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Introduction

The essence of exciting professional football competitions ishaving sporting merit

and sporting ability as the deciding factor in winning or losing. This leads to

competitions filled with matches where unpredictable outcomes are possible and

where the excitement and passion for the fans liesin the possibility their side could

triumph .

The objective of the European Leagues (EL), as representative of the domestic

league organisers, is to enhance and protect competitive balance within

domestic football competitions .

At the end of 2019, the ELdecided to make a study to better understand the

financial landscape of European professional football and its impact on

polarisation and ultimately sporting competitive balance .

COVID-19

The world at the beginning of this year looked very different . The COVID-19
pandemic surprised societies and the impact was and is still enormous for many,
including the entire football industry. All competitions were stopped, and football
showed a great level of adaptability and flexibility to allow many leagues to
resume their competitions, first with matches to be played behind closed doors
and then, where possible, with the gradual return of fans to the stadiums.

The sporting, financial and social impact isimmense in the short term, while the
mid and long -term effects are still very uncertain because of the unpredictable
of the virus. However, itisalready clear that the pandemic will lead

that hundreds of

development
to billions of lost revenue for football, with the consequence
professional clubs of all sizes, playing in many different domestic competitions,

face serious negative financial (cash) issues
The fight against the pandemic and the battle to safeguard our industry still needs

our full attention . If the logical consequence was to push back this study, the topic

and insights revealed by this work did not become any lessrelevant .
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The financial landscape of European football
KPMG was commissioned to provide data and analysis for the report which

provides clear insights on the financial developments over recent years. All
available data used in the report isrelated to the pre-COVID-19 era, as well as all
conclusions made from the report. The report mainly focuses on the financial

landscape from a domestic top -tier league perspective .

The analysis does not solely reflect the 36 professional football leagues (29 top -tier
divisions) and associations of clubs from 29 countries which are members of the EL,

but all 55 UEFAmembers . Given the fundamental (financial) differences between

the biggest and smallest leagues, a cluster approach was developed and

implemented to facilitate the analysis.
The findings of the report will further help to define the direction and goals of our
Association and its Members . In these times of uncertainty, it is essential to blend

the values of European football 6 such as our meritocratic promotion and

relegation structure and the distribution of solidarity payments & with the forces of

change to ensure the game is healthy at all levels of the pyramid . More even
distribution of UEFA Club  Competitions (UCC)  revenue, enhanced
professionalisation of leagues and clubs, closer cooperation between all

stakeholders, and the sensible deployment of club budgets will be central to a

healthy future for European football .

the COVID-19

interests aside and to find

The cooperation between all football stakeholders to overcome

crisis has proven that it is possible to put individual
solutions for the benefit of professional football as a whole . Let this be the spirit

and the motivation for collectively tackling and overcoming our future

challenges .

The report isthe result of the boundless efforts of many people, for which we owe
them all gratitude and appreciation .Hopefully, you will study it with great interest.

Nyon, November 2020

X 047

Lars-Christer Olsson Jacco Swart

President Managing Director
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Introduction

The Biggest Market in the Greatest Game
Football is the wo r | ché@ss popular sport and Europe is its largest market .
Featuring more professional leagues and clubs than anywhere else on earth and

four in every 10 of the w o r | pdofessional players.

Created by the Football Community

For more than a hundred vyears, this success has been the result of the choices
and actions of the whole football community & from players and fans, to coaches
and administrators . Together they have developed a European professional
football ecosystem that has generated mass appeal through its competitive
balance o with opportunities for any single team to beat another, and for clubs to

rise through the football pyramid to trophy -lifting glory.

The Appeal of Competitive Balance

Thiscompetitive balance, throughout the whole competition, has stimulated the
highest aggregate attendance figures in the world, with approximately 103 million
football fans filling stadiums during the 2017/18 season across approximately

12,000 European league games played largely at weekends . With a further 10
million fans attending 735 UEFACIub Competitions (UCC) mid -week matches . TV
and media audiences are just as significant, with Ampere Analysis estimating that
approximately a quarter of all expenditure on broadcast content in Europe is

allocated to football .

Growing Pains
Over the past two decades, the growth at domestic and international level has

been particularly rapid, leading to the expansion of club finances .

The three revenue streams driving this growth for clubs have been central league
revenue (from TV and league sponsorship), individual club commercial income

(sponsorship and merchandising) and UCC distributions .

But this rapid commercial expansion has brought some growing pains with it.
Specifically, on-pitch performances and off-field financial records indicate that
the gap is widening between clubs, which has brought concerns about
polarisation and competitive balance to the forefront of discussions between

football stakeholders .

Understanding Polarisation

A degree of polarisation has always existed between and within leagues due to
local market and socioeconomic  conditions, the heritage and longevity of
leagues, and individual club popularity, it has increased recently due to the
diverging scale of media markets in different countries, the unequal impact of the

forces of globalisation, and the changing model for UCC revenue distribution .
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Financial development of European football

In general, the findings indicate that European football has continued to grow its

revenues ; however, the financial gaps both between and within leagues are
increasing .
An overarching theme is that there is a growing concentration of financial

resources in the top clubs throughout the leagues in Europe. While the

phenomenon of having financial and sporting disparities between clubs is not

new, the growth rate of this inequality is increasing and represents a worrying

trend .

Unlike other industries, the football industry thrives on, and needs, healthy levels of
competition between its participants, whether in terms of a title race, a relegation
for UCC. When financial

battle or qualification disparities become too large, this

becomes increasingly difficult to achieve .

(1/4)

Overview

Over the recent 10-year period, centralised revenues (league broadcasting,

UCC) and individual

club football

club (commercial) revenues have driven top -tier European

financial growth . In relation to the transfer market, growing transfer

spending at the top continues to support the financial ecosystem further down

and itisnow playing a more important role in club financial operations .

Although European football was becoming more profitable in recent years, nearly

half of all the clubs stilloperate with deficits .

A consistent increase of players wages (almost doubling during the past decade)
is the main cost driver for clubs, resulting in persistent unsustainable business

models .

The variance in revenues between leagues is largely explained by domestic

socio -economic  and cultural realites. However, professional league/club

structures as well as league and club appeal are also fundamental to financial

development, especially inrelation to non-domestically generated revenues.
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Financial development of European football

Cluster-based analysis

The landscape of top -flight European football consists of many domestic leagues
that are at different stages of development . Due to these differences, we opted
to showcase the recent financial development through a clustering approach
The top tiers of U E F A5 snember associations were divided into five distinct
groups or 6 ¢ | u sbased anétheir average operating revenue across the last five

full financial years.

There has been impressive revenue growth, but this trend is not widespread
throughout the whole ecosystem . However, it should be noted that there are
large differences between and within leagues that may not be fully represented
using average figures. The result isthat the financial gaps between most clusters
are increasing . The main reasons for the increases between and within clusters
are revenues from centralised domestic league broadcasting deals, individual
club commercial contracts and centralised international UCC distributions to

clubs.

At the very top, if we consider the last decade (since FY2009), the revenues of the
10 financially most dominant clubs in Europe are growing faster than the rest of

the professional clubs across the continent .

(2/4)

CLUSTERB _ CLUSTERC

6 leagues 11 leagues 22 leagues
(96 clubs) (~140 clubs) (~230 clubs)
Albania,
Andorra,
Armenia,
Bosnia-
Herzegovina,
Estonia, Faroe
. Azerbaijan, Islands,
Austria, .
Belarus, Georgia,
Denmark, . :
. Bulgaria, Gibraltar,
Belgium, Greece, )
Croatia, Iceland,
England, Netherlands , Hungary, Israel, .
Cyprus, Czech Kosovo, Latvia,
France, Portugal, Kazakhstan, . ) -
. Republic, Liechtenstein*,
Germany, ltaly, Russia, Norway, . . .
! . Finland, Lithuania ,
Spain Switzerland , Poland, .
Romania, Luxemburg,
Turkey Scotland, . .
Serbia, Macedonia,
Sweden, i
Ukraine Slovaklg, Malta,
Slovenia Moldova,
Montenegro,
Northern
Ireland ,
Republic of
Ireland, San

Marino, Wales

Note : European Leagues members are highlighted above in bold . Please see Appendix for a detailed list
of European Leagues® members, including Associate Members and Development members .
*Liechtenstein has been included separately from a country analysis perspective .
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Financial development of European football (3/4)

Centralised and individual club revenue streams, wages and profitability :

Centralised revenues : League broadcasting

A The value of league broadcasting rights is driven by different socio -economic A The importance of UCC revenues as part of the total league revenues has
and cultural factors, including the popularity of football, domestic market size, grown significantly and impact all leagues . In addition, it was found that during
league and club appeal, professionalisation of leagues, media market the previous 2015-18 UCC cycle, in each league, the top three clubs received
competition and international interest. These drivers have mostly benefited the (on average) 85% of all UCC revenues distributed in the same country . These
top leagues . The uneven growth of broadcasting revenues has resulted in factors contribute to further increase financial differences between and
significant differences between and within leagues . This is evident when imbalances within leagues . Qualifying round payments to clubs have the same
analysing league turnover and the mounting share broadcasting is playing in distortive effect in smaller leagues as UCL and UEL payments have in bigger
league revenues, especially in the bigger countries that have also invested domestic leagues .

strategically for the medium and long term. Leagues, in general, aim to
distribute broadcasting revenues to foster increased competitive balance in Individual club revenues : Commercial
their competitions . A Clubs from top leagues and very small leagues have registered growth in their

commercial revenues but it is noticeable that such growth is more evident

Centralised revenues : UEFACIub Competitions (UCC) among clubs from the top leagues . Although the share of club commercial

A Over the past 10 years, UCC revenues have been growing the fastest. As a income at a cluster level has fallen, it remains a key source of differentiation
consequence, UCC distributions to clubs - driven by the evolution of the UCC within all leagues, especially for top clubs, where individual club differences
distribution models and access list - are increasingly impacting all levels of the drive premium values.

ecosystem . As from the current 2018-21 UCC cycle, UEFAChampions League
(UCL) revenues have grown much more than UEL,while solidarity payments

have fallen behind and remain small. The Financial Landscape of European Football
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Financial development of European football (4/4)

Individual club revenues : Matchday

A Although its relative percentage share has remained flat, matchday revenues
remain fundamental for financial and non-financial (i.e.fan appeal) reasons for
all clubs in all clusters. For leagues with lower centralised broadcasting
revenues, matchday revenues can represent an even more important income

stream for their member clubs.

Individual club revenues : Transfers

A The growth and net spending on the transfer market is driven by those clubs
belonging to the top leagues . The redistribution of transfer fees continues to
support the wider ecosystem with clubs in the top leagues acting as 6 net
s p e n d.eAr teedsame time, clubs from other leagues remain 6 n este | laadr s &
the transfer market has increasingly become an important source of income in

medium and small leagues .

Wages and Profitability

A

A

Profitability remains a challenge for the industry, as clubs carry high fixed
player wage costs compared to revenues that can fluctuate significantly
season to season. On aggregate, player wages have been continuously
increasing and have almost doubled during the past 10 years. Wages are
pushed upwards by c | u lpwsiit of domestic and, increasingly, UCC-focused
success. Thishas resulted in the wage -to-revenue ratio, in general, rising over

the period analysed .

Financial regulations, both domestic and at UEFAlevel, have guided clubs to
more sustainable models but considerable differences exist between and
within clusters. Out of 54 leagues, only 17 have managed to generate an
average positive net profit over the 5-year period FY2014 & FY2018. The
presence of outlier clubs, in particular in medium and small leagues, can drag

down figures.

With 37 leagues across the whole of European football with negative
profitability, the issueisnot league -specific but club -specific and industry-wide .
A combination of factors impact club profitability ; however, the Ilevel of
professionalism in league/club  structures and management are a key

determinant . The Financial Landscape of European Football
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Finance and Sporting Performance

Financial differences impact competitive balance in professional club
competitions and can undermine competitiveness . The report, based on data and
analysis from the International Centre for Sports Studies (CIES)and 21st Club, looks
at both title races and differences in team quality to analyse competitive balance
within the leagues and the relationship between financial strength and sporting

performance .

The analysis reconfirms that financial performance impacts and isimpacted by
sporting performance with on-pitch success more likely when clubs have more

revenue to invest in their playing squads.

In addition, it was identified that domestic leagues with less revenue have a
bigger difference in the on-pitch quality between any two consecutively ranked

teams within their competitions .

The key findings indicate a greater dominance by a fewer number of clubs in
many domestic leagues and the sporting advantage these top clubs have from

regular participation in UCC competitions .

These indicators are:

A A sharp decline in the number of different domestic champions .

A Teams crowned domestic champions achieved a record
number of points per game .

A The percentage of domestic league games remaining at the
point of titte win increased .

A The points gap between the champions and runner-up teams
also increased .

A The advantage clubs have in domestic competitions from

playing regularly in UCC.
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Future outlook will depend on tackling challenges collectively

The Financial Landscape of European Football highlighted many positive aspects
that professional club football in Europe can and should be proud of. However,
there are important and difficult challenges to consider as we plan for the future.
A collective approach from all stakeholders will be necessary to overcome these
challenges :

A Protecting competitive

balance : Match unpredictability and competitiveness

throughout the competition are fundamental to ensuring long -term success of
club competitions and the interest of fans. The trend points to greater

dominance by a fewer number of clubs in many competitions .

A Growing revenue gap between top clubs and others: The financial polarisation
between clubs competing domestically and internationally is increasing and

accelerating

A Distortive impact of UCC payments : Club distributions from UCC are having a
greater distortive effect in domestic leagues due to the increased size and

concentration  of these payments to a small number of top clubs in each

league .

A Wage growth : The escalation of wages to levels that in some cases exceed
club revenues creates an unsustainable long -term business model which poses

systemic risks

A Overarching challenge of virtuous/vicious cycle : Supporting and maintaining

virtuous cycles in European football while negating the emergence and

growth of vicious cycles .

The unprecedented  shock of COVID-19 has magnified these issues but the

extraordinary levels of cooperation amongst all stakeholders in the emergency

response to the pandemic should give usall hope for the future .

Now, the challenge for these stakeholders is to come together and plot a

sustainable path forward for European football at a time of paradigm -shifting

digitisation, rapidly changing audience behaviour and extreme economic

uncertainty . It will depend upon the ability of the footballing stakeholders to take
bold and potentially difficult decisions that are genuinely in the interests of the
game . Not individual interests but collective interests. Not for the short term but for

the long term. Not as owners but as custodians .

The Financial Landscape of European Football
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Glossary of terms

Broadcasting revenue The media broadcasting revenue received by clubs due to their CAGR Compound Annual Growth Rate
participation in national leagues and other domestic
competitions . The domestic deals and 0o where they exist o the WTR Wage -to-Revenue (ratio)

sale of media rights to international territories are both covered .
Deals related to UCC are not part of thisrevenue stream.

Commercial revenue Merchandising, shirt sponsors, kit supplierg, stadium naming rights WLE World League sForum
partners and other commercial partnerships .
Matchday revenue All income from single and season ticket sales, matchday EL European Leagues
hospitality and F&B(Food & Beverage) .
Net Profit The final result after all costs, gains and losses
WFCA World Football Club Association
Miscellaneous items, such as grants, donations and other
Other revenue exceptional revenue . ECA European Club ASSOCiatiOI’I
Solidarity payments The solidarity system of UEFA distributes solidarity payments to
every national federation ;the exact amount isdetermined by a
variety of factors ; countries which had a representative in the FIFPRO Eédération Internationale des Associations de
UCL group stages receive a higher amount . Generally this Footballeurs Professionnels

income isdistributed to clubs who did not play in either the UCL
or UELgroup stages. Thiscovers around 650 clubs, versus the
32+48 which are represented in group stages every season.

UEFA Club Competitions Revenu$ céist?tpqte(:_ by UEfFA in the fornkwtof clt))mtpetitilor; FSE Football Supporters Europe
payments (participation, ~performance, market pool) to clubs ,
(UCC) revenue who play in the Champions League (UCL) or Europa League SDE Supporters Direct Europe

(UEL)and in the form of solidarity payments (Qualifying Rounds
and Non -Participating Clubs) to those who do not.

Wages Basic salaries, performance bonuses, social security and pension
contributions  paid to all employees, including players,
backroom staff and employees .

Note: Growth or cumulative values on pages of this report may not sum to total. This is due to
rounding only.
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