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This study examines how financial resources influence sporting success in the English
Premier League by integrating Resource-Based View and Dynamic Capabilities into a
conceptual multi-layered framework. Although the relationship between money and
performance has been widely studied, the recent significant changes in football’s financial

landscape create a clear need for renewed analysis.

The dataset consists of five Premier League clubs throughout the 2018/2019-2023/2024
seasons. Using descriptive analysis and multiple regression models, the study analyses how
revenue, wage expenditure, and the wage-to-revenue ratio affect overall performance

across all competitions.

The findings support earlier research, indicating that financial resources, especially wage
expenditure positively influence sporting performance. However, short-term revenue
spikes do not appear to have a systematic impact on results, and excessive allocation of
resources to wages may weaken sporting success. Overall, the study highlights that while

money matters, only its effective utilisation leads to sustained competitive advantage.
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Tama tutkimus tarkastelee, miten taloudelliset resurssit vaikuttavat urheilulliseen
menestykseen Englannin Valioliigassa hyodyntamailld resurssipohjaista nakdkulmaa ja
dynaamisten kyvykkyyksien teoriaa. Vaikka suhdetta rahan ja urheilullisen suorituskyvyn
vililld on laajasti tutkittu, viime vuosien merkittdviat muutokset jalkapallon taloudellisessa

toimintaymparistossé luovat selkeédn tarpeen jilleen tarkastella asiaa.

Aineisto koostuu viidestd Valioliiga joukkueesta kausilta 2018/2019-2023/2024.
Kuvailevien menetelmien ja monimuuttujaregressio mallien avulla tutkimuksessa
analysoidaan, miten litkevaihto, palkkamenot seké niiden suhde vaikuttavat

kokonaismenestykseen kaikissa kilpailuissa.

Tulokset tukevat aiempaa kirjallisuutta, osoittaen taloudellisten resurssien, erityisesti
palkkamenojen positiivisesti vaikuttavan urheilulliseen menestykseen. Lyhytaikaisilla
tulopiikeilld ei sen sijaan ndytd olevan systemaattista vaikutusta urheilutuloksiin, ja
liiallinen resurssien kohdentaminen palkkoihin saattaa heikentdd menestysta.
Kokonaisuutena tutkimus korostaa, ettd vaikka raha on tarkedd, vain resurssien tehokas

hyddyntdminen johtaa kestavéan kilpailuetuun.



Contents

I INErOAUCHION .ottt sttt sb ettt e bt e aesetesbeenaeas 1
1.1 Back@round...........coouooiiiiiiiiiii e 2
1.2 Aim and Research QUESTIONS ........ccuuiiiiiiiiiii e e 3
1.3 Research MethodOLOZY .......ccoviieeiiieiiieeee et 6
1.4 Structure 0f the STUAY .....eeviieiiieeie e e 7

2 Theoretical FTameWOTK ..........ccccieiiiiiiriiiieieiieieeeseee et s 8
2.1 Resource Based VIew (RBV) ..oooiiiiiiieeeeeeeeeeeee e 8

2,11 VRIN ettt ettt e et esse e b e enaesseenteentesneennens 9
2.1.2 RBV CIIEICS weteutiiieiieieeiiesieeie ettt sttt sttt sttt sae et s 11
2.2 Dynamic Capabilities (DC) .....cceerieiiiieriieiieiie ettt 13
2.2.1 Definition and Core Terminology..........ccceveeruierierieiiienie e 13
2.2.2  The Three Dimensions of Dynamic Capabilities..........cccccrvuerieniericneeneennnene 14
2.3 Applications of RBV and DC in Sports Literature ..........ccceeeveereeecieenieenneennnnne. 15
2.3.1  RBV N SPOIES.ciiiiiiiieiiieiiecie ettt ettt ettt saeete e e esseessaeenseesaneenseensnas 15
2.3.2  Dynamic Capabiliti€s N SPOTLS ......cccueeriiiriieiiieiieeie et 17
24 The Football Industry as a Business Environment ..........c..ccoceevevieninncnicnennens 18

2.5 Conceptual Framework: Multi-layered Model of Resources and Capabilities.... 19

2.5.1 Physical RESOUICES .......cccvieeiiiieiiieeiieeeiie ettt e 20
2.5.2  HUuman RESOUICES ......c..ooiuiiiiiiiiiiieeiieeeee ettt 20
2.5.3  Organizational RESOUITES .........ccoeriirieniiiiiinienieeieeeenie et 21
2.5.4 Multi-layered Framework ..........ccccooiriiiiiiiiniiniiieeiceceecee e 22

3 MEthOOIOEY ..coiueiiieiiie e ettt e et e e st ee e et e et eenabeeennaeeens 25
3.1 Research DESIZN ......oeeiiiieiieeiieceeeee e 25
3.2 ReSEArCh Data ......cc.eiiiiiiiiiiee e 25
33 Research Methods..........ooeiiiiiiiiiiiii s 27
3.3.1 Descriptive Analysis and Correlation MatriX .........cccceeevveercieeeniieeencieeesvee . 27
3.3.2 Linear Regression ANALYSIS ....cccvieeciieeiieeniiieeeiieecieeeeiee e esveeeiveesnveeseneas 28

34 Research Limitations .........cccevevieiierieniiiiiienceeet et 30

4 FINAINES c.eteetieeie ettt ettt e ettt et e et e et e e bt e etaeebeeeateenbeesnaeenneens 32
4.1 Data DESCIIPHION ....veeeiiiieeiiieciieeeiee et et e et e e et eeeaeeeeaeeesaeeesabeeessseeesseesnnseeens 32
4.2 The Impact of Financial Resources on Sporting SucCess .........evvvvverveeerveernnneenns 37

4.3 Additional FINAINGS ....c.eeeovieriiiiiiiiie et e 40



4.3.1  ReEVENUE SPIKES...uviiiiiiiiiiiiciieie ettt ettt e e 40

4.3.2  Optimal Wage LevVel.......ccoioiiiiiiiieeecee e 42

4.4 Summary of FINAINGS........ccoviiiiiiieiiieceeee et 45

S DISCUSSION. ..ttt ettt ettt ettt b et sb et sat e bt et e bt e bt et sae e bt et eaeeas 46

0 CONCIUSIONS ..ttt ettt et sb et sttt et e bt e bt et saeenaeenteeaeeaes 49

6.1 Significance of the RESUILS ........c.ccoviiieiiiiiiieeeeee e e 51

6.2 Limitations and Further Research...........c.ccoooiiiiiiiiiiicce, 51

RETRIOICES ...ttt ettt ettt et e bt e et e seteenneens 53

A PPENAICES. ....vieivieeiieetieeite et ettt e et e et eeaeebeestaeesteeesbe e st e ssbeeseeetseenbeensseetaeeabeenseeesseennaens 60
List of figures

Figure 1. Conceptual framework: Multi-layered model of resources and capabilities
Figure 2. Comparison group revenue from 2018/2019 to 2023/2024

Figure 3. Comparison group wage expenditure from 2018/2019 to 2023/2024
Figure 4. Wage-to-revenue ratio from 2018/2019 to 2023/2024

Figure 5. Total score from 2018/2019 to 2023/2024

Figure 6. League points from 2018/2019 to 2023/2024

Figure 7. Line charts of league and cup performance

Figure 8. Highest revenue spikes (£m) and their impact on total score

Figure 9. Scatter plot of changes in revenue and sporting performance

Figure 10. Non-linear relationship between wages and total score

Figure 11. Relationship between wage-to-revenue ratio and total score

Figure 12. Illustration of the conceptual framework

List of tables

Table 1. Comparison group’s averages from 2018/2019 to 2023/2024
Table 2. Correlation Matrix

Table 3. First regression model

Table 4. Second regression model

Table 5. Third and fourth regression model



Table 6. Fifth regression model

Table 7. Total score and wage-to-revenue ratio each season for every club

List of Appendices

Appendix 1. Graphical assumptions of the first regression model
Appendix 2. Graphical assumptions of the second regression model
Appendix 3. Graphical assumptions of the third regression model
Appendix 4. Graphical assumptions of the fourth regression model

Appendix 5. Graphical assumptions of the fifth regression model



Turnitin

The originality of this thesis has been reviewed with the Turnitin similarity checking

service.

Al usage

The author of the thesis, Elias Rogard, used the following Al-tools during the preparation of
the thesis:

1. ChatGPT

a. Purpose of use: Idea generation, formatting the references, and improving the

academic tone of the text.

b. Explanation of the use of the tool: ChatGPT was used to suggest possible
research topics aligned with the author’s field of study. The tool also
supported the consistent formatting of references. Additionally, it was used
to correct grammar, enhance the academic tone of the text, and improve

overall clarity.

Responsibility

The author, Elias Rogérd, takes full responsibility for the content of this thesis and has

reviewed and edited the content generated by the possible use of Al tools.



1 Introduction

Football has transformed from a working-class pastime into a multi-billion-dollar global
business (Baroncelli & Lago 2006). It is widely regarded as the most popular sport in the
world, engaging billions of people across the globe (Giulianotti 2012; Matheson 2003). For
example, the 2022 FIFA World Cup in Qatar generated a total of 5 billion engagements
across all media platforms, equivalent to more than 62% of the World’s population (FIFA
2022). Naturally, with such global reach, football also attracts immense financial power.
However, this financial power has not been evenly divided, creating huge gaps between
clubs (Calahorro-Lopez & Ratkai 2024). Most of the resources are concentrated in Europe’s
top five leagues: the English Premier League, Spain’s La Liga, Italy’s Serie A, Germany’s
Bundesliga and France’s Ligue 1(Deloitte 2025a). Within these leagues, the majority of the
money flows to a handful of elite clubs, leading to a growing competitive imbalance (Storm

& Solberg 2018).

Among these leagues, the English Premier League stands as the crown jewel. It is by far the
most popular, and that popularity translates directly into revenue. In the 2023/2024 season,
the English topflight generated €7,4 billion in revenue, accounting for nearly 20% of the
total revenue generated by all European football leagues that season (Deloitte 2025a;
Deloitte 2025b). In comparison, Germany’s Bundesliga came second with €3,8 billion
(Deloitte 2025b). Has this wiped out the element of surprise in football? Are English teams
truly overpowered? Far from it. In the past 13 years, an English team has been crowned
champions of Europe only three times (UEFA 2025). Financial resources provide clubs with
the means to build competitive squads with higher-quality players (Bisceglia et al. 2018),
but they do not explain success on the pitch in a straightforward way. Ferri et al. (2017)
emphasized that the crucial factor is not the number of resources a club possesses, but rather
the quality and how those resources are utilized. This reasoning aligns with Barney’s (1991)
Resource-Based View (RBV), which argues that sustainable competitive advantage arises
from the efficient and strategic use of resources rather than from their mere amount. The
recent cases of Leicester City and Lille provide empirical illustrations of this logic. In 2016,

Leicester City won the English Premier League despite operating with the fifth lowest budget



in the league (Capology). More recently, in 2021, Lille was crowned as the champions of
the France while operating with a comparatively modest budget of approximately €28
million, in a stark contrast to the runners-up Paris Saint-Germain, whose budget was around
€250 million (Capology). While revenues and financial power have grown substantially,
success cannot be solely explained by money alone. This paradox provides the basis for this

study.

1.1 Background

English football clubs do not operate like traditional sports clubs, they operate like large
corporations (Rohde & Breuer 2016; Holzmayer & Schmidt 2020). Football has become an
enormous business, but it’s not a regular one. Whereas organizations are generally required
to perform and communicate their achievements to stakeholder, this is relatively
straightforward when the firm follows a single performance logic, such as profit
maximization (Ferri et al. 2017). However, the situation becomes more complex when
multiple performance logics coexist, forcing organizations to balance competing objectives.
Football clubs are dealing with this paradox. They pursue both profit maximization, as
business entities and utility maximization, which refers to success on the pitch. The latter

logic is more publicly visible and is what most of the fans prefer. (Ferri et al 2017).

In English football, financial returns on investments have traditionally not been considered
a primary objective (Buraimo et al. 2006). However, Wilson et al. (2013) argue that this
logic began to shift following the American Glazer family’s acquisition of Manchester
United in 2005, the first major takeover in which profit generation appeared to be a central
motive. Previously, owners were often willing to sacrifice financial performance in pursuit
of sporting success (Sanchez et al.2019). As Sanchez et al. (2019) demonstrate in their study
on the relationship between sporting performance and profitability, the ownership structure
of English football clubs has undergone significant change. The rise of foreign investors
highlights how owner’s objectives can differ. Currently, only three Premier League clubs
have majority English ownership, while the remaining seventeen are majority foreign owned

(Weatherspoon 2025).

Most clubs that prioritised utility maximization over profit maximization formed a group

characterised by heavy loss-making business models which in “normal” industry, would



likely lead to bankruptcy (Miiller et al. 2012). These clubs avoided bankruptcy by relying on
wealthy individuals, commonly referred to as “sugar daddies” to cover their financial losses
and sustain operations (Miiller et al. 2012). This business model proved unsustainable, as
the combined debt of clubs in Europe’s top leagues rose from €0,6 billion in 2007 to €1,5
billion in 2010 (Caglio et al. 2023). This situation alerted the Union of European Football
Associations (UEFA), as many clubs were facing severe financial problems and the overall

business model of professional football seemed to be becoming unsustainable (Caglio et al.

2023).

In response, UEFA introduced the Financial Fair Play (FFP) regulations in 2011, requiring
clubs to align their expenditure more closely with their revenues and to “live within your
means” (Caglio et al. 2023). This shift in ownership objectives, the introduction of new
financial regulations, and the ever-growing sums of money flowing into football through
broadcasting rights and sponsorship deals together make it particularly relevant to examine

the impact of financial resources on sporting success.

From a theoretical point of view, the relationship between financial resources and sporting
performance can be examined through the Resource-Based view (RBV) of the firm (Barney
1991). According to Barney’s (1991) RBV theory organizations achieve a sustainable
competitive advantage, when they possess resources that are valuable, rare, inimitable, and
non-substitutable. In the football industry, financial capital operates as a central strategic
resource that enables clubs to acquire sporting talent, technology and managerial expertise.
However, RBV emphasizes that the mere possession of the resources is not enough.
Competitive advantage is possible to create, when a firm acknowledges these resources and
utilizes them effectively (Barney 1991). This theoretical perspective helps to explain why

financially strong teams do not always achieve superior sporting outcomes.

1.2 Aim and Research Questions

Sport economics literature has long suggested that the role of payroll is one of the strongest
predictors of sporting performance. This is demonstrated in one of the foundational papers
in sport economics by Szymanski and Smith (1997), who examined the English football
industry and found an extremely strong correlation between wage bills and league position,

suggesting that payroll plays a decisive role in club performance. Similarly Arnold (1991)



found that sporting success positively influences financial performance, and this relationship
was later confirmed by Szymanski and Kuypers (1999). Previous research indicates a
positive relationship between financial resources and success on the pitch, as discussed by

Rohde and Breuer (2016) in Europe’s Elite Football.

Although this might give the impression that the topic has been extensively explored, this is
not the case. Many researchers have called for further investigation. Rohde and Breuer
(2016) note that structural changes in club ownership, the rise of foreign investors, and the
evolving financial incentives of past two decades have created a new need for research. They
also note that the escalation of prize money in international competitions has shifted the
competitive dynamics within the sport, leading clubs to favour international success over
more traditional domestic success. According to Di Simone and Zanardi (2021), despite
numerous studies examining the relationship between financial and sporting performance,
there is still no consensus in the literature. They highlight an ongoing empirical gap, noting
that new evidence and more detailed data could either confirm or challenge existing results

or provide new insights.

This study responds to that call for further research into the relationship between football
club’s financial results and their sporting performance (Dimitropoulos 2010; Lago et al.
2006). Moreover, much of the existing literature has concentrated either on Europe’s

wealthiest clubs or on entire leagues.

This study takes a different approach. Instead of focusing just on the financial elite, it
examines five Premier League clubs of varying size and profile. These clubs were selected
not only because of their different financial resources and expectations, but also due to their
ownership structure, tactical approaches, diverse histories and cultural identities. As a whole,
the clubs provide a diverse, but comparable sample for analysing how different resource

managements translate into sporting outcomes.

In addition, this thesis covers six seasons from 2018/2019 until 2023/2024, which was an
extraordinary period in modern football. The COVID-19 pandemic disrupted revenues and
competitions in unprecedented ways, with the 2019/2020 season being the first affected and
2021/2022 marking the first full return to normal operations (Storm & Nielsen 2022). This
time frame allows an exploration of how clubs with different financial resources and

management strategies adapted to crisis in uncertain conditions and how quickly they were



able to recover both financially and sportingly. The combination of analysing contrasting
clubs and unique pandemic-affected time frame, this study contributes to an underexplored
area of sports economics. It explores to what extent financial resources account for sporting

success, while also considering the influence of other factors.

The objective of this study is to deepen the understanding of how financial resources affect
sporting success, particularly across teams of varying levels and within a changing
environment. To achieve this and provide a more in-depth perspective, the paper seeks to

address one main research question supported by two sub-questions.
Main question:

- How do variations in English football clubs’ financial resources impact their sporting

performance?
Sub-questions:

- Is long-term financial stability more important for success than short-term revenue

spikes?
- What is the optimal wage level for maximising sporting success?

The first sub-question directly supports the main research question. While the main research
question seeks to understand how financial resources affect sporting success, this sub-
question examines what type of financial resources matter most. Clubs may experience
temporary revenue spikes, for example through the sale of a star player, huge new
sponsorship deal or prize money from European competitions (Rohde & Breuer 2016). The
sub-question therefore asks whether such lump-sum revenues translate directly into
improved performance, and whether the resulting success is only temporary, or if long-term

financial stability provides a more sustainable path to remaining at the top.

The second sub-question is also closely linked to the main research question. It is particularly
relevant because player wages represent the largest expense in professional football and
serve as direct indicator of a club’s financial resources (Dimitropoulos & Limperopoulos
2014). According to Burdekin and Franklin (2015), greater expenditure on player wages
leads to higher revenues but negatively affects profits in English clubs. Thus, it is important

to identify the point at which the negative effects of player investment begin to outweigh its



positive impacts. This sub-question therefore examines whether there is a point at which

pouring money into wages simply stops paying off on the pitch.

Together, these questions create a comprehensive foundation for examining the relationship
between financial resources and sporting performance. The main question ensures that the
overall connection is explored, while the sub-questions bring additional aspects by focusing
on both financial stability and the efficiency of spending. This combination makes it possible
to evaluate not only whether money matters in football, but also how and under what

conditions it has the greatest impact.

1.3 Research Methodology

The study in this thesis is conducted as quantitative research and focuses on six different
Premier League clubs, each with distinct attributes. The English Premier League was chosen
as the research context because it involves the largest financial resources in world football
(Deloitte 2025b). A sample of five clubs was considered suitable, as it allows for in-depth
analysis of each team while also including different types of clubs. The selected clubs are
Manchester City, Manchester United, West Ham United, Brighton & Hove Albion and
Newcastle United. The timeframe of the study covers the 2018/2019 season through the
2023/2024 season, as financial reports for the 2024/2025 season are not yet available. A six-
season scope is considered an optimal fit for this study. This timeframe provides a balanced
perspective. It is broad enough to capture the effects of the COVID-19 pandemic and

possible long-term trends, yet narrow enough to allow close examination of each season.

Two sets of secondary quantitative data are collected for the study: financial data and
sporting performance data. The financial data is collected from each club’s annual financial
reports, with key figures including total revenue, total wage expenditure and the wage-to-
revenue ratio. Profit or loss was also initially considered as an indicator, as the relationship
between profitability and sporting performance has been far less examined (Sanchez et al.
2019). However, this variable was excluded because profit figures are relatively easy to
manipulate, and reliable, comparable data are not publicly available. For this reason, the
study focuses solely on revenue and wage data, for which reliable and comparable
information can be sourced. The sporting performance data covers league position and cup

achievements. These indicators are combined into “Total score” variable. The sporting data



is sourced from the official websites of the Premier League and sports results platform

Flashscore (Premier League 2025; Flashscore).

The panel data is analysed using quantitative research methods, including correlation matrix,
descriptive figures, and linear regression models. The statistical analyses are conducted with

Stata software, and the results are finalized and presented using Excel.

1.4 Structure of the Study

This study is divided into six main chapters and their respective sub-chapters. The first
chapter is introduction, which guides the reader into the topic and explains both the relevance
and the importance of the study. It also presents the research questions and gives a brief
overview of the chosen methodology. The second chapter reviews previous literature and
builds theoretical framework. This framework serves as a foundation throughout the study
and guides the analysis. The third chapter presents the research methodology and data,
describing the research design and quantitative methods used for analysis. The fourth chapter
presents the results. The fifth chapter discusses these findings in relation to the theoretical
framework. The final chapter answers the research questions and draws conclusions by

linking the results to the theoretical framework and previous literature.



2 Theoretical Framework

This chapter reviews the key theories and previous literature related to the topic in order to
establish the theoretical foundation of this study. The structure of the chapter follows a
funnel approach. It begins with a broad overview of the key theoretical perspectives, then
discusses their application in sports literature, and finally develops a conceptual framework

specifically tailored to the context of the study.

2.1 Resource Based View (RBV)

The Resource Based View (RBV) is one of the most influential theories in strategic
management. It seeks to explain why some firms continuously outperform others, resulting
in sustained competitive advantage. The concept of competitive advantage has been a central
topic in strategic management research for decades, and numerous theories have attempted

to explain its origins (Barney 1991).

Previously the dominant approach in strategic management focused on external factors. One
of the most famous examples is Porter’s (1980) Five Forces Model, which explains firm
performance through industry structure and competitive dynamics. However, Porter’s
framework relies on two assumptions, firstly firms possess homogenous resources, and
secondly these resources are highly mobile across firms. As a result, the model emphasizes
external competitive conditions while paying less attention to differences in firms’ internal
resources. Barney (1991) challenged these assumptions by proposing that firms can possess
heterogeneous resources that are imperfectly mobile. In contrast to externally oriented
approaches, he argued that competitive advantage arises primarily from firm’s internal

factors, specifically from the unique resources and capabilities it controls.

Earlier literature had already hinted at similar ideas. Penrose (1958) argued that a firm’s
growth and competitive advantage depend not only on its market position but also on its
internal resources and strategies. The term Resource Based View was first introduced by

Wernerfelt (1984), who suggested that firm’s resources may serve as a source of competitive



advantage in much the same way as market positioning in Porter’s framework. While several
researches contributed to the early development of this perspective, the RBV is widely
recognized to have been formally developed by Barney (1991) in his article “Firm Resources
and Sustained Competitive Advantage”. In this work Barney integrated earlier ideas into
coherent and comprehensive framework, clearly defining the conditions under which

resources can become sources of competitive advantage.

2.1.1 VRIN

Barney (1991) described firm’s resources very broadly as the collection of assets, skills and
knowledge that form the basis of firm’s strategic actions and enable superior performance
relative to its competitors. He classified these resources into three main categories: physical
resources (Williamson 1975), human capital resources (Becker 1964) and organizational
resources (Tomer 1987). Physical resources include tangible resources such as technology,
equipment, facilities, geographical location, and access to raw material. Human capital
resources consist of skills, experience, training, intelligence and relationships of the firm’s
employees and managers. Organizational resources refer to the firm’s formal reporting
structure, planning, controlling and coordinating systems, as well as informal relations and
communication both within the firm and with external stakeholders. However, not all of
these resources automatically generate a competitive advantage. Only those resources that

meet specific criteria can provide the basis for a sustained competitive advantage.

To be a potential source of sustained competitive advantage, a resource must meet four
specific criteria, commonly referred to as the VRIN framework. According to this Barney’s

(1991) model, a resource must be valuable, rare, imperfectly imitable, and non-substitutable.

Valuable resources

A resource is valuable if it enables firms to exploit opportunities and neutralize threats in
their environment. In this sense, valuable resources allow the implementation of strategies

that enhance the firm’s efficiency and effectiveness. (Barney 1991)
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Rare resources

A resource is considered rare when it is not widely possessed by competing firms within the
same industry. Barney (1991) argued that a resource commonly available to many firms
cannot generate competitive advantage, since each competitor could exploit it in a similar
manner. Determining what qualifies a rare can, however, be challenging. While it is evident
that absolutely unique resources may create a sustainable advantage, a resource does not
need to be unique to be rare. A resource can be considered rare and thus a potential source
of competitive advantage, if it is controlled by fewer firms than the number required for an

industry to reach a state of perfect competition (Hirshliefer 1980; Barney 1991).

Imperfectly imitable resources

A resource is imperfectly imitable when firms that do not possess it cannot acquire or
replicate it. Barney (1991) identified three primary reasons why resources may be nearly
impossible to imitate. First, the ability to obtain certain resources may depend on unique
historical conditions. Some advantages emerge only because of specific time and space
circumstances that cannot be recreated once they have passed. For example, a firm that
established its facilities in a location that later proved to be far more valuable than initially
expected possesses a resource that is inherently difficult to imitate. Second, a resource can
be imperfectly imitable due to causal ambiguity, meaning that the link between a firm’s
resources and its sustained competitive advantage is not clearly understood. When the causes
of success are ambiguous, competing firms cannot determine which resources or
combinations of resources to replicate. Even the firm itself may not fully understand this
causal relationship, which paradoxically helps to maintain its advantage. If a firm fully
understands the causal relationship, other firms are likely to discover it as well in the long
run. The third reason is social complexity. The social structures that exist within a firm and
between the firm and its stakeholders are highly complex phenomena, often beyond the
ability of organizations to systematically manage or replicate (Reed & DeFillippi 1990;
Barney 1991). When a firm’s competitive advantage is based on such socially embedded
processes, such as trust, interpersonal relationships, or organizational culture, it becomes
extremely difficult for other firms to imitate. These elements are deeply rooted in the firm’s

unique social context and cannot be easily replicated elsewhere. As a result, resources that
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stem from social complexity are difficult to copy and therefore remain imperfectly imitable

(Barney 1991).

Non-Substitutable

Finally, a resource must be non-substitutable. This means that there must be no strategically
equivalent resources that the competitors could use to implement the same strategies, but in
a different way. If competitors can implement similar strategies using alternative valuable
resources that are either not rare or imperfectly imitable, the original resource cannot serve

as a source of sustained competitive advantage (Barney 1991).

2.1.2 RBYV critics

Although the Resource Based View (RBV) is one of the most foundational theories in
strategic management, it has also received substantial criticism from numerous scholars.
Most of this criticism focuses on the definition of terminology, which are argued to be
defined in a circular and ambiguous way. Secondly, the RBV has been criticized for its static
nature, as it mainly explains how existing resources can sustain competitive advantage, but
provides limited insight into how these resources are acquired, developed or reconfigured in
changing environments. The theory has also been questioned regarding its empirical

testability, especially in dynamic and rapidly changing competitive settings.

Priem & Butler (2001) argued that RBV is not fully developed theory, as it explains
competitive advantage based on valuable and rare resources. They see this reasoning as
tautological, because competitive advantage is defined through value and rarity. These
characteristics are true by definition, not empirically testable (Priem & Butler 2001).
Furthermore, they claim that the theory’s core definitions are too broad to be effectively
operationalized. In particular, they note that almost anything that could be considered a
firm’s strength or weakness can be categorized as a firm’s resource, which weakens the
analytical clarity of the framework. Priem & Butler (2001) especially criticized the definition
of valuable resources, which is central to Barney’s (1991) theory. They argue that valuable

resources are treated as an internal characteristic of the firm, even though value is actually
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determined externally, based on market conditions and demand rather than purely internal

factors.

Barney (2001) acknowledges the critique and welcomed the discussion as a valuable
contribution to improving the theory. He accepted parts of the criticism, but defended the
central assumptions of the RBV. Barney (2001) argued that even if some of his arguments
in the original work (Barney 1991) can be reformulated in a way that appears tautological,
this does not mean that the theory itself is tautological. He also pointed out that the
exogenous nature of value determination was already acknowledged in his original article.
Barney emphasized that the RBV does not aim to explain why certain resources are valuable,
but rather how valuable resources can provide competitive advantage. Moreover, he
admitted that the RBV was never intended to serve as a complete theory of the firm but

rather as a starting point for analyzing why some firms outperform others.

The static nature of the RBV was criticized by Eisenhardt & Martin (2000). They argued
that the theory primarily functions in a relatively stable markets and struggles to explain why
some firms achieve competitive advantage under conditions of rapid change and uncertainty.
Their paper addressed that the RBV mainly focuses on the control and utilization of existing
resources, while paying little attention to how these resources are acquired, adapted and

renewed.

However, the criticism towards the RBV has not been limited to its theoretical content but
also extends to its empirical validation. In 2007, Newbert conducted a comprehensive meta-
analysis in which he examined 55 empirical studies based on the RBV and 549 individual
hypotheses. The results showed that only 53% of the tests supported the theory’s main
assumptions, indicating that its empirical foundation is only partially confirmed, despite
being a cornerstone of strategic management. Newbert (2007) also stated that the RBV’s
static view of resources has reduced its explanatory power, as competitive advantage often
depends more on a firm’s capabilities to combine and renew its resources than on resource

ownership itself.

It must be noted that football clubs operate in a highly dynamic environment (Holzmayer &
Schmidt 2020). While the RBV serves as a foundational part of this study’s theoretical
framework, its main limitation is its static nature. The weaknesses of the RBV become

particularly evident in dynamic and rapidly changing market environments, where
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competitive advantage is usually temporary and firm’s success depends on continuous
adaptation and renewal (Teece et al. 1997). Because this study focuses on highly dynamic
market setting, the RBV alone does not provide a sufficiently comprehensive theoretical
framework. Nevertheless, the RBV remains as a strong foundation for understanding the link
between a firm’s resources and success, but it needs to be accompanied by another
perspective that accounts for environmental dynamism and adaptive processes. Therefore,
the Dynamic Capabilities concept, developed by Teece et al. (1997), addresses the
deficiencies of the RBV and when combined, these frameworks provide a more complete
basis for examining the relationship between financial resources and sporting success in

dynamic environment.

2.2 Dynamic Capabilities (DC)

Dynamic Capabilities theory was developed by (Teece et al. 1997) in their article Dynamic
Capabilities and Strategic Management. There is discussion about whether it is regarded as
an entirely independent theory or as an explicit extension of the Resource Based View. The
framework was developed in response to criticism directed at RBV for its static nature, by
emphasizing the firm’s ability to adapt, renew and develop in changing environments (Helfat
& Peteraf 2009). While the RBV aims to explain why a firm succeeds at a given point in
time, the Dynamic Capabilities perspective focuses on how firm can sustain and renew that
success over time. Thus, the Dynamic Capabilities theory provides a dynamic lens for how
firms can maintain and develop competitive advantage in markets characterized by

uncertainty, innovation and constant change.

2.2.1 Definition and Core Terminology

Teece et al. (1997) define Dynamic Capabilities as” the firm’s ability to integrate, build, and
reconfigure internal and external competences to address rapidly changing environments.”
In contrast to RBV, which seeks to identify which resources firms should possess to gain
competitive advantage, the Dynamic Capabilities framework focuses on how firms can

utilize, combine and transform these resources over time.
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Dynamic Capabilities are often conceptualized as organizational and managerial processes
that enable continuous and agile adaptation. Eisenhardt & Martin (2000) emphasized that
these capabilities consist of identifiable and concrete routines, such as product development
and strategic decision making. Through these capabilities firms create new resource
configurations as markets evolve (Eisenhardt & Martin 2000). They argue that even though
these capabilities have sometimes been criticized as being too abstract and vague, in reality
they represent concrete empirical practices that can be observed and examined. Therefore,
the core of the theory lies in the firm’s ability to sense opportunities and threats, seize them
through strategic action and reconfigure its resources in order to sustain a competitive

advantage (Teece 2007).

2.2.2 The Three Dimensions of Dynamic Capabilities

Later, Teece (2007) expanded his original work and developed the framework further,
making it more detailed and closer to practice. He divided Dynamic Capabilities into three
connected processes: sensing, seizing and reconfiguring. Through these dimensions, firms
are able to monitor their environment, identify and exploit emerging opportunities, and

modify their resources to respond to market changes.
Sensing

The first dimension, sensing, refers to firm’s ability to notice new trends, opportunities, or
possible threats in both its internal and external environment. This often includes systematic
observation of markets, technologies and stakeholder behavior. According to Teece (2007),
companies that have strong sensing abilities are usually able to detect upcoming trends and
weak signals of change earlier than their competitors, which gives them advantage in

strategic decision making.
Seizing

The second dimension, seizing, describes how a firm reacts to those identified opportunities
and transforms them into concrete strategic actions. This stage requires effective allocation
of resources, sharp decision making and committing to chosen strategies. Teece (2007)

points out that this phase often involves heavy investments, organizational restructuring, and
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willingness to take risks, since exploiting new opportunities usually requires reallocating

resources and experimentation with new businesses models.
Reconfiguring

The final dimension, reconfiguring, refers to the firm’s ability to renew and transform its
existing resources and processes to align with the changing environment. This is especially
crucial in highly dynamic markets, where continuous change pushes firms to adapt their
structures and competences. Reconfiguring process may involve, for instance, outsourcing
certain activities or integrating new technologies into business activities (Teece 2007;

Eisenhardt & Martin 2000).

Together, these dimensions form the core of dynamic capabilities. They are not tangible
resources, but rather continuous organizational processes. However, the effectiveness of
Dynamic Capabilities is dependent on how well firm can integrate these three processes into

comprehensive and coherent strategic capability (Teece 2007).

2.3 Applications of RBV and DC in Sports Literature

The Resource-Based View has been widely adopted in sports literature, as it is practical and
can be easily adapted to sporting resources. More recently, the Dynamic Capabilities
approach has also gained growing attention, as increasing regulations, the growing financial
scale of the industry, and the COVID-19 pandemic have significantly affected the sports
industry, making it a highly dynamic environment (Holzmayer & Schmidt 2020; Marques
2025).

2.3.1 RBV in Sports

As mentioned earlier, RBV is based on the idea that competitive advantage arises from
resources that are valuable, rare, imperfectly imitable and non-substitutable (Barney 1991).

In the context of sports, these resources can include players’ talents, coaching philosophy,
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brand, reputation, fan base and organizational culture (Miragaia et al. 2023; Costa et al.

2018).

Costa et al. (2018) examined perceived competitive advantage in 33 teams across the globe
using the RBV theory. They found that intangible resources were perceived as stronger
sources of competitive advantage than tangible resources, especially brand and stakeholder
communication were seen as key factors. This resonates with the RBV theory as brand
reputation is difficult to replicate, and stakeholder communication form complex social
structure that is nearly impossible to imitate. These findings also help explain why some

teams fail to achieve similar results despite having similar tangible resources.

Omondi-Ochieng (2019) studied the qualification to the African championship in relation to
football staff using RBV. He found that the number of professional players in a country was
the strongest predictor of qualification success. In addition, knowledgeable and experienced

coaches were identified as valuable and rare sources of competitive advantage.

RBYV has also been used to understand sustainable competitive advantage in American
college sports. Anderson & Birrer (2011) examined how the mid-major Gonzaga University
basketball team managed to compete successfully against much larger universities with
superior resources. While many mid-major universities have achieved only part-time
success, Gonzaga was able to maintain it. Strategic management decisions enabled the
university to capitalize on its brief moment in the spotlight. It attracted top basketball player
talents, media attention and secured financial support to improve facilities. Anderson &
Birrer concluded that Gonzaga’s advantage is likely sustainable because other mid-major
universities have been unable to replicate similar success. They argued that Gonzaga’s main
resource is its unique reputation as a smaller school capable of competing against larger,
wealthier universities, which aligns well with the VRIN framework. This advantage is

difficult for competitors to imitate due to its historical development and social complexity.

Rahmadina & Bhilawa (2025) applied the RBV when examining the relationship between
financial performance and football clubs’ success. They found that external owner
investments played a major role in sporting success in the English Premier League. This
finding slightly contradicts the RBV ideology, as an external factor was particularly
important for success rather than an internal resource, which the RBV traditionally

emphasizes. Solely relying on external investments may shift the focus away from
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developing internal capabilities. They also found that too large squads can become
inefficient due to their higher costs, management complexity, and coordination challenges.

This suggests that smaller clubs may possess stronger dynamic capabilities.

2.3.2 Dynamic Capabilities in Sports

Dynamic Capabilities theory (Teece et al. 1997) expands RBV by focusing on how
organizations can adapt, integrate and renew their resources in dynamic environments.
Sports clubs must continuously adapt to changes such as new regulations, rule modifications,
technological development, economic shifts, global crisis and the turbulent player market.

(Holzmayer & Schmidt 2020; Marques et al. 2025).

Holzmayer & Schmidt (2020) examined English Premier League clubs and found that
dynamic managerial capabilities play a crucial role in enabling strategic change. Club-
specific experience and long-term involvement were found to be increasing adaptability and
competitive advantage, whereas general business management skills could not provide same
benefits. This emphasizes that the development of dynamic capabilities depends strongly on
club-specific knowledge and experience, which allow more effective reconfiguration of

resources.

Marques et al. (2025) studied how sports organizations developed dynamic capabilities and
resilience building during the COVID-19 pandemic. They noticed that economic, social,
technological, human and political capital were all vital factors in building resilience. The
acquisition, integration and reconfiguration of these five elements played a big role in
strengthening crisis resilience. These findings support the core Dynamic Capabilities
dimensions of sensing, seizing, and reconfiguring, confirming that dynamic capabilities

enhance an organization’s renewal ability during exceptional circumstances.

Gudel et al. (2025) combined RBV and DC frameworks when examining ownership
structure diversity. Their study of Japanese and Chinese football leagues shows that
diversified ownership structures improved financial stability and strategic adaptability by
bringing in more resources, expertise and multiple perspectives. In contrast, concentrated

ownership reduced innovation and adaptability in response to economic and political shifts.
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Therefore, diverse ownership can be viewed as intangible resource that enforces

organizations’ dynamic capabilities and overall competitiveness.

2.4 The Football Industry as a Business Environment

As mentioned previously, the football industry differs from traditional mainly due to its dual
objectives. While traditional firms aim to maximize shareholder value, football clubs pursue
both financial and sporting performance (Ferri et al. 2017; Dietl et al. 2011). Finding the
balance between these two has proven to be challenging. Focusing too much on financial
performance can harm success on the pitch, potentially leading to a relegation into a lower
division and, consequently to even larger revenue loss in the long run (Garcia-del-Barrio &
Szymanski 2009). Sanchez et al. (2019) found that financial profit has a negative influence
on the sporting performance. In addition, fan and media expectations prevent clubs solely

prioritizing profit, as supporters expect sporting ambition and competitiveness (Winell et al.

2023).

Before the introduction of stricter financial regulation, many clubs prioritized short-term
sporting success at the expense of financial profitability. The arrival of wealthy private
foreign investors, whose other sources of income could absorb football-related financial
losses, led to an era of aggressive spending and increasing inequality between clubs (Rohde
& Breuer 2016; Miiller et al. 2012). Moreover, in some cases such as state-owned clubs,
ownership has also been used to gain soft power and influence international perception such
as Saudi Arabia’s investment in Newcastle United (Gudel et al. 2025). To counter financial
instability, UEFA’s financial fair play (FFP) regulations were implanted in the 2011/2012
season to restrict huge losses and encourage sustainable management, this was seen as
fundamental change in football business (Miiller et al. 2012; Plumley et al. 2018). As a result,
clubs have had to make strategic trade-offs between sporting and financial objectives, as

maximizing both at the same time is not possible.

The football industry has transformed into a complex, multi-level global business,
combining elements of commerce, entertainment and culture (Yiapanas et al. 2024).

Revenue streams consist of broadcasting rights, sponsorships, matchday income,
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merchandising, player transfers and prize money (Wilson et al. 2013). However, increasing
concentration of income among elite clubs have widened the financial gap between clubs
(Calahorro-Lopez & Ratkai 2024). In addition, globalization and digitalization have
expanded particularly the fan bases of top teams (Metelski & Leszczynski 2022).

Football also differs from traditional industries in terms of performance visibility and rivalry
dynamics. The performance of players, coaches and teams are incessantly being
documented, analysed and evaluated by public and media making feedback unavoidable
(Fazenda & Carvalho 2018). Unlike in traditional industries, where competitors try to
dethrone each other (Porter 1980), in football rivals are essential and mutually beneficial.
Rivalries increase entertainment value and fans” engagement, accumulating more revenue
(Reams & Eddy 2017). Leagues with multiple title contenders are more appealing for general
audience, while leagues with repetitive champions are experienced less exciting (Szymanski
2003). Emotions play a big role in football, especially during rivalry matches (Reams &
Eddy 2017). Rivalries are so beneficial for clubs that there are several examples of rival
teams helping their competitor during times of financial difficulty. This phenomenon would
be hard to imagine in other industries, for example, Coca-Cola would not probably

financially support Pepsi.

2.5 Conceptual Framework: Multi-layered Model of Resources and

Capabilities

The success of football clubs can be examined as a multi-layered structure, in which different
types of resources and capabilities form a hierarchical system. This study applies RBV and
DC perspectives to form a theoretical framework, which explains how resources are

transformed into sporting success.

In this framework resources and capabilities are divided into three main categories: human,
physical and organizational resources complemented by sensing, seizing and reconfiguring

capabilities (Barney 1991; Teece 1997; Teece 2007).
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2.5.1 Physical Resources

Physical resources refer to tangible assets that enable a football club’s operations. These
include financial capital, facilities, technology and infrastructure (Barney 1991). Financial
resources are particularly important, as they allow the club to acquire, develop and maintain
other types of resources (Rohde & Breuer 2016). Financial income derives from ownership
investments, broadcasting rights, sponsorships, match day revenue, merchandise, prize
money and player sales (Wilson et al. 2013). Financial capital acts as an enabler that links
strategic objectives with operational execution, but it does not fully meet the VRIN
conditions. Capital is valuable but widely available and mobile across clubs, making it not
inimitable. Nevertheless, financial strength enables clubs to possibly acquire and maintain
other VRIN resources, such as top-tier players and coaches. Still, money alone does not
guarantee sustained success, as seen by Paris Saint-Germain, which assembled world-class
players like Messi, Neymar and Mbappe but failed to achieve expected sporting dominance

(White 2022).

In sensing stage, clubs monitor financial indicators and broader market developments to
identify emerging opportunities, such as shifts in sponsorship markets and technological
innovations (Metelski & Leszczynski 2022). In the seizing stage, these opportunities are
implemented through the chosen strategy. During reconfiguring, financial and physical
resources are reallocated to match evolving strategic priorities, for instance, upgrading
training facilities, adopting new technologies, or expanding digital platforms engagement

(Yiapanas et al. 2024).

2.5.2 Human Resources

Human resources form the core of sporting success. They consist of players, coaches and
staff, whose technical, tactical and psychological skills determine a team’s performance
(Costa et al. 2018). Players and coaches can fulfill the VRIN attributes. Their abilities,
experience and understanding of the game can be difficult to imitate and highly valuable.
Moreover, the number of world-class players and coaches is limited, which makes them rare
(Szymanski & Kuypers 1999). Certain individuals are also irreplaceable due to unique

historical, emotional, or social circumstances. For example, Francesco Totti’s lifelong
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loyalty to AS Roma demonstrates that emotional attachment and identity can create a non-
transferable value (Guschwan 2022). In addition, rivalries such as between Real Madrid and
FC Barcelona limits player movement between clubs. These contextual and path-dependent
factors make human resources particularly imperfectly imitable (O’Brien 2013; Barney

1991).

In the sensing stage, clubs identify and evaluate talents through scouting networks.
Structured and effective sensing enables them to recognize emerging and undervalued

players before their competitors (Bergkamp et al. 2022).

The seizing capability reflects a club’s ability to act upon these opportunities by acquiring,
developing and integrating these talents into the team structure. This process includes
negotiations, contract management, and investment decisions (Dimitropoulos &
Limperopoulos 2014; Teece et al. 1997). Smaller clubs emphasize on developing young
talents in own academies as cost-efficient long-term strategy, whereas wealthier clubs are
often willing to invest heavily in the transfer market, aiming for immediate success despite

higher financial risks (Andras & Havran 2015).

The reconfiguring stage refers to how coaches, managers and sporting directors continuously
adjust the player pool and playing philosophy to match changing strategies and competitive
conditions (Marquees et al. 2025). This includes modifying formations, redefining player
roles and integrating new players into existing systems. Successful reconfiguration ensures

that individual players develop into a one cohesive and adaptive team.

2.5.3 Organizational Resources

Organizational resources are intangible and socially embedded factors that define a firm’s
identity, culture and social cohesion (Reed & DeFilippi 1990). These are for instance shared
values, traditions, leadership structures, and communication patterns. A strong
organizational culture enhances motivation, resilience and coherence across all levels of the

club (Miragaia et al. 2023).

From Dynamic Capabilities perspective, organizational resources are particularly important

in the reconfiguring stage, because they determine how effectively a club can adapt to
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internal and external changes (Teece 2007). For example, integrating new management,
ownership or coaching staff requires flexible structure and a shared culture that can absorb
changes without losing its identity. Likewise, retaining brand reputation and fan loyalty
during periods of transition demonstrates the ability to control complex social systems

(Winell et al. 2023).

Organizational resources also support sensing and seizing phases. A culture that encourages
innovation can help clubs to recognize and capitalize new trends, whether in tactical
evolution, marketing strategy or community engagement (Miragaia et al. 2023). These
dynamic organizational routines can enable both sporting and financial success, making

them among the most challenging resources to imitate.
2.5.4 Multi-layered Framework

The success of football club does not depend solely on the mere amount of resources but
also how they are organized, developed and integrated. This framework is divided into a

four-level hierarchical structure that aims to explain how sporting outcomes are achieved.

Sporting Success: Total Score
(League and cup achievements)

AN

Dynamic Capabilities: Sensing, Seizing, Reconfiguring

N

Intangible Resources: Organizational and Human resources
(Valuable, Rare, Imperfectly Imitable, Non-substitutable)

4

Tangible Resources: Physical and Human resources
(Valuable, Rare)

(Figure 1: Conceptual Framework: Multi-layered Model of resources and capabilities)
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Level one: Tangible Resources

Tangible resources form the foundation of the framework. These are concrete and easily
identifiable, and typically quantitative measurable. They consist of physical and human
resources such as players, coaches, infrastructure and player budget, all of which can be
acquired or purchased (Szymanski & Smith, 1997; Rohde & Breuer, 2016). These create the
basis for sporting success but do not necessarily guarantee it, as similar resources are often
possessed by competing clubs. Tangible resources are valuable and can be rare but not
necessarily imperfectly imitable or non-substitutable. These can be measured through

indicators such as revenue, wage expenditure or staff size (Wilson et al. 2013).
Level two: Intangible Resources

Intangible resources can be described as hidden assets. These organizational and human
resources are difficult to replicate and typically evolve over time, therefore, it takes huge
effort to modify these (Reed & DeFillippi 1990). From an RBV perspective, they can form
the true core of competitive advantage (Barney 1991). Examples include shared values, club
culture, fan base, traditions, brand, reputation and relational networks. Players’ and coaches’
collective abilities are also considered intangible resources, as their shared skills, know-how,
and team chemistry are difficult to imitate or substitute. These qualities are not tangible in
nature and often can remain ambiguous, making them particularly hard for other clubs to
replicate (Costa et al. 2018). These resources can fulfill the VRIN framework as these can
be in addition to valuable, also rare, imperfectly imitable and non-substitutable. This level
can explain why smaller clubs occasionally outperform wealthier competitors with greater

tangible resources (Ferri et al. 2017).
Level Three: Dynamic Capabilities

This level functions as the mechanism connecting tangible and intangible resources.
Dynamic capabilities transform resources into outcomes. It emphasizes Teece’s (2007) three
dimensions: sensing, seizing and reconfiguring. Sensing refers to the ability to recognize
opportunities and threats, for example in player markets or regulatory changes (Holzmayer
& Schmidt 2020). Seizing involves acting upon these opportunities, such as effectively

negotiating and securing key players and coaches before competitors. Reconfiguring focuses
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on modifying existing resources, such as reshaping the squad, adapting the game philosophy

or strengthening the integration between academy and the first team.

Level four: Outcomes

The final level represents the outcomes that resources and capabilities aim to produce. In
this study, outcomes are measured through league position, and domestic and international

Cup success.
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3 Methodology

This section outlines the research design, the data collection process, and the quantitative
methods used to analyze the dataset. In addition, the methodological limitations of the study

are discussed to clarify the scope and reliability of the findings.

3.1 Research Design

This study follows a quantitative research design based on panel data from five English
Premier League Teams between the 2018/2019 and 2023/2024 seasons. The aim is to

investigate how financial resources affect the sporting performance of football clubs.

In this study revenue, wage expenditure, and wage-to-revenue ratio represent the financial
resources, while the “Total Score” is used as a comprehensive indicator of sporting
performance. It is constructed from all club competitions in which English top-division
teams can participate, including the English Premier League, the domestic FA cup, the

domestic EFL league cup, and international UEFA competitions.

The research is grounded in a theoretical framework that combines Resource Based View
(RBV) and Dynamic Capabilities (DC) perspectives. This framework supports
understanding the findings by explaining how clubs utilize and adapt their resources under

changing competitive and financial conditions.

3.2 Research Data

The research data consists of two sets of secondary data. Financial data were collected from
clubs’ official financial statements. Revenue, wage expenditure and wage-to-revenue ratio
were chosen as indicators of financial resources, as they serve the purpose of the study well,

are difficult to manipulate, and provide a clear overview of clubs’ tangible resources. Wage-
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to-revenue ratio, in particular, offers valuable insight into how efficiently clubs allocate

resources to players, coaches, and staff.

Sporting data were collected from Premier League’s official website (Premier League 2025)
and sports results platform Flashscore (Flashscore). These sources are highly reliable and
commonly trusted. The variable “Total Score” represents overall sporting performance by
combining results from every competition. This provides a holistic measure of sporting

success, as a club’s performance can vary between different competitions.

The dataset includes five Premier League clubs: Brighton & Hove Albion, Manchester City,
Manchester United, Newcastle United, and West Ham United. These clubs were chosen for
specific reasons that provide diverse insights and unique elements for the study. The
selection represents clubs of different sizes, some with significantly greater resources, some

known for stable results, and others with high variation in performance.

Two clubs, Manchester City and Manchester United, were selected from the same city to
allow direct comparison between clubs with similar budgets but different trajectories.
Manchester United is one of the most historical and successful clubs in English football and
has built one of the strongest brands in world football. In contrast, Manchester City was
traditionally a mid-table team, even spending periods in lower divisions, until the 2008
takeover by Emirati Sheikh Mansour, which transformed the club’s financial and sporting
position. Since then, City has won eight league titles, showing that the resources introduced
by the new ownership created a competitive advantage. This outcome aligns closely with the

logic of the RBV. (Hamil 2008; Kelkar 2021)

West Ham was included as an interesting case. It has achieved notable success in UEFA
competitions compared to its size but has been inconsistent in the league, fluctuating
between the top six and relegation battles. Brighton & Hove Albion was selected as a smaller
club with limited Premier League history but one that constantly exceeds expectations.
Despite frequently selling their best players to larger clubs, Brighton has continued to
succeed, which indicates strong dynamic capabilities and an effective scouting network
(Oppel 2024). Newcastle United represents a medium-sized club with a long history that
struggled during the 2010s and was even relegated, but its 2021 takeover by the Saudi Public
Investment Fund introduced vast financial resources (Jones et al. 2024). This event falls

directly in middle of the research period and offers a prime example of a fundamental change
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in a club’s resources within the timeframe. In addition, all these clubs competed in the

Premier League throughout all six seasons, making the data easily comparable.

Timeframe of six seasons provides a suitable window to identify emerging trends and
observe the development of clubs. It also includes the period of the global COVID-19
pandemic and its effects, making the dataset particularly valuable for analysing financial
resilience under crisis. At the same time, the timeframe is not excessively broad, allowing

for deeper examination of individual seasons.

In total, the dataset includes 30 observations. While the sample size is relatively small, the
diverse selection of clubs and the multi-season structure provide a balanced and insightful
overview of the topic. When combined with the diverse research methods described in the
following section, this dataset forms a solid basis for analysing how financial resources
influence sporting outcomes. The methodological approach applied ensures that, despite the
limited number of observations, the results can still provide meaningful insights into the

relationship between financial capacity and sporting success.

3.3 Research Methods

This research applies several quantitative research methods to analyze the data and interpret
the findings. These methods aim to explain how financial resources impact sporting success.
The secondary data observations were first collected into an Excel spreadsheet and then
transformed into panel data structure, allowing more advanced statistical tests to be

conducted in using the Stata software.

3.3.1 Descriptive Analysis and Correlation Matrix

Descriptive analysis is first used to gain an overview of data and the characteristics of the
variables. It also complements other methods and helps to obtain a more comprehensive
picture of the findings. Descriptive analysis includes tables, figures and charts that illustrate,
for instance, how wages and “Total Score” change across different seasons. This approach

helps to identify development trends and possible anomalies in the data.



28

A correlation matrix was formed to examine the relationships between variables. Correlation
matrix analysis indicates how strongly and in which direction the variables are correlated.
This method also helps to detect multicollinearity between explanatory variables, as highly
correlated variables cannot be used in the same linear regression model. Correlation

coefficient of over 0,9 is considered very detrimental. (Hill et al. 2018; Saunders et al. 2009)

3.3.2 Linear Regression Analysis

The main analytical method in this study is multiple linear regression analysis, where a set
of explanatory (independent) variables is used to analyze their influence on a single
dependent variable. In this study, “Total Score” serves as the dependent variable, while

financial resource indicators act as the explanatory variables.
The general form of the multiple linear regression equation is:
Y = Bo+ Bixy + Baxy + -+ Buxn + €,
Where:

Y = the value of the dependent variable,

Bo = the intercept,

B4 ... B = the regression coefficients,

Xy ... X, = the independent variables, and

¢ = the error term, capturing the variation in ¥ not explained by the model. (Hill et al.

2018; Saunders et al. 2009)

There are several assumptions that must hold true for the regression model to be valid

and produce reliable estimates:

1) Linearity and correct specification: The relationship between variables is assumed to
be linear, and the model includes the most appropriate explanatory variables.

Linearity can be visually checked with scatter plots.

2) Strict exogeneity: The expected value of the residuals is zero (E () = 0).
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3) Conditional homoscedasticity: The variance of the error term has to remain constant.

In this study, heteroscedasticity was corrected using robust standard errors.
4) No autocorrelation: Observations must be independent of each other.

5) No multicollinearity: Explanatory variables must not be too highly correlated with
each other. This can be identified in the correlation matrix. Wages and revenue will

not be used in the same model due to high correlation.

6) Error normality: Residuals should follow an approximately normal distribution,

which can also be checked graphically. (Hill et al. 2018; Saunders et al. 2009)

When interpreting linear regression results, attention is given to the statistical
significance of the model and variables, the power and direction of regression

coefficients, the coefficient of determination (R?), and the standard errors of estimates.

Statistical significance is tested using F-test and t-tests, which determines whether the
explanatory variables have a measurable influence on the dependent variable. F-tests
provide a p-value indicating whether model as a whole is statistically significant, while
the t-test examines whether individual explanatory variables have a significant impact.
Generally, results are considered statistically significant when the p-value is below 0,05.
This common practice is also followed in this study. (Hill et al. 2018, Saunders et al.

2009)

The Coefficient of determination (R?) indicates the proportion of the total variation in
the dependent variable that the model explains. The R? value ranges from 0 to 1, the

closer it is to 1, the stronger explanatory power is. (Hill et al. 2018, Saunders et al. 2009)

The regression coefficients (f,) describe how much the dependent variable changes
when a single explanatory variable increases by one unit, holding other variables
constant. The sign of the coefficient (positive or negative) indicates the direction of the
relationship: for instance, a positive coefficient means that higher financial resources
improve sporting performance, while a negative coefficient means the opposite. (Hill et

al. 2018, Saunders et al. 2009)



30

The standard errors of estimates measure the model’s precision. Smaller standard errors

indicate that the estimates are more reliable. (Hill et al. 2018, Saunders et al. 2009)

Although this study’s dataset is panel data, the linear regressions were conducted using
the pooled Ordinary Least Squares (OLS) method. While pooled OLS is not the most
preferred approach for panel data, but the Breusch-Pagan Lagrange Multiplier test did
not reject the null hypothesis of the absence of random effects. Therefore, pooled OLS

was considered statistically justified and appropriate for this dataset.

3.4 Research Limitations

Most research contains limitations that may influence the validity and generalizability of the

results. This study is no exception.

First, the sample size is relatively small. It consists of only five Premier League clubs over
six seasons. The limited number of observations (N=30) restricts the statistical power and

generalizability of the results to all European football clubs or even to all English clubs.

Second, although the data cover multiple seasons, the timeframe is still relatively short to
recognize changes in long-term dynamics of professional football. Structural changes such
as managerial appointments, ownership changes, or new regulations may take longer to

reveal their full effects than the six season period.

Third, the analysis uses secondary data collected from sources such as official financial
reports. Although these sources are reliable, some inconsistencies may exist between clubs
due to different accounting practices or reporting periods. For example, Newecastle’s
2019/2020 financial year was extended to 13 months instead of the regular 12 months due
to games getting suspended during the Covid-19 outbreak. Therefore, the next financial year

lasted only 11 months. However, this was adjusted in the dataset using the formula:

12
number of reported months’

financial indicator X which normalizes the figures to a 12-

month basis.
Fourth, even though pooled OLS regression was statistically justified by the Breusch-Pagan

LM test, it remains a simplified way of analyzing panel-structured data. This simplification

may sometimes lead to biased results in some cases.
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Lastly, the regression model does not include non-financial explanatory variables such as
managerial quality, player injuries or team chemistry, all of which can significantly influence
sporting performance. These unobserved factors are captured in the error term, which may

cause omitted variable bias.
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4 Findings

4.1 Data Description

This subsection presents the descriptive findings and correlation analysis to provide a broad
overview of the dataset. These results help identify key financial and sporting patterns from

the 2018-2019 to 2023/2024 season and reveal the relationships between the main variables.

Revenue (€m)
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(Figure 2: Comparison group’s revenue from 2018/2019 to 2023/2024)

Figure 2 illustrates variation in financial performance across clubs. The overall trend is
increasing. All teams experienced a revenue decline during the COVID-19 outbreak season,
after which revenues increased almost continuously for every team. Both Manchester United
and Manchester City clearly outperform the rest of the sample financially, with Manchester
City surpassing United after the pandemic period. Among the smaller clubs, Newcastle,
Brighton and West Ham achieved similar revenue levels during the first half of the analysis

period, before Newcastle’s takeover became visible from 2021/2022 onwards. (Figure 2)
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(Figure 3: Comparison group’s wage expenditure from 2018/2019 to 2023/2024)

As shown in Figure 3, wage expenditure follows a trend similar to revenue, showing steady
growth for all clubs. However, unlike revenue, wages did not decline during the 2019/2020
season, with exception of Manchester United. This suggests that United made some financial
arrangements during the crisis, while other clubs maintained their wage levels. Newcastle’s
increase in wage expenditure begins one season before the corresponding rise in revenue.

(Figure 3)

Wage/Revenue-Ratio

1.0000
0.9000
0.8000
0.7000
0.6000
0.5000
0.4000
18/19 19/20 20/21 21/22 22/23 23/24
e Manchester United ss====Manchester City e Newcastle

e Brighton e \/\lest Ham

(Figure 4: Wage-to-Revenue ratio from 2018/2019 to 2023/2024)



34

Figure 4 demonstrates considerable variation across both clubs and seasons. The overall
trend is slightly decreasing, implying that revenues have grown faster than the wages during
the sample period. The ratio peaked during the first COVID-19 season when revenues
dropped sharply while wages remained nearly the same. Notably, the differences between
the largest and smallest clubs are smaller for this ratio than for the other absolute financial
values. Newcastle experiences a particularly large spike in 2021/2022 season, as wage

spending nearly matches the total revenue. (Figure 4)

The main indicator of sporting success is the Total Score variable, which combines each
club’s performance across all major competitions. The competition coefficients are weighted
based on the revenue generated by each competition, the prize money, and the overall

prestige of the tournament. The variable is constructed as follows:
1. League: 20pts — league position (Winner: 20-1=19pts)

2. FA Cup: Winner=6pts, Finalist = 5, Semifinal = 4, Quarter = 3, Round of 16 =2,
Round of 32=1

3. EFL Cup: Winner = 4 pts, Finalist = 3, Semifinal = 2, Quarter = 1.

4. UEFA Competitions (UCL/UEL/UECL): UCL winner = 10 pts, finalist =8,
semifinal = 6, quarter = 4, round of 16 =2, group stage = 1. UEL weighted
0.5xUCL, UECL weighted 0.33xUCL.

For instance, the maximum possible score is 39pts (19pts league, 6pts FA cup, 4pts EFL
cup, 10pts UCL). This model emphasizes the importance of league performance, as it is the
primary competition for clubs and comprises the highest number of matches. In addition,

the model accounts for domestic and international cup runs.
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Figure 5: (Total Score from 2018/2019 to 2023/2024)

Figure 5 shows that Manchester City consistently records the highest Total Score,

substantially outperforming the rest of the sample. Manchester United ranks second but

displays more fluctuation, even recording lower score than West Ham in 2021/2022 season

and only slightly above the smaller clubs in 2023/2024 season. Brighton and Newcastle

show upward trends. (Figure 5)
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(Figure 6: League points from 2018/2019 to 2023/2024)

Figure 6 presents league points, where Manchester City dominates again. It shows

exceptional consistency and clearly leads the comparison group. Manchester United has

been performing second best but has achieved similar points totals to significantly smaller
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clubs in some seasons. West Ham shows the greatest volatility in league performance.

(Figure 6)

Club Revenue (Em) Wage (Em) Wage/Revenue Tolal Score League Pts

Brighton 167.2115 114.8632 0.7002738 10 46.5
Manchester City 604.0257 368.4512 0.6156216 31.83333 85.66667
Manchester United 087.2728 336.5365 0.57695 23 66.5
Mewcastle 203.474 145.868 0.7454101 12.16667 52.33333
WestHam 213.6732 138.269 0.6722781 12.38833 50.66667
Total Average 355.1322 221.5976 0.6621067 17.87767 61.13333)

(Table 1: Comparison group’s averages from 2018/2019 to 2023/2024)

Table 1 reports the clubs’ average financial and sporting values. Revenue and Total Score
follow the same ordering. The financially strongest teams also achieve the highest average
sporting performance. Despite similar financial resources, the gap between Manchester
City and Manchester United is substantial. Interestingly, West Ham performed better than
Newcastle in Total Score, while operating with nearly £10m lower wage budget on
average, although Newcastle achieves better league results. Descriptive findings already

suggest a positive link between financial resources and sporting success. (Table 1)

Variable
Revenue

Revenue |Wage Wage/Rev|Total Score
-0.391 0.8456

0.8518

Wage/Rev
Total Score 0.8456 0.8518

(Table 2: Correlation Matrix)

Table 2 presents the correlation matrix. The highlighted cells indicate correlations that are
too strong to be included in the same regression model. Revenue and wage exhibit a very
strong positive correlation, meaning that clubs with higher revenues tend to pay higher
wages, as expected. Both revenue and wage also correlate positively with Total Score,
suggesting that financially stronger clubs generally achieve better results on the pitch.
Wage-to-revenue ratio shows negative correlation with total score, indicating that clubs
allocating a larger proportion of their income to wages tend to perform worse on the pitch.

(Table 2)
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4.2 The Impact of Financial Resources on Sporting Success

This section focuses on the central research question of the study. Several regression models
are used to gain a broader understanding of how financial resources influence sporting
success. The models include different explanatory variables and compare their effects on the
overall Total Score as well as separately on league and cup performance. The wage-to-
revenue ratio is included in all models, while wage and revenue are used separately due to

their near perfect correlation.

The first regression model examines the effect of revenue and the wage-to-revenue ratio on

total sporting performance.

Total Score
Variable Coef Robusts.e. |p-value
Constant 7,92 6,90 0,32
Explanotrary Variables
Revenue 0,04 0,01 0,02
Wage/Revenue ratio -A4.77 8,63 0,61
Model Information
N 30
F(d,f) 13,83(2;4)
P-value 0,02
R? 0,72
Root MSE 5,12
Statistical Tests
RESET testp 0,06
Mean VIF 1,54

(Table 3: First regression model)

As shown in Table 3, The model is statistically significant (p = 0,02) and it explains
approximately 72% of the variation in total sporting success, indicating relatively strong
explanatory power, given the small sample. Revenue shows a positive and statistically
significant association with total score (B = 0,04, p = 0,02). This means that a 10£m increase
in revenue is associated with a 0,4 point increase in total score. The wage-to-revenue ratio
is not statistically significant, suggesting that spending a larger share of revenue to wages
does not systematically improve sporting performance. The results of statistical tests do not
raise any concerns, and heteroscedasticity was addressed using robust standard errors. (Table

3)
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Total Score
Variable Coef Robusts.e. |p-value
Constant 15,16 5,00 0,04
Explanotrary Variables
Wage 0,07 0,01 0,01
Wage/Revenue -17,14 5,89 0,04
Model Information
N 30
F(d,f) 21,13(2;4)
P-value 0,01
R* 0,76
Root MSE 4,84
Statistical Tests
RESET testp 0,20
Mean VIF 1,24

(Table 4: Second regression model)

Table 4 presents the regression results using wage expenditure and wage-to-revenue ratio as
explanatory variables. This model performs better than the previous one, which aligns with
the extensive literature emphasizing wages as a proxy for squad quality (Dimitropoulos &
Limperopoulos 2014; Burdekin & Franklin 2015). The model explains 76% of the variation
in sporting success, the F-test scores a stronger result (21,13), and the root mean squared
error is also lower (4,84). In this specification, every variable is statistically significant.
Wage expenditure shows a strong positive relationship with total score (§ = 0,07, p =0,01).
The wage-to-revenue ratio displays a statistically significant negative effect (f =-17,14,
p=0,04), suggesting that allocating larger share of revenue to wages leads to a weaker
sporting performance. This indicates that a 0,1 increase in the ratio decreases total score by
approximately 1,7 points. The diagnostic tests scores more comfortable results and do not
require additional adjustments, beyond the use of robust standard error to address

heteroscedasticity. (Table 4)

The previous findings clearly indicate that financial resources contribute to overall sporting
success. However, cup competitions often produce underdog stories, as individual matches
carry high importance. Therefore, the next step is to examine how wages and the wage-to-
revenue ratio influence the two components that constitute the total score: league position
and total cup performance. League position is coded in reverse so that the league winner
receives 19 points and the last-placed team receives 0 points. The Total Cup variable

aggregates performance across all cup competitions. To ensure comparability between
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models, league position is used instead of league points, as it is also used in constructing the
total score variable. Wage expenditure is used instead of revenue because it proved more

effective as an explanatory variable and is used more commonly used in sports economics

literature.
Total Cup League pos.

Variable Coef Robusts.e. |p-value |Coef Robusts.e. |p-value
Constant 4,16 2,57 0,18 11,00 3,77 0,04
Explanotrary Variables
Wage 0,03 0,01 0,03 0,03 0,01 0,00
Wage/Revenue -8,16 1,98 0,02 -8,99 5,42 0,17
Model Information
N 30 30
F(d,f) 140,32(2;4) 21,10(2;4)
P-value 0,00 0,01
R? 0,69 0,68
Root MSE 2,81 3,05
Statistical Tests
RESET testp 0,42 0,03
Mean VIF 1,24 1,24

(Table 5: Third and fourth regression model)

As shown in Table 5, wage expenditure is positive and statistically significant in both
models. A 100£m increase in wages increases performance by approximately three points in
both cup and league competitions This suggest that higher wage expenditure increases the
likelihood of advancing further in cup competitions and is strongly associated with higher
league placement. The wage-to-revenue ratio is negative in both models but statistically
significant only in the cup model. Both models explain performance to similar extent
(R?=0,69 for cup and R*=0,68 for league), but the cup model demonstrates stronger overall
significance, as indicated by the substantially higher F-test results. The league model fails to
reject the RESET test’s null hypothesis of no omitted variables, which may indicate slight
misspecification. However, the small sample size limits the strength of such conclusions.

(Table 5)

Overall, this comparison does not allow to assume that wage expenditure has a stronger

effect in either competition format, and caution is required due to the small sample size.
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(Figure 7: Line charts of league and cup performance)

As can be seen from Figure 7, financially larger teams tend to perform more consistently in
the league. Manchester United and Manchester City achieve the best cup results on average,
although their cup performance varies more from season to season than their league
performance. Newcastle and Brighton show relatively stable but poor cup performance
compared to their substantial variation in league performance, while West Ham

demonstrates considerable variation in both competitions. (Figure 7)

4.3 Additional Findings

This section provides supplementary analyses that offer further insights into the relationship
between financial resources and sporting success. These additional findings are structured

around specific sub-questions.

4.3.1 Revenue Spikes

To examine whether seasonal revenue changes translate into sporting performance, a
Arevenue was created and included in a regression model alongside overall revenue. This
variable captures season-to-season revenue fluctuations, therefore reducing the number of

observations to 25.
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Total Score
Variable Coef Robust s.e.|p-value
Constant 4,67 1,43 0,03
Explanotrary Variables
Revenue 0,04 0,01 0,00
ARevenue 0,02 0,03 0,61

Model Information

N 25

F(d,f) 44 .24(2;4)
P-value 0,00

R? 0,73

Root MSE 5,11
Statistical Tests

RESET test p 0,04
Mean VIF 1,05

(Table 6: Fifth regression model)

As shown in Table 6, revenue remains positive and statistically significant. However,
Arevenue, while also positive, is far from statistically significant. This suggests that season-
to-season changes in revenue do not systematically affect sporting performance. The RESET
test fails to reject the null hypothesis, indicating potential model misspecification. Therefore,

these results should be interpreted with caution and further analysis are essential. (Table 6)

CHANGES IN REVENUE AND TOTAL SCORE

B Change in RevenueE W Change in Total Score

\1—NC ER MAMCHESTER CITY NEWCAS LE BRIGHTON WEST HAM
UNITED

(Figure 8: Highest revenue spikes (£m) and its impact on total score)

In Figure 8, each club’s largest revenue spike and its corresponding change in total score are
presented. Newcastle appears twice, as it experienced two identical revenue increases of
70£m. The figure shows mixed results: although most clubs improved their sporting

performance following a revenue spike, Manchester United recorded a 10 point decline in
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total score during the season of its highest revenue increase. Interestingly, Newcastle
experienced both an increase and a decrease in total score despite having the same size
revenue spike. Based on this, no clear conclusion can be drawn that revenue spikes lead to

improved sporting performance. (Figure 8)

d_total_score
o
»
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d_revenue

(Figure 9: Scatter plot of changes in revenue and sporting performance)

Figure 9 further confirms that increasing revenue cannot be generalised as leading to
improved sporting success. The figure shows that in seven cases, higher revenue has been
followed by a decline in total score, while in three cases, a decrease in revenue has coincided
with improved performance. These mixed patterns indicate that short-term revenue changes
do not consistently translate into sporting outcomes. Instead, stable and sustainable long-
term revenue growth may be more important for achieving lasting sporting success. (Figure

9)

4.3.2 Optimal Wage Level

While the main regression models show that wage expenditure is a strong predictor of overall
sporting performance, they do not reveal whether continuously increasing wage spending
will improve performance indefinitely. There may be a point at which the marginal benefit
levels off and additional spending no longer leads to better results. This section examines

whether an optimal wage expenditure level or wage-to-revenue ratio can be identified.
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(Figure 10: Non-linear relationship between wages and total score)

As shown in figure 10, the relationship between wages and sporting performance is non-
linear. The plot indicates that higher wage spending is associated with better sporting
performance, especially when moving from low to moderate wage levels. However, beyond
approximately 300£m, the fitted curve begins to flatten, suggesting diminishing returns:
additional wage increases at the top end provide smaller improvements. Based on this plot,
wage expenditure above roughly 400£m appears unlikely to provide meaningful additional

gains in sporting performance. (Figure 10)

As observed in the correlation matrix and the regression models, the wage-to-revenue has a
negative effect on sporting success. The next step is to examine whether an optimal wage-

to-revenue ratio can be identified.
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(Figure 11: Relationship between wage-to-revenue ratio and total score)

As shown in figure 11, and consistent with previous findings, the wage-to-revenue ratio has
a negative relationship with overall sporting performance. Clubs tend to achieve their
strongest seasons when their ratio lies between 55% and 65%. Once the wage-to-revenue
ratio exceeds approximately 75%, sporting performance appears to decline, most likely
because such spending becomes financially unsustainable and limits long-term squad
development (Szymanski & Kuypers 1999). One notable outlier is Manchester City’s
2019/2020 season, which achieved a high total score despite the wage-to-revenue ratio close
to 75%. However, this season coincided with the Covid-19 outbreak, during which nearly

every club’s wage-to-revenue ratio increased substantially. (Figure 11)

Further analysis supports these observations. As can be seen from table 7, where each club’s
best season and lowest wage-to-revenue ratio are highlighted, Manchester United, Brighton
and West Ham achieved their best seasons when their wage-to-revenue ratio was at its lowest
point. Moreover, for every club except Newcastle, the wage-to-revenue ratio during their

best season falls between approximately 53% and 61%. (Table 7)

WAGE/REV TOTAL SCORE

819 1m0 22 2 2 119 a0 22 am  um
ManchesterUnited 05300 05580 06529 0656705111 0.5511|Manchester United 21 % 7 3 1
Manchester Ciy 05891 07346 0.622¢ 05773 0503 0.5770]Manchester Ciy 2 x % 2 % 2
Newcastle 0546 07937 0.7620 09457 0736 0.6829|Newcaste 8 u o 0 1 0
Brighton 067% 08268 0.7686 o732 oe10d  0.6427]erghton 7 5 6 1 1 u
West Ham 07121 09378 06715 05370 0578 0.5968]West Ham u 5 it 19 8 153

(Table 7: Total score and wage-to-revenue ratio each season for every club)
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4.4 Summary of Findings

This section summarizes the most central and important findings concerning the study. After
interpreting data through descriptive analysis, correlation matrix, regression modeling and
additional exploratory figures and tables, overall, the results consistently indicate that
financially stronger clubs tend to achieve better sporting outcomes. Revenue and wage
expenditure are both positively associated with Total Score, although wages emerge as the

more powerful predictor of performance.

The regression models show that wage expenditure has similar statistically significant and
positive effect on overall sporting success, league performance and cup performance. In
contrast wage-to-revenue ratio is either negative or statistically insignificant, suggesting that
allocating excessively large share of revenue on wages does not translate into improved
sporting success and may even weaken performance. Approximately 70% of variation in
sporting performance can be explained by the models, highlighting the strong role of

financial capacity.

The descriptive analysis and additional findings provide further nuance. Season-to-season
revenue spikes do not systematically improve sporting outcomes, suggesting that sustainable
long-term revenue growth is more important than short-term financial fluctuations. Visual
analysis suggests diminishing returns to wage expenditure, as performance gains flatten at
very high wage levels. Moreover, clubs tend to achieve their strongest seasons when their
wage-to-revenue lies between roughly 55% and 65%. This indicates to be the zone where
wage spending is high enough to support squad quality but not too high to undermine

financial sustainability.

Altogether, these findings demonstrate that financial resources matter for sporting
performance, but not in a straightforward linear way. These results provide a foundation for
the Discussion and Conclusion section, which interprets the findings in relation to existing
literature and the broader dynamics of the football industry, using the previously structured

framework.
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5 Discussion

To provide a deeper understanding of these results, it is essential to rely on the multi-layered
model of resources and capabilities (Figure 12). The conceptual framework, grounded in the
Resource-Based View and dynamic capabilities, helps interpret these findings and explains

why the observed relationships take the form they do.

Sporting Success: Total Score Manchester City
(League and cup achievements)

AN

Dynamic Capabilities: Sensing, Seizing, Reconfiguring

AN

Intangible Resources: Organizational and Human resources
(Valuable, Rare, Imperfectly Imitable, Non-substitutable)

A Newcastle

Tangible Resources: Physical and Human resources
(Valuable, Rare) West Ham

Manchester United

Brighton

(Figure 12: Illustration of Conceptual Framework)

Manchester City exemplifies the successful conversion of financial resources into sustained
competitive advantage. The club appears to satisfy all three layers of the multi-layered
framework: substantial financial resources (Layer 1), strong intangible assets such as
managerial know-how and a reputation that can attract high-quality players (Layer 2), and
well-developed dynamic capabilities that have enabled the club to maintain dominant
performance even during the uncertainty of pandemic (Layer 3) (Marques et al. 2025;
Anderson & Birrer 2011, Teece et al. 1997). Holzmayer and Schmidt (2020) highlight the
importance of dynamic managerial capabilities in football, particularly the value of club-
specific experience and long-term involvement. This is clearly reflected in Manchester
City’s case, as it is the only club in the dataset that retained the same manager throughout

the entire timeframe. Pep Guardiola, currently the longest-serving manager in the Premier
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League, has likely contributed to the development of new organizational resources and
established a distinctive playing identity that promotes continuity and facilitates an effective
sensing—seizing—reconfiguring process (Aschi & Jeevathayalan 2025; Anderson & Birrer

2011; Teece 2007).

Despite Manchester United’s similar financial resources, it failed to match Manchester
City’s performance. This indicates weaker intangible resources and insufficient dynamic
capabilities, supporting Costa et al. (2018), who found that intangible resources are
perceived as more important than tangible resources in football. This again shows that
money alone is not a VRIN resource. Its impact depends on the intangible resources and
dynamic capabilities that determine how effectively it is allocated and integrated within the
team (Ferri et al. 2017; Barney 1991). The case of Manchester United also emphasises the
findings of Holzmayer and Schmidt (2020) regarding the importance of club-specific
experience and long-term involvement in building dynamic capabilities. After the departure
of Sir Alex Ferguson in 2013 following almost 30 years as a manager, United has remained
in a relatively disorganized state, despite significant financial investment in the club.
Although United was one of the most successful clubs of the 2010s and still possesses
substantial intangible assets such as global brand, a vast fanbase and strong reputation, this
has not translated into sustained sporting success. This suggests that following the departure
of long-term, highly experienced manager, Manchester United has particularly lacked
dynamic capabilities (Layer 3) to reconfigure resources in the constantly changing football

business landscape. (Hamil 2008)

Newecastle’s major increase in wage expenditure produced a sharp rise in Total Score, yet
further investment the following season resulted in a slight performance decline (Figure 3;
Figure 5). This supports the framework’s view that external financial injections can elevate
performance only to a certain point (Layer 1), and that sustained improvement requires
internalised learning and dynamic adaption rather than increased spending alone (Teece
2007). This is consistent with Ferri et al. (2017), who found that performance depends not
how much money clubs spends but on how effectively those resources are allocated. As
Newcastle is expected to soon possess financial resources comparable to those of the top
clubs, the Saudi-backed team is currently constrained mainly by Financial Fair Play
regulations. The framework indicates that its next step should be to focus on developing

intangible resources and dynamic capabilities, which appear to be crucial for transforming
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financial resources into sustained sporting success once a sufficient level of financial

capacity has been achieved.

The fluctuating performance of smaller clubs is likely tied to their more limited financial
resources. West Ham and Brighton do not appear to possess sufficient financial foundation
to progress through the higher levels of the framework. Occasional strong seasons may stem
from temporary advantages in intangible resources and dynamic capabilities, such as
innovative tactics or emergent managerial ideas. However, these advantages may be difficult
to sustain, as financially superior competitors can quickly imitate successful tactics or
acquire the key players who enable them. However, Brighton’s steady upward trend and
West Ham’s strong seasons immediately following the Covid-19 outbreak were likely not
coincidental (Figure 5). As Rahmadina & Bhilawa (2025) argue, larger clubs often
experience reduced organisational agility and greater operational complexity, which likely
limited their ability to respond as effectively during periods of uncertainty. Smaller clubs,
by contrast, possibly were able to leverage more agile and responsive dynamic capabilities,
allowing them opportunity to temporarily gain advantage over structurally heavier

competitors.

The framework also helps to interpret the findings regarding the optimal wage level and
revenue spikes. The gains in sporting performance begin to flatten at around £300m, and
beyond £400m the gains were marginal. This is reasonable, as there are relatively few players
whose quality would justify such wage levels. The results suggest that once a club is paying
approximately £300m in wages, the requirements of financial resources (Layer 1) are largely
met. Beyond this point, sustained sporting success is increasingly determined by intangible
resources (Layer 2) and dynamic capabilities (Layer 3). Furthermore, the unsystematic
impact of revenue spikes on sporting success indicates that, to progress consistently through
the layers of the framework, clubs require stable financial basis and development instead of

occasional revenue spikes.

Overall, the conceptual framework proved useful, especially in explaining variations in
sporting performance between clubs. It combines financial resources with organisational
capabilities, helping to explain why clubs with similar budgets may experience different
outcomes on the pitch. While the framework does not fully capture external factors or
identify specific VRIN resources, it provides a strong analytical lens for understanding long-

term dynamics in professional football.
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6 Conclusions

This study examined how financial resources influence sporting success in the English
Premier League through a multi-layered framework grounded in the Resource-Based View
and dynamic capabilities (Figure 1). Using panel data from Manchester City, Manchester
United, Brighton, West Ham and Newcastle between the 2018/2019 and 2023/2024 seasons,
the analysis combined descriptive statistics, correlation analysis and linear regression

models. The study addressed the main research questions:

- How do variations in English football clubs’ financial resources impact their sporting

performance?

The following sub-questions were used to deepen the analysis and enrich the main research

question:

- Is long-term financial stability more important for success than short-term revenue

spikes?

- What is the optimal wage level for maximising sporting success?

This study demonstrated that the proposed conceptual framework successfully explains how
financial resources influence sporting success in the English Premier League. The results
show a clear positive relationship between financial resources and sporting success. This
aligns with earlier research (Rohde & Breuer 2016; Szymanski & Kuypers 1999; Arnold
1991). Wage expenditure emerged as the strongest predictor of performance, reinforcing the
findings of Dimitropoulos (2009), Szymanski & Smith (1997). Newcastle’s significant
improvement following its acquisition by wealthy owners further illustrates this relationship

(Figure 5).

However, the strength and nature of this relationship differed across clubs. Manchester City

and Manchester United operated at broadly similar financial levels yet produced distinctly
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different outcomes. This suggest that tangible resources alone do not generate competitive
advantage. Performance differences arise primarily from how well clubs allocate and
reconfigure resources, reflecting the importance of intangible resources and dynamic
capabilities within the framework. In particular, manager’s club-specific experience and
long-term involvement appear to be crucial for achieving sustained success, aligning with

the findings of Holzmayer and Schmidt (2020).

The analysis found no systematic link between short-term revenue spikes and improved
sporting results. This implies that clubs may lack the dynamic capabilities required to utilise
sudden increases in capital effectively. Intangible resources such as organizational culture,
decision-making routines and playing identity develop slowly (Costa et al. 2018; Barney
1991). Therefore, the findings support the view that long-term financial stability enables
superior performance, consistent with Ferri et al. (2017), who argue that clubs perform best
when financial and sporting strategies are integrated over time. Lago et al. (2006) further
noted that rapidly increasing revenue may lead to unstructured spending, which can

ultimately undermine performance by creating instability.

The second sub-question analysed whether there is an optimal wage level for maximising
success. The wage expenditure curve indicated diminishing returns: sporting performance
improved significantly up to approximately £300 million, after which the curve began to
flatten and, beyond £400million, additional gains appeared marginal (Figure 10). This
suggests that while financial resources are essential up to a certain point, higher spending
does not indefinitely translate into proportional gains, and tangible resources alone are

insufficient to create a sustained competitive advantage. Findings align with the framework.

The wage-to-revenue ratio indicated an optimal zone of roughly 55-65%, with nearly all
successful seasons falling within this range (Figure 11; Table 7). Ratios above 75%
consistently corresponded with poor performance. These findings reinforce UEFA
guidelines recommending a maximum of 70% and identifying 50% as a “threshold of
excellency” (Wilson et al. 2013). Lower ratios being associated with successful seasons can
also be partly explained by Szymanski and Kuypers (1999), who showed that better results
increase revenue. As revenue rises, the wage-to-revenue ratio naturally declines, which helps

clarify why strong seasons often display lower ratios.
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In conclusion, financial resources provide the foundation for success in elite football, but
they are not sufficient alone. Sustainable competitive advantage emerges when stable
financial strength is complemented by coherent intangible resources and strong dynamic
capabilities. Successful clubs differ not only in how many resources they possess, but in how
effectively they utilize them. This study demonstrates that while financial inputs explain a
significant share of performance variation, competitive advantage ultimately depends on the
club’s ability to convert financial capital into VRIN resources and adapt these capacities

over time.

6.1 Significance of the Results

The results of this study support and extend earlier research within a changed football
business landscape. They confirm that previous findings remain relevant in the current
environment despite significant structural and financial changes in the game. The results are
relevant for clubs’ long-term strategic planning and financial decision-making. The results
are also informative for smaller clubs, suggesting that financial resources alone are not the
sole determinant of success. Even with more limited budgets, clubs may achieve at least
temporary sporting success by developing strong intangible resources and effective dynamic
capabilities. Overall, the findings suggest that clubs should prioritize organizational
capability-building, with particular emphasis on leadership continuity and strategic

coherence.

6.2 Limitations and Further Research

Every research project has certain limitations, and this study is no exception. First, the
number of observations is relatively small. This restricts the statistical power of the results,
meaning they must be interpreted with caution and cannot be broadly generalized. A small
sample size also increases the influence of potential outliers. Secondly, the uncontrollability
of external factors may affect the findings. For instance, injuries, internal conflicts within
the team and managerial changes can influence both financial resources and sporting

performance. However, their effects cannot be identified within the models. Thirdly, the
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linear regression models were conducted using pooled OLS, even though it is not the most
suitable method for panel data. Finally, although the Total Score point system is reasonably
justified, it includes weighting decisions made by the researcher, which may influence the

results.

Future research should focus on larger sample size and consider combining different leagues
and a longer timeframe in order to produce more broadly generalizable results. Future studies
should also include more detailed data to better understand how financial resources should
be allocated to maximize sporting success. Additional resource variables could include, for
example, player scouting budgets, academy investments, player transfer budgets and
facility-related expenditures. Moreover, other sporting performance indicators could be used
or combined, such as expected goals (xG), which has recently gained popularity among
football statistic analysts. This would help identify and test VRIN resources in a more
straightforward manner. Finally, an in-depth case study could be conducted on clubs that
appear to utilize their financial resources most effectively, such as Manchester City. Such
analysis could offer new insights into these teams and shed light on what differentiates them

from less efficient clubs.
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Appendix 1: Graphical assumptions of the first regression model
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Appendix 2: Graphical assumptions of the second regression model
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Appendix 4: Graphical assumptions of the fourth regression model
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Appendix 5: Graphical assumptions of the fifth regression model
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