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Abstract: Financial distress has been frequently addressed in the sports business and management
literature; however, surprisingly little attention has been devoted to implications for financial viability
derived from funding beyond what the Union of European Football Association (UEFA) defines as
relevant income in football, henceforth referred to as extraordinary funding. This study critically
discusses and reflects upon whether extraordinary funding can contribute to financial viability. To
address this issue, we draw on approximately 100 financial statements for Norwegian top division
clubs and their cooperating companies for three fiscal years. Results indicate that, although extraor-
dinary funding contributes with sorely needed funds, thus from the outset contributing in making
clubs more robust, the manner in which extraordinary funding occurs is still of great importance
from a viability perspective. In this respect, it is useful to distinguish clearly between ex ante and ex
post funding. While ex post funding can be argued to be counter-productive to financial viability
(e.g., cloaking inadequate finances, providing incentives for overspending, and rewarding clubs that
overspend), ex ante funding is more in line with sound financial management (e.g., funds that are
contingent upon a history of sound finances, incorporated in budgets). One important implication
of this study is that ex post funding can contribute to crowding out of good practices, as clubs that
overspend can be rewarded for their actions by having funds injected ex post.

Keywords: sports business; extraordinary funding; financial viability; soft budgeting; financial statements

1. Introduction

Despite substantially increased revenues (e.g., [1,2]), European club football has not
evaded financial distress, an issue also emphasised in [3] (p. 603), in which they claim that
‘Insolvency is a systematic problem in the world of European soccer’ (see also [4]). Another
feature inherent to European football is the widespread use of external benefactors. A
well-known example in this respect is Russian oligarch Roman Abramovich’s ownership
in the English Premier League (EPL) club Chelsea (see for example [5,6] claimed that
Abramovich had injected more than a billion Euros into the club. In other leagues, clubs
have traditionally been funded by industrial enterprises, such as Bayer and Bayer 04
Leverkusen, Fiat and Juventus, and Philips and PSV Eindhoven [7,8]. Thus, investors and
private benefactors inject vast amounts into the sport, as a means of financing sporting
ambitions, keeping clubs alive and promoting private interests, such as gaining influence.
Such excessive funding by benefactors provides a few clubs with a financial edge, leading
to a distortion of the competition. Consequently, some have labelled it ‘financial doping’
(see for example [9]), an expression first used by the former UEFA (Union of European
Football Associations, the governing body of European football) chief Lars Christer Olsson
in the context of the implementation of the UEFA licensing system [10].

Both the scope of financial distress and excessive extent of external funds have fueled
the need for financial interventions from regulatory bodies in Europe. In 2010, the UEFA
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introduced the Financial Fair Play Regulations (FFP) as an enhancement to the existing club
licensing regulations. The main motivation in FFP is to improve the financial performance
of European club football and to protect the long-term viability and sustainability (see Art.
2(2) therein). Consequently, the break-even requirement was added to increase the attention
on achieving a sustainable balance between its income and expenses in the football market
and to regulate the influence of external funding. FFP is a topic frequently discussed in
the literature (e.g., [9,11–19]). Attitudes towards regulations, however, differ. While [20,21]
suggest that such regulations are unnecessary due to the extremely low bankruptcy rates
in European club football, [22] (p. 22) argues that, ‘due to the specificities of professional
football in Europe resulting in an environment where soft budget constraint (SBC) of the
clubs prevail, regulation is deemed necessary to create a financial environment that does
not punish clubs, in sporting terms, that are trying to balancing their books’.

Based on the UEFA Benchmarking Report [23], European club football seems to be
recovering financially. In 2016, 26 of the 54 European leagues reported aggregated league
profits, an improvement from only nine leagues in 2011. There are, however, indications
of significant differences between leagues, as the UEFA Benchmarking Report highlights
that the non-top 20 leagues’ greater reliance on benefactors, transfer profits, and UEFA
club competition prize money may lead to larger fluctuations in financial performance
from year to year. Thus, there is a need to better understand the financial dynamics in
the non-top 20 leagues, especially as FFP and the break-even rule targets only clubs of a
certain size. For one, a deficit of €5 million over three years is considered an ‘acceptable
deviation’. For non-top 20 leagues, this constitutes a significant deficit. In addition, the
break-even rule permits an accumulated deficit of up to €30 million over three years, if
covered through equity injections. Subsequently, most non-top 20 leagues are too small to
be assessed under the break-even rule.

Against this background, the main contribution of this study is that we address the
issue of financial viability from a medium-sized European football league in Norway and
analyse whether funding from benefactors, henceforth referred to as extraordinary funding,
can help promote financial viability. Drawing on financial statements of Norwegian top
division clubs for men in the period 2014–2016, we critically discuss and reflect upon
whether extraordinary funding is beneficial for the financial viability of the football league.
Our research question is as follows: Under what circumstances can extraordinary funding
contribute to a financially viable football industry?

We define extraordinary funding as funding beyond FFP’s definition of relevant
income in football, which consists mainly of gate receipts, broadcasting, sponsorship,
advertising, and commercial income [24]. More specifically, we distinguish between
(i) capital injections, (ii) third-party ownership (TPO), and (iii) subordinated loans. Capital
injections stem from various benefactors, such as private persons, companies, and local
governments and thus resemble what [25,26] refer to as money injections. Further, for the
purpose of this paper, we address capital injections by distinguishing between share issue,
sporadic capital donations, and regular subsidies. Third-party ownership (TPO) is the
practice in which the ownership of players’ economic rights is held by a third party [27],
whereas subordinated loans are unsecured debt with the lowest priority.

Financial viability is, however, difficult to define clearly, and even more difficult to
capture in practice. The latter probably explains why the sports literature is scarce in
addressing financial viability per se. In its attempt to address finances in sports, differ-
ent approaches have been employed, and the most critical one deals with bankruptcy
(e.g., [28]). Others again have focused on insolvency (e.g., [3,4]). Rather than focusing on
these, this study is concerned with financial viability in which sound financial manage-
ment is of pivotal importance, especially in the long run. The stance taken is therefore
that financial viability goes far beyond bankruptcy and insolvency. Although these are
important, they are nonetheless primarily indicators of poor finances. In addition, they
are by nature of an ex post character, and can thus be argued to be biased by portraying a
more favourable financial situation than is the case. Equally important, financial indicators
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useful in predicting bankruptcy or insolvency include extraordinary funding and other
types of funding not dealt with in this study. Thus, to address financial viability we suggest
that a natural starting point is to analyse what has happened during the year by drawing on
extraordinary funding, rather than looking at the end-of-year financial situation. It can also
be argued that a financially viable football industry is fully compatible with bankruptcy
or insolvency, primarily because this is contingent upon club management. This can thus
be seen as a way to discourage other clubs from adopting similar poor financial strategies
and is therefore self-sustaining. Interestingly, UEFA Club Licensing and Financial Fair Play
Regulations [24] introduce the terms viability and sustainability, though without explicitly
defining their respective content.

The paper is structured as follows. Section 2 gives an overview of the dynamics in the
economics of European football, before addressing ownership objectives and regulations.
The Section 3 describes the research design briefly, followed by Section 4 which gives a
description of the Norwegian football context. In the next Section 5, empirical data are
presented and analysed. Section 5 directs attention towards the discussions and conclusions
in which implications of the study are included. Limitations and suggestions for future
research are presented in Section 7.

2. Background

A professional sports league consists of teams not only competing with each other,
but also cooperating in making products (i.e., matches) that are attractive to consumers
(e.g., [29–31]). According to [32], an attractive sports league needs to be both sportingly
and financially viable. Since the beginning of the millennium, there are examples of
European football leagues in which teams have been put into administration, (e.g., Leeds
United and Glasgow Rangers) and have even gone bankrupt (e.g., Lyn Oslo and Lyngby
FC). Reviewing the literature addressing the finances in the big five European football
leagues, [33] claimed that, apart from Germany, league profit is consistently negative.

Financial distress is not a new phenomenon in European football [3,20,28,32,34–37]
and raises the intriguing question of why clubs struggle in balancing the books. Are there
some common underlying mechanisms for financial distress in European football? The
nature of professional sports leagues and ownership objectives are a natural starting point
in this respect (see also, for example, [38] for descriptions of overinvestment environments
in European football and [28] (p. 58) for ‘The Causes of Insolvency in Professional Football’).

2.1. The Nature of a Team Sports League

A professional team sport includes several underlying mechanisms which, by nature,
may contribute to financial difficulties, most prominently envisaged by overspending.
Inequality in drawing power, and hence revenues, is well documented in the literature
(e.g., [7,39,40]). This implies that the club with the strongest drawing power obtains the
highest financial contribution from the best player (i.e., the player’s marginal revenue
product) and is hence in a position to offer the highest wage, ceteris paribus. Therefore,
the distribution of drawing power in a league is the main driver for the distribution of
sporting performance [41], illustrated in the literature by the relationship between budgeted
revenues and sporting performance [40]. Note that the level of market intervention is much
lower in European football compared to the North American major leagues (e.g., [7,20]).
The single most important driver for sporting success is players (sporting talent), an
issue reflected in the literature on the relationship between pay and performance [42–46].
This suggests that it is tempting for clubs to attract players either to improve the initial
sporting quality only based on drawing power or to keep the initial position (i.e., zero-
sum game (see, for example, [47])). Moreover, the process of attracting players strongly
resembles an auction process, as the winner of the auction will theoretically be the club that
offers the most. In an open sports market, these intertwined relationships might result in
overspending and situations characterized as the winner’s curse (see for example [48–50])
and thus contribute to financial distress.
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Traditionally, sporting prizes have been an integral part of professional team sports,
European football certainly being no exception. In this respect, and different from the
closed leagues in North America, the promotion and relegation system in Europe has been
conveyed as a driving force for financial challenges and difficulties [4,7,28,51]. Over the
years, the intensity for winning prizes based on regular season outcome has increased,
attributable to the number of prizes and the financial payoff from prizes. As for the latter,
according to UEFA.com (accessed on 30 January 2021), the distributed revenues for the
Europa League increased from app. €150 millions in 2010/11 to €560 millions in 2019/20.
In Norway, revenues for those participating in Europa League has more than doubled in
the last five years (to illustrate, both Molde and Sarpsborg 08 finished last in their groups
in the Europa League group stage in 2012/2013 and 2018/2019 respectively. While Molde
received EURO 2.73 million [52], Sarpsborg 08 received EURO 5.94 million [53], showing
that the distributed revenues had more than doubled in just five years). Moreover, the
widespread use of sporting prizes and clubs’ subsequent desire to attain prizes have been
linked strongly to the so-called arms race in European football (e.g., [21,25,54]. As such,
lucrative potential financial payoff (i.e., most prominently, qualifications to international
club tournaments arranged by the UEFA) introduces further incentives to attract sporting
talent (the club tournaments arranged by the UEFA can be viewed as post seasonal playoffs
from the domestic regular season). Thus, lucrative sporting prizes can contribute to
overspending, as the lure of potential payoff outweighs the risk of not attaining sporting
prizes, which is consistent with the reasoning in [55].

2.2. Ownership Objectives

The relationship between pay and performance poses challenges for decision makers
as increased spending is expected to be followed by better sporting performance, ceteris
paribus. Hence, clubs experience a trade-off between sporting success and financial aims.
In terms of ownership objectives, [34] characterized owners in European football as utility
maximisers, whereas [41] assumed profit maximizing in major league baseball in North
America (see [34] (p. 136) for the original objective function). In the prolonging of [34,56]
presented a simplified objective function by maximizing win percentage given a break-even
condition (see, for example, [25] for a short discussion. Sporting and financial aims are
mentioned in the North American literature as Sportsman-owner in [57] and later in, for
example, [58]. Further, the same two elements can also be used in a broader discussion
of institutional logics, as is shown in [59]). Based on a theoretical comparison with profit
maximization, [56] argued that the former results in a higher demand for sporting talent
and, subsequently, a higher wage level (see also [60,61]).

It is, however, worth noting that, among European football clubs, ownership structures
differ. While some leagues, such as Denmark [62] and England [63], allow that clubs are
limited companies, others such as Norway [62] require that football clubs are owned by
members. Clubs in the latter category may face external pressure for focusing on sporting
success above financial performance to a higher extent than clubs owned by investors, as
members have no prospect of financial payback. Further, in these clubs, members of the
board, and in some instances also directors, are usually elected by the club members. In
this context, sporting success is a means of being re-elected [64].

Win maximisers, due to their break-even condition, operate on the financial brink
and are therefore vulnerable to unfavourable variances in costs or revenues. In addition,
it is possible that a club’s ability to generate equity (i.e., retained earnings) is hampered.
The same goes for being able to adapt to unfavourable variances (less slack). The latter is
particularly relevant in this study, as football clubs can be characterized as being revenue-
sensitive, that is vulnerable to unfavourable changes in revenues, such as negative demand
shocks [3,4,28]. This issue is highly topical due to the ongoing COVID-19 pandemic.

Based on the discussions above, financial distress is understandable. However, the conun-
drum in European football is related to abnormally high survival rates (e.g., [4,22,65]). [34,66]
provided additional insight by introducing a general financial requirement in their models.

UEFA.com
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Although this financial requirement, which can also be an acceptable loss, is difficult to
justify from a financial perspective, the literature on soft budgeting (e.g., [22,33,65,67])
points to how and why this is feasible in practice. [65] claim that many European football
clubs operate subject to a soft budget constraint, as investors, public authorities, and banks
are willing to bail out clubs if necessary.

3. Research Design

The empirical data consists of financial statements for Norwegian football clubs in the
top division and their cooperating companies. In addition, we also build on a report by
Deloitte [68], based on the consolidated financial statements reported to the Norwegian
Football Association (FA). While the Deloitte report primarily is drawn upon to give an
overview of the finances for Norwegian top division clubs in 2016 and partly 2014 and
2015, the empirical data derived from the financial statements for Norwegian football clubs
and their cooperating companies are used to address extraordinary funding for the period
2014–2016. The two aforementioned time periods do not correspond, as the first Deloitte
report was published for the 2016 season. The process of obtaining financial statements
was, however, not straightforward. Thus, we focus attention on describing in detail how
empirical cases were selected, and why they were selected.

A total of 19 clubs participated in the Norwegian top division in the time period 2014–
2016 and formed the starting point. Unfortunately, we encountered several difficulties in
obtaining financial statements for clubs and their cooperating companies (limited compa-
nies). For one, the underlying challenge is that Norwegian football clubs are not obliged to
make their consolidated financial statements publicly available. We were, however, able
to extract club’s financial statements from a public register called Brønnøysundregisteret.
At the same time, in order to address extraordinary funding, we also needed financial
statements for the cooperating companies as our main interest was centred on transactions
between the football club and the cooperating companies. These transactions were pivotal
to the approach adopted to address financial viability. Our reasoning here is that traditional
financial key figures derived from end-of-year financial statements can be argued to be
biased from a financial viability perspective, simply because extraordinary funding and
other types of funding not dealt with in this study are included in the key figures. Thus,
focusing on the transactions, characterized as extraordinary funding, during the year,
provides important insights with respect to financial viability. However, as cooperating
companies below a certain income limit were exempted from having publicly available
financial statements, it was not possible to identify all financial statements. As a result, two
clubs were excluded at this point. For the remaining 17 clubs we faced other difficulties in
obtaining reliable empirical data. To illustrate, in several cases, financial statements were
too aggregated to provide information necessary to capture transactions between clubs
and cooperating companies. In other cases, revenues were not sufficiently specified, or
specified at all, making it impossible to detect extraordinary funding. Thus, the detailed
information required to accurately address extraordinary funding in a reliable manner thus
reduced our empirical data. Ultimately, drawing on the financial statements we were able
to identify extraordinary funding in twelve of the clubs. The analysis in Section 5 thus
presents findings drawing on these clubs. In total, approximately 100 financial statements
were analysed in the time period 2014–2016. Figure 1 provides an illustration of the data
collection process as it unfolded, and also shows the clubs excluded at the different stages.
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4. The Case of Norwegian Football

Historically, Norwegian football clubs have been structured as voluntary non-profit or-
ganizations, and full professionalism was first allowed in 1991. Norwegian league football
is, like most European leagues, structured as a hierarchical system with promotion and rele-
gation between the division levels. Based on revenues [68], the Norwegian top division can
be characterized as a medium-sized European league. Since the millennium, Norwegian
football has been subject to similar changes as other European leagues. Although total rev-
enues have increased, the revenue mix has shifted as broadcast and commercial revenues
overshadow matchday revenues. According to [68], commercial revenues accounted for
37% of total revenues in the 2016 season. Despite considerable overall growth in revenues,
the Norwegian top division has not evaded financial distress. One plausible explanation is
related to Norway being an exporter of player talent, implying that Norwegian football
clubs have come to depend on player sales. To illustrate, although Norwegian football
clubs had an operating profit (NOK 127 million) in the period 2009–2017, there would have
been a substantial loss without player transfers (NOK 932 million).

Norwegian football has some unique features. For example, all football clubs are fully
owned by their members. This implies that every member has an equal right vote in elec-
tions (i.e., board of directors). Clubs are, however, allowed to have formalized cooperation
with limited companies. In Norway, this is referred to as the ‘dual-model’. The principles
in the dual model are illustrated in Figure 2 and show that the club can have ownership
in subsidiaries (e.g., the pro shop and stadium), while the cooperating company can have
a holding company and/or subsidiaries. Further, this clearly captures the motivation
for the dual model related to the distinct separation between sporting activities, which
are reserved for the club, and non-sporting activities, which are reserved for cooperating
companies. The shadowed boxes represent those included in the consolidated financial
statement, whereas the white boxes represent third-party ownership (TPO).
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5. Analysis

Based on the consolidated financial statements in the Deloitte report [68], Table 1
shows revenues, costs, net player transfers, and operating profit in the Norwegian top
division for the years 2015–2016. Table 1 indicates large variations, as revenues span from
NOK 36 million to NOK 219 million in 2015 (1 EURO = 10 NOK). Note, however, that
the range in revenues is sensitive to participation and performance in the UEFA club
tournaments, as well as to the outcome of the promotion/relegation process. It is also
worth noting that operating profit is contingent upon player transfers.

Table 1. Revenues, costs, and operating profit (in NOK million) in the Norwegian top division 2015–2016. Range shows
minimum and maximum values. Standard deviations for league average are in brackets (not available for 2014).

2016 (N = 16) 2015 (N = 16) 2014 (N = 16)

League
Average (S.D.) League Range League

Average (S.D.) League Range League
Average League Range

Revenues 85 (37) 44–193 80 (49) 36–219 79 N/A

Costs 89 (38) 49–195 82 (47) 34–204 85 N/A

Operating
profit before

NPT
−4 (11) −26–18 −2 (−9) −11–20 −5 N/A

Profit player
transfers 11 (14) −3–49 9 (11) −1–34 6 N/A

Operating
profit 7 (14) −11–45 8 (9) −6–24 1 N/A

Source: [68].

Drawing on the Deloitte report [68], Table 2 presents the composition of the balance
sheet by focusing on the league average as the starting point. Variation is in this respect a
key property as portrayed by the standard deviations for the overall league average along
with the considerable spans in range. Table 2 also shows that total assets are quite modest
compared to the big leagues. To illustrate this, we draw on the UEFA Benchmark report
2016 [23]. As such, an average Norwegian top division team has total assets equal to 2.5%
of an average English Premier League team’s total assets. The corresponding number to the
other Big five European football leagues (Spain, France, Germany and Italy) combined is
7.9%. Another interesting observation from Table 2 is that tangible assets dominate, mainly
because many clubs have majority stadium ownership. It should, however, be noted that
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player rights owned by third-party companies are not included in the club’s consolidated
balance sheet.

Table 2. Balance sheet Norwegian top division (average and range in NOK million).

2016 (N = 16) 2015 (N = 16) 2014 (N = 16)

League
Average

Per Cent
of Total
Assets

League
Range

League
Average

Per Cent
of Total
Assets

League
Range

League
Average

Per Cent
of Total
Assets

League
Range

Intangible
assets

(player
registra-

tions)

7 6% 0–24 4 5% N/A 6 5% N/A

Tangible
assets 83 70% 0–328 60 64% N/A 87 75% N/A

Fixed
financial

assets
5 4% 0–35 4 4% N/A 20 17% N/A

Current
assets 24 20% 7–113 26 27% N/A 4 3% N/A

Total fixed
assets and

current
assets

119 100% 13–459 95 100% N/A 116 100% N/A

Equity 36 30% −1–265 30 31% N/A 27 23% N/A

Long-term
debt 61 52% 0–255 41 44% N/A 66 57% N/A

Current
liabilities 22 18% N/A–53 24 25% N/A 24 20% N/A

Total
liabilities

and equity
119 100% 13–459 95 100% N/A 116 100% N/A

Source: [68].

Equity also varies considerably, spanning from NOK minus one million to NOK
265 million. The biggest club, Rosenborg (Trondheim), accounts for 46% of the total league
equity in 2016. Excluding Rosenborg, the average equity ratio drops to 22%. The five
biggest clubs, equity-wise, all have majority ownership in their stadium. Overall, the large
variations make it difficult to compare the finances of Norwegian football clubs. However,
Tables 1 and 2 together give insight related to financial risk.

From a win-maximizing perspective, low equity is risky due to unfavourable variances
in revenues and/or costs. This suggests that a number of clubs are financially vulnerable.
By introducing the equity/revenues ratio (see Table 3), the notion of vulnerability becomes
apparent. Operating loss coupled with relatively low equity share signals a vulnerable
financial situation in Norwegian football. Additionally, player wages constitute the largest
cost for football clubs, which entails considerable financial risk given that a large proportion
of costs are fixed in the short term. To illustrate, in 2016, the total wage costs for Norwegian
football clubs were, on average, 53% of the revenues.
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Table 3. Revenues, equity, and equity/revenues ratio for the Norwegian top division clubs in 2016 (revenues and equity in
NOK million).

2016 2015

Club Revenues Equity Equity/Revenues
Ratio Revenues Equity

(Calculated)
Equity/Revenues

Ratio

Rosenborg 193 265 137% 219 228 * 104%
Brann 117 33 28% Second level
Molde 117 81 69% 159 77 48%
Viking 99 28 28% 113 39 34%

Strømsgodset 91 26 29% 95 20 21%
Lillestrøm 88 12 14% 87 3 * 3%

Odd 86 28 33% 86 27 32%
Sogndal 84 37 44% Second level

Vålerenga 82 6 7% 81 3 4%
Haugesund 81 10 12% 61 15 25%
Aalesund 63 11 17% 61 9 15%
Tromsø 59 17 29% 55 17 31%

Start 55 3 6% 58 −7 −12%
Bodø/Glimt 52 12 22% 46 11 24%

Stabæk 48 −1 −3% 51 7 14%
Sarpsborg08 44 11 25% 40 6 16%

Source: [68]. Note: Equity for 2015 is calculated by subtracting operating profit for 2016 from equity 2016. This is a simplification as finance
income and costs are not included. The latter is substantial in the two cases marked *. For Rosenborg the equity is derived from the official
consolidated financial statements, while Lillestrøm is calculated simply by applying the relative change in equity percent between the two
seasons on the absolute equity for 2016.

Based on Table 3, the majority of clubs have sufficient equity from the outset. However,
given the operating loss shown in Table 1, the financial status appears to be uncertain, as
some clubs operate on the financial brink. Further, when excluding net player transfers,
both in 2015 and in 2016 more than 50% of the Norwegian top division clubs would
have generated an operating loss [68]. More importantly, this suggests that even small
unfavourable variances can have major financial implications for clubs, in particular when
equity is low. Assuming that costs are fixed in the short run, a 10% drop in revenues
would have resulted in negative equity for clubs such as Stabæk, Start (Kristiansand),
and Vålerenga (Oslo). Overall, this shows that many clubs are revenue-sensitive, an issue
certainly topical given the current COVID-19 pandemic.

Other measures, such as the Altman z-score, could also have been used to address
financial vulnerability besides the equity/revenues-ratio. However juxtaposing equity and
revenues can be argued to be a good proxy for financial vulnerability, at least for the aim in
this study. As such, we introduce the equity/revenues-ratio to draw some overreaching
conclusions on the finances in the Norwegian top division. The fact that Norwegian top
division clubs are win-maximizing, and not profit-maximizing, coupled with the fact that
the majority of costs can be viewed as fixed, at least in the short run, implies that revenues
are essential in balancing the books. Thus, the equity/revenues-ratio is a satisfactory
proxy for financial vulnerability as clubs facing a low equity/revenues-ratio are exposed to
unfavourable changes in revenues and thus face the risk of losing their equity.

The purpose of the initial analysis has been to give an overview of the financial
situation in Norwegian football. As such, the purpose is not to provide a foundation for
generalizations, but rather to use the three years as a starting point to discuss if extraordinary
funding can contribute to financial viability. We therefore direct attention to the empirics of
dealing with extraordinary funding (drawing on the collected financial statements).

5.1. Capital Injections

Capital injections can be interpreted widely. For the purpose of this study, we make a
clear distinction between share issue, sporadic capital donations, and regular subsidies.
Table 4 provides an overview of capital injections in the Norwegian top division for the
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2015 and 2016 seasons and shows that capital injections constitute a significant proportion
of the Norwegian top division clubs’ financial resources. In 2015 and 2016, respectively,
7 and 8 of the 16 clubs on average received capital injections corresponding to 11% and
10% of revenues. It is, however, worth noting that the reliance of capital injections varies
considerably. This is evident as capital injections accounted for 33% of revenues for
Tromsø in 2015 and 26% of revenues for Vålerenga in 2016. Another interesting feature in
Table 4 is the unsystematic manner in which capital injections occur. While most clubs
receive capital injections on a regular basis, Viking and Vålerenga went from no capital
injections in 2015 to respectively NOK 17 million and NOK 21 million in 2016. Moreover,
juxtaposing the two years for all clubs suggests that capital injections are characterized
as both ex ante (e.g., Molde and Lillestrøm received the same amounts, respectively, in
2015 and 2016) and ex post (e.g., Viking). Overall, this shows that capital injections are an
important funding source beyond football-related revenues. However, as capital injections
are multi-faceted, we analyse and discuss issuing of shares, sporadic capital donations, and
regular subsidies separately.

Table 4. A summary of identified cases of capital injections in the Norwegian top division (NOK million).

Year 2015 2016

Number of clubs 7 8

Cases:
Aalesund 0.6 1.2

Brann 19.9 10.1
Lillestrøm 2.1 2.1

Molde 13.4 13.4
Sarpsborg 08 1.0 1.7

Start 4.0 0.0
Tromsø 18.3 7.7
Viking 0.0 17.0

Vålerenga 0.0 21.0

Total 59.3 74.1

Range 0.6–19.9 1.2–21.0

Average capital injection 8.5 9.3

Range percent of revenue 2%–33% 2%–26%

Average percent of revenue 11% 10%

5.1.1. Share Issue

Share issue is the process whereby a company passes on new shares to existing or
new shareholders. This raises the company’s equity, while also improving liquidity. In
Norwegian football, the issuing of shares is performed by the club’s cooperating company.

For issuing of shares, we draw on the case of Viking (Stavanger). At the end of
2015, Viking’s combined equity (i.e., the aggregated numbers for the football club and
the cooperating limited company) was approximately NOK 33 million. In 2016, revenues
dropped from NOK 113 million to NOK 99 million, and the combined operating loss
was about NOK 18 million, which accounted for more than half of the combined equity.
Interestingly, the loss for the (cooperating) limited company exceeded the equity in the
opening balance. This was dramatic given the one-year span, and equally important, a
continuance the next year would have resulted in negative equity. It should be noted that
this was partly attributable to non-sporting circumstances, in this case unusually low oil
prices [68]. Nonetheless, to overcome the financially strained situation the limited company
issued shares equivalent to NOK 17 million at the end of 2016. In this case, shares were
issued ex post, suggesting it was a means to overcome the financial difficulties experienced
by Viking. This case also highlights the revenue-sensitivity inherent to Norwegian football.
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Another example is derived from Tromsø. For 2014 and 2015, the aggregated con-
solidated loss in Tromsø was approximately NOK 10 million, equivalent to 8.7% of their
revenues for the same period. Consequently, equity dropped considerably, and at the
end of 2015, Tromsø experienced financial difficulties. To overcome the immediate crisis
and to ensure positive equity, at an extraordinary general meeting on 24 December, the
cooperating limited company decided to issue shares equal to NOK 14.3 million. This
ensured positive equity (11.2 million). Interestingly, the timing for the issuing of shares
clearly demonstrate that this was employed as a last resort to overcome a financial crisis.

Typically, investors invest in shares due to a potential future financial gain, but
the analysis revealed no cases with payments of dividend. Thus, these cases illustrate
how share issue in professional football can be interpreted as a donation rather than an
investment, especially compared to investment in conventional shares.

5.1.2. Sporadic Capital Donations

Sporadic capital donations refer to situations where benefactors typically inject capital
in an unsystematic manner. As such, sporadic capital donations resemble funding often
associated with non-profit organizations, such as charitable organizations. Sporadic capital
donations are recognized as revenues in the financial statements and therefore improve
both operating profit and liquidity.

During 2016, Vålerenga struggled financially, particularly due to weak liquidity. To
improve the financial situation, the majority shareholder in the cooperating limited com-
pany donated NOK 21 million to Vålerenga in 2016, equivalent to 26% of the consolidated
revenues. The donation was recognized as increased revenues in the profit and loss account
and helped Vålerenga report an operating profit of NOK 2.6 million. However, account-
ing for the modest consolidated equity by the end of 2016, NOK 6 million, the financial
situation would have been critical without the donation, ceteris paribus.

Another example of sporadic capital injections draws on Brann (Bergen). Brann were
somewhat surprisingly relegated after the 2014 season. This resulted in a substantial
decrease in revenues in 2015. Brann nonetheless generated operating profit in both 2014
and 2015, an issue attributable primarily to considerable capital donations from a private
person. More specifically, these amounted to NOK 19.9 million and NOK 21.7 million,
respectively in 2014 and 2015. These sporadic donations accounted for respectively 17
and 21% of their revenues. Equally important, juxtaposing the magnitude of the capital
donations to the consolidated equity at NOK 29 million at the end of 2015, suggests that
the capital donations, ceteris paribus, helped prevent financial distress.

5.1.3. Regular Subsidies

Unlike sporadic capital donations, regular subsidies are conveyed as capital injections
received on a regular basis. In the sports literature, subsidies are frequently associated
with contributions from the public sector, typically in helping finance sports stadiums
(e.g., [70]). Although this can be compared to both soft pricing and soft investments in the
soft budgeting literature [33], the stance in this paper is that regular subsidies go beyond
financing stadiums, and equally important, it can involve injections from private persons
and companies. This is in line with the reasoning in [8] (p. 275), emphasising that subsidies
‘encompass public subsidies by local authorities, private donations, and funds redistributed
to clubs by sports federations. The systematic manner in which regular subsidies occur
also implies that these are ex ante by nature and thus likely to be incorporated in planning
activities, most prominently budgets.

Start (Kristiansand) is one of the clubs that have received regular subsidies. After
relegation from the Norwegian top division in 2016, Start signed a deal with an investor
(company) in July 2017 (this company is outside the club, which means that it is neither a
(dual-model) cooperating company nor a TPO company). This deal provides Start with
NOK 40 million over a ten-year period. NOK 10 million was disbursed at the signing date,
while the remaining amount is distributed annually over the next 10 years.
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Another example is taken from one of the biggest clubs in terms of revenues, Molde.
Through two cooperating limited companies, Molde annually receives regular subsidies of
approximately NOK 13.4 million. In 2016, this accounted for 11% of the consolidated rev-
enues. As the financial situation in Molde has been healthy, with an aggregated operating
profit of NOK 15 million in the period 2014–2016, the motivation of these regular subsidies
is presumably not to prevent financial distress, but rather to give the club some financial
edge over its competitors.

5.2. Third-Party Ownership

Third-party ownership (TPO) involves private persons or companies buying and
owning the financial rights of football players. Compared to capital injections, this is
a more indirect type of extraordinary funding. TPO has been highly controversial and
was banned by FIFA in May 2015. In Norway, TPO is still possible, though with some
reservations [71]. In the 2016 season, 6 of the 16 clubs in the Norwegian top division
used a TPO company to finance investments in player rights. Drawing on Strømsgodset
(Drammen), Table 5 shows the different companies cooperating with Strømsgodset, along
with the book value and amortization of player rights for each company. Interestingly,
although all three companies have ownership in player rights, only Strømsgodset Fotball
Ltd. is included in the consolidated statements. In the period 2014 to 2016, the amortization
of player rights totals about NOK 17.9 million. However, because Drammenspatriotene Ltd.
and Meetball Ltd. are not included in the consolidated financial statements, Strømsgodset
avoided a cost of NOK 9.9 million. The use of TPOs to invest in player rights has therefore
helped mitigate financial risk, as there are no costs for the club related to financing player
rights (i.e., interest costs). In addition, the use of TPOs can be a means for heavy investments
in player rights, at least compared to traditional lending arrangements. The club, however,
runs the risk of not cashing in on future player sales.

Table 5. Strømsgodset 2014–2016 (NOK million).

Consolidated
Book Value of Player Rights Amortization of Player Rights

2016 2015 2014 2016 2015 2014

Strømsgodset Yes 0 0 0 0 0 0
Strømsgodset Fotball Ltd. Yes 10.2 5.6 4.1 4 2.5 1.5
Drammenspatriotene Ltd. No 1 2.7 4.8 1.7 2.1 2

Meetball Ltd. No 0.6 1.6 3 1 1.3 1.8

Note: Ltd. is translated from the Norwegian terminology ‘AS’.

Bodø/Glimt, one of the lesser football clubs in terms of revenues, adopted a similar
approach. Table 6 shows that Bodø/Glimt generated a marginal operating profit (ranging
from NOK 0.7 million to NOK 1.2 million) each year in the period 2014 to 2016. The TPO
company, Nordlandsglimt, was not included in the consolidated statements and their
considerable operating losses in the period did not influence the finances in Bodø/Glimt.
This example shows that Bodø/Glimt’s financial situation would have been far more
strained if the TPO company had been included in the consolidated financial statements
for Bodø Glimt.
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Table 6. Bodø/Glimt and Nordlandsglimt Ltd. (NOK million).

Bodø/Glimt Nordlandsglimt Ltd.

2016 2015 2014 2016 2015 2014

Amortization of player rights/squad 0 0 0 3.3 4.1 4.1

Operating profit/(loss) 0.7 0.9 1.2 (1.6) (1.0) (4.6)

Player transactions
Additions 0 0 0 2.7 1.8 4.6
Disposals 0 0 0 (4.8) (1.0) (0.2)

Book value player rights (end of year) 0 0 0 9.2 9.9 12.2

Book equity (end of year) 11.7 10.9 9.9 7.6 9.2 10.2

To further illustrate the use of TPO, we draw on Brann. In the annual report for the
financial year 2015, the club states that two TPO companies were involved in the signing of
four players. Given the club’s financial situation at this point, with decreased revenues due
to relegation, this helped the club increase their sporting quality in a financially demanding
situation. In fact, the board of directors’ report explicitly states that these signings would
not have been possible without the support from TPO companies.

5.3. Subordinated Loan

The last type of extraordinary funding dealt with in this study is subordinated loans,
which is defined as an unsecured debt with lowest priority. It is also important to note
that a subordinated loan is part of the club licence defined equity [69]. In turn, this equity
is defined as the total of book equity and subordinated loan (additional to some other
possibilities). Interestingly, this suggests that subordinated loans are tempting to draw in
order to overcome negative equity.

For the period 2014–2016, two Norwegian clubs have reported negative equity on
four occasions: Start in 2014 and 2015 and Stabæk in 2014 and 2016. To avoid sanctions
and, at worst, relegation, they drew on subordinated loans from local governments or
private entities. Interestingly, but perhaps not surprising per se, subordinated loans were
employed on an ex post basis, providing further evidence of subordinated loans being
a last resort to ensure positively defined equity. Further, it is no coincidence that, more
than often, local governments are the ones providing subordinated loans to clubs. This
shows that clubs can exert pressure on local governments for bailouts, as the alternative
is bankruptcy. Thus, paradoxically, the bankruptcy option leaves clubs in a favourable
position negotiation-wise. However, such public funding is problematic from a welfare
economics perspective, as the burden is transferred to the taxpayers.

6. Discussion and Conclusions

The initial financial analysis suggested that Norwegian football clubs, at least on
average, were characterized as seemingly healthy, financially speaking. It is, however,
important to note that the diverse types of extraordinary funding are included in the
financial figures. The implication derived from this is that financial figures presented
early on are bound to be somewhat inflated. Equally important, the empirical findings on
extraordinary funding have been treated separately. Combining these is therefore necessary
to get a better understanding of extraordinary funding in relation to financial viability.
Recall, however, that the main purpose of this study is to address this issue using financial
statements for football clubs and their cooperating companies. The aim is therefore not
to generalize findings as such but rather to offer some interesting perspectives on the
complex relationship between finances in football and financial viability by drawing on
extraordinary funding as a phenomenon.

As such, this study clearly shows that several different types of extraordinary funding
are in play, and that football clubs seem to have wide discretion on how to obtain additional
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funding. Interestingly, but not surprisingly, the different types of extraordinary funding are
not mutually exclusive, evidenced by the fact that numerous football clubs draw on several
types in conjunction (e.g., Tromsø and Start). More important, this suggests that different
benefactors are involved, including private persons, companies, and local governments.
In addition, making a clear distinction between different types of extraordinary funding,
and treating these as isolated from one and other, creates a false impression of the actual
magnitude of the finances of football clubs attributable to extraordinary funding as a
whole. Rather, we argue that extraordinary funding as a phenomenon constitutes a rather
significant proportion of total league revenues. Extraordinary funding as portrayed in
this study is, however, multifaceted. Thus, it is misleading to argue that it is negative for
financial viability as such. Based on the empirical findings and the literature reviewed, we
offer a nuanced view on this matter in the following sections.

As a starting point, it is possible to argue that the extraordinary funding is problematic
from the outset as it stems from non-footballing activities. This is made more topical, as this
study does not depict absolutely all types of non-footballing related funding. To illustrate,
local governments helping to finance stadiums and annulments of debt, just to mention
a few, are beyond the scope of this study. It is also possible to argue that extraordinary
funding, regardless of its character, is beneficial simply because it brings money to the
sports [21]. However, this is naive, and a more critical approach is warranted from a
financial viability perspective.

Juxtaposing the different types of extraordinary funding dealt with in this study,
some important issues stand out. For one, and consistent with the reasoning in FFP, the
distinction between ex ante funding and ex post funding is of great importance. From a
management accounting perspective, the latter can, in many instances, be characterized
as ways to overcome a desperate financial situation. Relevant in this respect, [72] (p. 442)
claimed that ‘financial disaster often is averted only because of donations from boosters’.
This study provides examples that resemble rescue missions, most notably related to
share issuing but also related to sporadic capital donations. In general, problems related
to extraordinary funding made ex post can be linked to the soft budgeting literature
(e.g., [22,65]). As such, extraordinary funding made ex post only contributes to cloaking
the fundamental problems in practice, namely inadequate management accounting and
control. Put differently, if there are no sanctions due to inadequate finances, what is really
at risk for clubs? Interestingly, [49] (p. 14), drawing on the French Ligue 1, claimed that
‘clubs’ budget constraints will remain soft as long as the threat of bankruptcy or definitive
liquidation continues to be more a potential rather than a real practical perspective’. Thus,
the extremely high survival rate, is not a reflection of sound financial management, but
rather attributable to someone bailing out clubs. This, in turn, raises the all-important
question related to team sports: can we expect clubs to learn from their mistakes if ‘escape
routes’ are easily available? Against this background, our study shows that several clubs
have repeatedly drawn on different types of extraordinary ex post funding mainly to
overcome financial distress, an issue certainly not compatible with long-term financial
viability. On the contrary, and in line with the reasoning in [73], ex post funding can
result in risk escalation, as clubs may come to take on extensive risk by gambling on
sporting success. Similarly, [26] showed that the possibility of being bailed out induces
decision makers in clubs to take riskier investment decisions. Put differently, the findings
in [26,73] suggest that the attitude towards risk and the perception of it are altered. In
terms of our empirical data, this can help explain why some Norwegian football clubs
have made repeatedly use of ex post funding. This is nonetheless unfortunate in terms
of financial viability. Evidence from the soft-budgeting literature emphasize that a major
problem is related to dysfunctional behaviour [25]. Rescue missions, such as share issues,
provide football clubs with no incentives to reduce spending. In contrast, by spending
more money, they are simply likely to obtain funding they otherwise would not receive,
an issue certainly harmful for financial viability. It is plausible to argue that ex ante
expectations of ex post extraordinary funding, if clubs experience financial difficulties,
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will have unfortunate implications by encouraging behaviour, and hitherto decisions and
actions, that is counterproductive to financial viability. Against this background, a worst-
case scenario is that this will favour clubs that are prone to overspending and subsequently
contribute to the diffusion of non-viable strategies. Although hardening devices such as
the abolishment of TPO and the dissolution of ex post funding have a potential to prevent
such strategies, the empirical data drawing on Norwegian football clubs offer little support
in this respect.

In a similar vein, considering the strong interdependency within a league (e.g., [29,74])
gives additional insights into problematic issues related to ex post funding in general
and, more specifically, overspending. In line with the pay and performance literature
(e.g., [42–46]), overspending made possible partly by ex post funding is likely to trigger
increased spending also by other clubs (e.g., zero-sum game). This implies that football
clubs focusing on sound financial management may, in fact, end up suffering sporting-wise
and subsequently also financially due to worsened sporting results, including missing
out on sporting prizes ([47] show on the basis of [75] that for the Scottish Premier League
in football for the 2000/2001 season, the only club reporting a positive operating profit
finished last in the league). Relevant in this context, [73] suggested that clubs operating
with a hard budget constraint are left with two options: accept sportive decline or operate
with a soft budgeting constraint. This in turn implies that poor practices are likely to
be diffused among football clubs, as clubs focusing on sound financial management are
crowded out by clubs that are allowed to operate under soft budget constraints. This results
in adaptations counter-effective to the financial integrity of the football industry. [25,76]
went as far as to label the competition in football as a ‘zombie race’ since competitors are
technically bankrupt. Thus, the fundamental problems lie herein, as most clubs are not in a
situation where they face a hard budget constraint.

Ex ante extraordinary funding, most prominently regular subsidies, is, from a financial
perspective, less problematic in terms of financial viability. Regular subsidies are likely
to be part of the planning process and thus incorporated in the budgeting process and
consequently more in line with sound financial management. Secondly, future funding
is contingent upon a history of sound financial club management. Thus, in the absence
of good housekeeping, clubs may curtail future possibilities of extraordinary funding
received ex ante, an issue that provides incentives that promote sound investment deci-
sions. From this perspective, ex ante extraordinary funding is compatible with financial
viability. However, there are still reasons for concern. For one, it can cause financial
slack, as clubs may come to depend on ex ante funding (see for example [77]). Given the
current COVID-19 pandemic, the financial goodwill from private persons and companies
should not be taken for granted. For cyclical upturns, this is not necessarily a problem.
Cyclical downturns in conjunction with the revenue-sensitive nature inherent to football is,
however, potentially harmful to the financial viability per se. Furthermore, in cases with
public funding the burden is placed on the taxpayers which is problematic from a welfare
economics perspective.

This study shows that addressing extraordinary funding and financial viability is a
complex, yet important, issue. Despite rather limited empirical data, this study contributes
to the ongoing debate on football finances and financial viability (e.g., [3,4,28,37,74]). Based
on the empirical data, we argue that extraordinary funding per se is not negative, primarily
because it brings sorely needed money to the sport. However, we argue that the manner in
which extraordinary funding is drawn upon is of great importance and that it has direct
as well as indirect implications for financial viability. As for the direct implications, these
are most prominently attributable to ex post extraordinary funding. The empirical data
show that in the case of share issue, extraordinary funding ex post can be seen as rescue
missions, i.e., funding drawn upon solely to overcome financially desperate situations.
As for the indirect effects, these are also closely related to extraordinary funding ex post,
but go beyond, as these are concerned with the behavioural implications derived from
the availability of extraordinary funding. Examples stressed in this study emphasize
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problematic issues related to its potential of altering attitude towards risk, the diffusion of
overspending strategies, and the diffusion of poor practices, issues that coincide with the
reasoning in the soft budgeting literature. Balancing the injection of money to the sport
and the long-term financial viability of the sport is therefore a delicate matter that requires
unique understanding, more specifically on how different types of extraordinary funding
are used, and hitherto their implications on club behaviour in relation to financial viability.

This study issues a call for regulatory bodies to take on a proactive role in promoting
financial viability, primarily by providing incentives for decisions, such as those related to
extraordinary funding, that are in line with sound financial management. This requires
that regulatory bodies understand the ways in which football clubs can attract additional
funding, also beyond those dealt with in this study. Equally important, regulatory bodies
need to understand the implications on financial viability that can be derived from different
types of funding. Although trivial, the empirical data on subordinated loans clearly
illustrate that this is lacking in practice. The availability of subordinated loans, as part of
the financial reporting that clubs are obliged to report on to the Norwegian FA, at best
sends mixed signals and at worst rewards poor practices. As for the latter, it is evident that
the answer to overcome negative equity, paradoxically enough, is to borrow more money
(a subordinated loan). Subordinated loans thus provide clubs with an exit opportunity if
things get out of hand, financially speaking. To make matters worse, clubs are made aware
of this exit opportunity in the financial reporting system provided by the regulatory body,
in this case, the Norwegian FA [69].

In the prolonging of this, it is worth noting that Financial Fair Play (FFP) has prohibited
clubs from drawing on ex post funding. Simultaneously, FFP has been criticized for
providing clubs incentives to convert ex post funding to ex ante funding [73,76]. This
in turn implies that clubs adapt to regulatory demands in ways not necessarily in line
with financial viability. The key to effective regulations is therefore to understand and
consequently anticipate how clubs will respond to changes in regulations. For regulatory
bodies, however, the cost of regulations can be substantial, a point emphasized in [21]
(p. 223) on European football, as it is claimed that “misdirected regulations that undermine
efficiency also have the potential to drive resources away from Europe”. For regulatory
bodies, the balance between maintaining an attractive sport and financial viability is
therefore difficult in practice. This is made even more difficult as an attractive sport is
contingent upon several issues, in which competitive balance is pivotal. Although not
addressed explicitly in this paper, extraordinary funding is also likely to have implications
for the competitive balance of sports leagues [11,17–19].

Another implication is that the financial status goes far beyond bankruptcy rates.
This implies that (extremely) low bankruptcy rates is per se not a satisfactory indicator
of the financial situation of clubs or the league. This study shows that going beyond the
key financial figures, often found in financial regulations, is necessary to better grasp the
financial situation of clubs as well as the league as a whole. Thus, financial figures contain
too much noise, due to the inclusion of extraordinary funding, to mirror the financial
situation in an informative manner.

7. Limitations and Suggestions for Future Research

Despite the rather limited empirical data in this study, the study would benefit from
richer empirical data in the sense that it would be possible to unveil patterns related
to the use of extraordinary funding, e.g., whether the use of extraordinary funding is
increasing over the long-term or whether certain types of extraordinary funding are more
frequently employed than others. This would have allowed for a comprehensive and
complete mapping of extraordinary funding as a phenomenon. In practice, however,
this is not possible as the complete financial statements are reserved for the Norwegian
Football Association. As this study builds on a unique ownership model, it also provides a
promising avenue for future research by comparing results across countries with different
ownership models. Interestingly, in a similar vein, based on their co-citation bibliometric
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analysis, [78] propose comparing membership-owned clubs in Spain (e.g., FC Barcelona
and Real Madrid CF) with European football clubs organized as limited companies.

Based on the findings in this study, several other issues should also be addressed
in future research. For one, there is a need to understand the decision-making processes
in football clubs in practice (e.g., by applying agency theory), and in particular how
football clubs balance sporting ambitions and finances in general, including extraordinary
funding and financial regulations. From a theoretical perspective, institutional logics and a
focus on competing logics (e.g., [59]) would be a natural starting point in this respect. In
addition, studies should aim at understanding the conditions that trigger specific types
of extraordinary funding, as this would allow for a more effective regulation of football
clubs in the sense that funding depicted as a threat to the financial viability of football
clubs (e.g., rescue missions) could be avoided at large. Future research should also focus
on funding sources not dealt with in this study, such as those related to financing stadiums,
as these are of a substantial financial character. In addition, the effects of extraordinary
funding and other funding sources on competitive balance are interesting and worthy of
future investigation.
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