competitive balance with a
view of measuring theimpactsof aternative points systemson the competitive
balancein professional football leagues.

2. Measurement of Competitive Balance in Professional Team Sports

There is no clear-cut approach or technique to measure the competitive
balance in afootball league due to its ambiguity. There is an analogy that
thereare as many waysto measure competitive balance asthereareto quantify
the money supply.®® The existing literature suggests that one can measure
indirectly the competitive balance in football leagues by employing some
proxy variables, such asthe standard deviation of win percentages, therange
of win percentages, the Gini coefficient of win percentages, standard deviation
of league points, difference in goals scored, difference in league ranking,
etc.’* Each of these measurement techniques has its own advantages or
disadvantages; therefore it is not possible to assume that any selected
technique for the competitive balance will fully measure the level of
competitiveness in professiona football leagues. However, the seasonal
“coefficient variation” (CV) of end-of-season points approach to measure
the competitive balance can be used as areasonabl e proxy for the degree of
competitivenessin afootball league, providing all gamesare played and no
points are deducted.®

Theusefulnessof the CV vauesfor the competitive balancein afootball
league isbased on the ssmpleideathat dispersion of thefinal standing points

2 See D. Forrest and R. Simmons, Outcome Uncertainty and Attendance in Sport: the Case of
English Soccer, The Statistician, vol. 51, 2002, 229-241.

13 Different measurements of competitive balance in professional sports leagues are analysed and
discussed in extensively in A. ZimeaList, Competitive Balance in Sports League, J. Sp. Ec., vol.
3, 2002, 111-121, B. R. HumprHREYS, Alternative Measures of Competitive Balance in Sports
Leagues, J. . Ec., vol. 3, 2002, 133-148 and A. SanpersoN, The Many Dimensions of Competitive
Balance, J. $p. Ec,, vol. 3, 2002, 204-228.

14 For detailed discussion of these issues see, J. A. Cairns, The Demand for Professional Team
Soorts, Brit. Rev. Ec. Iss,, vol. 12, 1990, 1-12. J. BorLanD and R. MacponaLb, Demand for Sport,
Ox. Rev. Ec. Pol., vol. 19, 2003, 479-501.

15 See N. Karacan, Turkiye Futbol Liginde Rekabet Derecesi Artiyor mu, Azaliyor mu ? Istatistik
bir Yaklasim, lktisat Fakultesi Dergisi, vol. 26, 1967, 82-94.; J. A. Cairns, Evaluating Changes
in League Sructure: the Organization of the Scottish Football League, App. Ec., vol. 19, 1987,
259-275. H. Koning, Balance in Competition in Dutch Soccer, cit. The measurement of CV is as
follows: CV=¢/X, where s stands for standard deviation and X is average value.
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isadirect result of the competitivenessthat takes place between thefootball
teams in seasons. This approach assumes that each football team has
statistically got an equal chance of winning the championship at the beginning
of aseason. Therefore, the dispersion of total pointsat any timewill follow
anormal distribution. The CV values provide better plausible comparisons
of the seasonal competitive balance levels than the absolute standard
deviations (s) of the end-of-season pointsin the case of possible changesin
league structures over seasons, such as the number of teamsin a contest or
the points awarded for awin or draw. It is clear that this approach does not
consider any other factor that may have an impact onthelevel of competitive
balancefor the sake of simplicity. The CV valuefor aseason lies between 0
and 1. These valuesreflect the extreme competition points. If the CV value
isO, itimplies perfect competitioninaleague. If thereisN teamin aleague,
then al teams will have exactly the same strength. Each team will have
egual wins, drawsand lossesin aseason. Therefore, all theteamswill finish
aseason with the same points and the champi onship contest may be decided
by adraw assuming that all else are equal. Outcome of uncertainty over the
championship and any gamewill not be predicted in any way. The spectators
of thisleague will watch very exciting games over a season. In the second
extreme case, N teams are ranked from each other on the basis of their
absolute strength. Asaresult, therewill be no competition at all between the
teams. There will be no uncertainty of outcome in matches or the
championship contest. Moreover, no game will end up with adraw. At the
end of a season, the champion team would have won all the matches and
would havefinished the league with the maximum number of pointspossible.

The runner up would have beaten all the other teams except the
champion. Thisanalysis can be extended to the other teamsintheleaguein
the same manner according to their absolute strength. Similarly theteam at
the bottom of aleague would have lost all of its games. From an impartia
fan’s point of view, attending or watching a game may not bring about any
excitement in the case of this extreme situation.

3. Football Point Systems and Competitive Balance: Empirical Evidence

FIFA setstherulesand regulationsin football leaguesfor itsmembers, with
view to maximising the total revenues of this industry. Football is one of
oldest team sports in the world and its basic rules have not changed since
the establishment of FIFA. Most of the basic rules of football, such as the
duration of game, the number of playersin teams, the size of football pitches,
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the height and width of goal posts, etc, which may have an impact on the
outcome of uncertainty on football games, are essentially the same. To this
end, thefootball rulesand regulationsarefairly stagnant. A major changein
the point awarding system, however, took placein the 1980s. The old point
system (OPS) in which two points for a win, one point for a draw, was
replaced by the current point system (CPS), which awardsthree pointsfor a
win and one point for adraw. The new point system was introduced in the
season of 1981-82 in the English football leagues and was gradually adopted
by therest of theworld. Therationaefor the new regulationswas presumably
that more reward for winning gameswould encourage more attacking games
and hence would increase the demand for football.** Theimpacts of the new
point system on the level of competitive balancein football |eagues seemed
to beinconclusive according to one empirical study.*’

Regarding the importance of outcome uncertainty and competitive
balance conceptsin the professional football |eagues, this paper proposesa
new point system that may stimulate higher level of competition amongst
thefootball teams. The empirical evidencefor the new point system proposal
Isbased onthe CV values and the other factorsinfluencing the competitive
bal ance assumed to be constant for the sake of simplicity.

Let’'s assume, initially, that there is a hypothetical football league
consisting of 18 teams and all matches are played on atwo-tier basisin a
season. Thelevel of competitive balance in thisleague can be measured by
computing the maximum CV values alternative point systems. For example,
if the OPSisin use, then the maximum CV valuewill be 0.610. Similarly,
the CV value for the CPS is computed and that is also 0.610. According to
these extreme values of the CV, one can conclude that thereis no statistical
differenceat thelevel of the competitive balancein applying either the OPS
or the CPS. To this end, one can argue that policy strategy of FIFA for
Increasing the degree of competition between theteamshasfailed statistically.

Now, let’s assume some alternative point systems and compute the
CV values for the above hypothetical football league in a similar manner.
Alternative point system one (APS1) isbased on three pointsfor awin, two
points for a draw and one point for a loss. Alternative point system two
(APS2) refersto three pointsfor awin, two pointsfor adraw and nil points
for aloss. Alternative point system three (APS3) isbased on four pointsfor
awin, two points for a draw and one point for aloss. The maximum CV

6 G Newson, Three Points for a Win: Has it Made any Difference?, cit.

17 See for example, F. HaLiciocLu, The Degree of Football Competition in the European Football
Leagues: a Satistical Approach, Sports in the City Conference Proceedings, vol. 1, 1998, 189-
205.
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values of the alternative points systems along with the CV values of the
OPS and the CPS are presented in Table 1.

Table 1. Maximum CV values under different point systems

Point Systems s X ¢V N
Old Point System 20,752 34 0,610 18
Current Point System 31,128 51 0,610 18

Alternative Point System 1 20,752 68 0,305 18
Alternative Point System 2 31,128 51 0,610 18
Alternative Point System 3 31,128 85 0,366 18

Table 1 indicates that the APS1 halves the value of the CV, in
comparison to the OPS and the CPS. It is clear that these values are ssmply
pure statistical computations and do not suggest that there will be the same
proportional increase at the level of competitive balance in the case of
adopting the APSL. As far as the CV vaue of the APS2 is concerned, it
suggeststhe samelevel of competitive balance; therefore, thereisno statistical
improvement with this point system. Finally, on checking the CV value of
the APS3, it indicatesasubstantial statistical improvement inthe competitive
balance level but it isnot as much asin the case of APS1.

Theimpacts of the above mentioned pointson thelevel of competitive
ba ance area so tested by using real football datain some European countries.
To this end, five leading European countries, namely England, France,
Germany, Italy and Spain, are selected for the empirical analysis. The
respective CV values®® over five football seasons from 1999 to 2004 were
computed for each country using the points systems that are discussed in
this section. The summary results are presented in Table 2. According to
Table 2, the APSL1 providesthe most competitive league for each country in
termsof thefive season’saverage CV values. Thissimple exercise suggests
that thereisastatistical rational to adopt anew point system asthe suggested
point system APS1, in comparison to the other point system, provides a
higher level of competitive balance. The CV values may also be used to rank
countries in terms of the competitive balance. To this end, on five year's

18 G End-of -season points are obtai ned from Rothmans Footbal | Year Book Editions 30-35 Headline
Book Publishing London.
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average the French league seemsto be the most competitive league and the
Italian league isthe least competitive, asfar asthe CPSis concerned.

Comparing the leagues in terms of the APS1, the Spanish league
becomesthe most competitivewhichisclosdly followed by the French league.
Thisisfurther statistical evidencethat APS1 may stimulate higher degree of
competition. On CV ranking of the countries under different point systems
the Italian league is always at the bottom except for the APS3, which puts
theltalianleagueintothird place. It ispossibleto extend thelist of alternative
point systems with different combinations of awards points for a win, a
draw or aloss and some of those new point systems may produce even
lower CV values. For example, one may argue that away wins should be
rewarded with more points than home wins or that the draws with goals
should be given more points than the draws without goals. Even though
goal isajoint product in football matches but it does not necessarily suggest
that the gameswith goal sare more exciting than the ones, which are goall ess,
asfar asimpartial fans are concerned.

However, on the whole, it is plausible to suggest that if a new point
systemwasintroduced into afootball leaguewith aview to raising thelevel
of competitiveness, it should be the one that provides at least statistically
higher level of competitive balance than the existing one. Clearly, strategy
of the football teams against the implemented point system will vary
significantly from one point system to another, on the basis of their league
position and theimportance of each single game. Therefore, itisnot possible
to predict theindividual behaviour of the football teams.

Table 2. Computed CV values in different point systems in some European football leagues

Point systems and countries Season  Season  Season  Season Season 5 season’s
1999/00 2000/01 2001/02 2002/03 2003/04 average

Panel A

England -Premiership

Old Point System 0,361 0,270 0,286 0,238 0,281 0,267
Current Point System 0,294 0,291 0,321 0,364 0,306 0,295
Alternative Point System 1 0,130 0,135 0,243 0,119 0,140 0,133
Alternative Point System 2 0,237 0,252 0,259 0,214 0,261 0,245
Alternative Point System 3 0,170 0,169 0,185 0,155 0,178 0,171
Panel B

France -Ligue 1
Old Point System 0,242 0,212 0,208 0,203 0,155 0,204
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Point systems and countries Season  Season  Season Season Season 5 season’s
1999/00 2000/01 2001/02 2002/03 2003/04 average

Current Point System 0,268 0,231 0,226 0,220 0,173 0,223
Alternative Point System 1 0,121 0,106 0,204 0,101 0,077 0,101
Alternative Point System 2 0,222 0,197 0,196 0,192 0,146 0,190
Alternative Point System 3 0,155 0,134 0,130 0,127 0,100 0,129
Panel C

Germany - Bundesliga

Old Point System 0,283 0,361 0,361 0,361 0,361 0,361
Current Point System 0,303 0,361 0,361 0,361 0,361 0,361
Alternative Point System 1 0,141 0,361 0,361 0,361 0,361 0,361
Alternative Point System 2 0,271 0,361 0,361 0,361 0,361 0,361
Alternative Point System 3 0,173 0,361 0,361 0,361 0,361 0,361
Panel D

Italy- Serie A

Old Point System 0,328 0,275 0,302 0,282 0,290 0,295
Current Point System 0,375 0,309 0,323 0,309 0,326 0,328
Alternative Point System 1 0,164 0,137 0,151 0,141 0,145 0,147
Alternative Point System 2 0,291 0,250 0,286 0,262 0,263 0,270
Alternative Point System 3 0,216 0,177 0,186 0,178 0,187 0,145
Panel E

Spain-Primera

Old Point System 0,213 0,219 0,189 0,214 0,163 0,189
Current Point System 0,240 0,246 0,204 0,240 0,189 0,224
Alternative Point System 1 0,106 0,109 0,094 0,107 0,082 0,099
Alternative Point System 2 0,194 0,199 0,178 0,194 0,146 0,182
Alternative Point System 3 0,138 0,139 0,118 0,138 0,110 0,128

4. Concluding Remarks

Thispaper has attempted to measuretheimpacts of aternative points systems
in professional football leagues on thelevel of competitive balance.
Considering the fundamental importance of the competitive balance
for thefootball demand, FIFA may recommend anew point systeminfootball
leagues with aview to increasing it. In search of developing such apolicy
tool for FIFA, this paper argues that the existing point system in football
leagues does not serve fully the purpose of maximising the competitive
balance. Dueto the nature of football, thereisno clear-cut indicator for the
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level of the competitive balance in a football league. Therefore one may
apply some plausible proxies for the level of competitive balance. To that
end, this study has adopted the approach of the CV values of end-of-season
points. On utilising the CV values to measure the competitive balance,
alternative point systems, along with the old and current point systems, were
computed for a hypothetical football league structure. Then similar
measurement approach isapplied for fiveleading European football eagues,
namely English, French, German, Italian, and Spanish. The hypothetical and
real dataresultsindicatethat thereisat |east astatistical rational for having
anew point system in professiona football leagues. Amongst those point
systemsanalysed, the most competitivefootball league took place when the
point system of three pointsfor awin, two points for adraw and one point
for alosswasin use. Inregardsthelevel of football competition, the Spanish
league appears to be most competitive and the Italian league is the least
competitive on average. However, the empirical results are based on only
five season’s CV values and they should betreated cautiously.® Itiscrysta
clear that the conclusions of this paper are reached under rather restrictive
assumptions. Itisalso true that the competitive balance in aleague may not
be improved just by switching between the point systems. However, the
proposed point system isacostlesspolicy tool anditisastatistically proven
system to increase the competitive balancein professional football leagues.

¥ Thelong-term football competitive balance over 1947-2004 in the leagues of these five countries
is computed via different approaches and the results indicate that there is a significant declinein
competitive balance. See J. MicHie and C. OucHTton, Competitive Balance in Football: Trends
and Effects, Football Governance Research Centre, Birkbeck College of University of London,
Research Paper, No. 2, London, 2004.



