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1 Introduction 
 
The aim of this essay is to show how the Balanced Scorecard method of Kaplan and Norton can 

be used for the execution of a strategy within the sportive unit of professional football clubs. The 

essay will focus on the European football club structure with particular emphasis on the business 

unit concerned with sportive performance, which in this essay is defined as the clubs primary 

product. The result should be a template that could be used as a starting point when implementing 

a performance measurement system for the management of sportive resources of professional 

football clubs. 

 

The essay begins with a brief discussion on the balanced scorecard method and its most important 

definitions. It is followed with a brief discussion on the economics of sport and its most important 

concepts. The third part of this essay is a profile of the European Football Club Landscape as 

presented by the European football authority UEFA. These three chapters lay the foundation for 

the main discussion of the essay, namely the implementation of the BSC method to sport 

technical management of football clubs.  
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2 The Balanced Scorecard 

2.1 Introduction 
In 1992 Kaplan and Norton introduced the methodology know as the Balance Scorecard (BSC). 

While the BSC was initially a performance measurement system it has evolved to become a 

management system used by profit driven corporations and non-profit organizations alike. As a 

management system the BSC aligns and focuses the entire organization on implementing and 

improving its strategy.  

 

Most big organizations formulate sub-strategies for various business units or operative processes, 

such as quality, sales or human resource strategy (Ólafsson, 2005). In terms of football clubs, the 

management of their sportive resources should follow a strategy that is formulated within the 

frame of the general business strategy of the particular club. This is referred to as cascading in 

BSC. A more detailed discussion of this aspect will follow in the proceeding chapters. 

 

Performance measurement is an integral part of the implementation of a strategy, although in 

some cases the communication of values is seen as sufficient to implement a strategy (Ólafsson, 

2005). The measurement of performance requires that the criteria of the particular objectives of 

the strategy should be well defined but the BSC method defines indicators of success within four 

specific perspectives: finance, customers, processes and human resource. The implementation of 

BSC is highly dependent on the implementing organization and can thus vary significantly 

between organizations.  

 

Two integral parts of the BSC are the strategy map and the scorecard. A strategy map should 

describe the strategy of an organization by showing its main objectives and the cause-effect 

relationship between those objectives (Ólafsson 2005). A strategy map will also illustrate the key 

success factors of specific objectives and other related issues. A scorecard shows the objectives 

from the strategy map and one or more indicators for each objective. Each  indicator will have to 

(1) be relevant to the strategy, (2) be easily understandable, (3) deliver quantifiable results, (4) be 

frequently measurable, (5) have a positive influence of employees and (6) it should signal the end 

of a project (it should be indefinitely measurable). 
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This combined process should deliver an organization able to focus its effort on implementing a 

formulated strategy. This is not necessarily the case in many organizations as in some cases 

employees are not even aware of a general strategy being implemented by top management. In 

other cases the organization lacks a clear strategy. To summarize this discussion on the BSC, a 

sum-up of its main definitions will follow.  

2.2 BSC definitions 
Strategy: A description of a desired performance and how it should be obtained  

Execution of a strategy: The work done specifically to implement the strategy of the organization 

Strategy map: A strategy map should illustrate the strategy of an organization and the cause-

effect relationships between the main objectives of the strategy. Prime- and sub-objectives are 

linked together with arrows that indicate the cause effect.  

Scorecard: A scorecard shows the objectives from the strategy map and one or more indicators 

for each objective along with other aspects such as reference points.  

Cascading effect: A general strategy of an organization is implemented in a manner that 

specifically explains how it will achieve its formulated objectives. In that way a sub-strategy of a 

given business unit or a value chain component should be a logical sequence of the general 

strategy. In that way the general strategy is cascaded down towards various sub-units of the 

organization.  

Key Success factors (KSF) are a defined set of objectives that describe what the organization 

needs to achieve in order to successfully execute its strategy.  

Key performance indicators (KPI) measurements assigned to the KSF. The indicators have to 

SMART (specific, measurable, aspiring, result oriented in terms of improvement, time-specific in 

terms of frequency of measurement). The indicators can be both lagging and leading. 

Performance Indicators measure business performance on an on-going and regular basis and are 

both internally and externally focused. 

3 The economics of sport 

3.1 A brief introduction 
It is generally acknowledged that the first academic article on the economics of sports was Simon 

Rottenberg´s seminal 1965 article in the Journal of Political Economy. In The baseball player’s 
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labor market, Rottenberg asserted his beliefs that the economics of professional sports leagues 

could be analyzed with the same economic framework as any other industry. Other scholars have 

since argued that the economics of sports has distinct characteristics from other industries and 

there have also been written articles on the distinctive characteristics between certain categories 

of sports and between the European and the American model (Sloan 2006).  

 

In his article Rottenberg did however recognize two features that were characteristics of the 

industry. The invariance principle (IP) and uncertainty of outcome (UOO) are crucial, but 

controversial, elements of the economics of sport.  

3.2 The invariance principle 
The invariance principle, which is in essence an application of Choase theorem states that in an 

efficient market all clubs in a league must be roughly the same size to maximize the profitability 

of the league. However this attribute is not apparent in European football as Sloan (2006) points 

out: “Indeed, many smaller clubs maintain salary limits on the grounds that to pay more would 

lead to financial ruin. This is much more likely to be the case in Europe than in North America, 

since in the former case the larger size of leagues for a given population means that some clubs in 

the major leagues are very small. Further, leagues are organized within countries with disparate 

populations, and the most successful clubs in each country compete in lucrative European wide 

club competitions. This means that the more successful club in small countries may need to be 

‘too strong’ for domestic competitions to have any hope of being successful in European wide 

competitions. Under these circumstances it may be necessary to rig the market to ensure that 

there is sufficient sporting competition.” In addition to that, it is worth mentioning that it is not 

necessarily the league that is the maximizer but the clubs themselves.  

 

Sloane (2006) points out that the invariance principle has limitations to real life situations. By 

redistributing talent, Sloane says: “First, neither the fans nor the players will be happy with the 

sale of good players to inferior clubs. Second, if there is a large disparity in the size of clubs, the 

marginal revenue products may be incapable of being equalized across clubs.”  
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3.3 Uncertainty of outcome 
In the initial essay Rotemberg referred to the uncertainty of match outcome, however the 

following literature has distinguished between short- (match outcome), medium- (intra seasonal), 

and long-term (lack of domination by clubs over a number of seasons) UOO (Bougheas and 

Downward, 2003). 

 

The IR and UOO have given birth to the concept of the Competitive Balance (CB), which states 

that the higher the balance of a competition, the higher is its ability to maximize profits. How 

much competitive balance is required for joint profit maximization however remains unanswered 

(Sloane 2006). To emphasize his point Sloane describes the variety of conjectures held within the 

field as “sports economist blur the picture by arguing that gate-sharing has no impact on 

competitive balance (the majority view), that it improves competitive balance (Marburger, 1997, 

Kesenne, 2000) or that it worsens competitive balance (Szymanski 

and Kesenne, 2004).”  

 

In earlier works Sloane (1971) had analyzed European football and argued that when it comes to 

the organization structure the profit sharing structure resembles more a cartel than a multiplant 

firm. “Teams in most sports take decisions about investment, about whether to produce at all, and 

they usually have substantial control over ticket prices. They also control merchandising, which 

is now a major source of revenue. One of the most important aspects of Sloane’s definition of 

sporting leagues is that it provides a more plausible framework within which to explore the 

potential problems associated with managing the mutual interdependence between teams. More 

recently, Flynn and Gilbert (2001) reinforce this perspective by examining sports leagues as joint 

ventures. Neale’s definition could imply that centralized control coordinates passive teams. 

(Bougheas and Downward, 2003).” 

 

A key difference seems to lie in the openness of a league. Noll (2002) shows that in an open 

league, team quantity will be higher as there is an incentive to buy better players, as teams strive 

to gain promotion or avoid relegation. Promotion and relegation can also increase fan interest 

because a higher proportion of games over the season will matter. (Sloan 2006). When comparing 

the US leagues to European ones, Noll observes that the European leagues (open structure) have 
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greater revenue disparities than the major US leagues (closed structure). “This reflects the fact 

that there is no attempt to limit the supply of teams in order raise profitability. There is a greater 

density of teams in Europe in relation to population, so that small town teams are often found 

even in the top divisions. This makes comparison of the relative potential efficiency of open and 

closed leagues somewhat difficult to judge” according to Sloan (2006). 

3.4 The unique characteristics of sports as a product 
In marketing terms, spectative team sports as a product have some distinguishing characteristics. 

First of all, in order for the product to exist, two competing organizations (clubs) must collaborate 

by participating in a match. A marketer can only influence the augmented products (catering, half 

time entertainment, sky boxes, etc.) but he can not influence the quality of the core product (the 

match itself). The product is consumed at a particular place, at a particular time and cannot be 

relived and the experience is influenced by other consumers (spectators).  

 

4  Profile of the European professional football clubs  

4.1 Main objectives of European Football Clubs 
In 2007 the United European Football Association (UEFA) began the implementation of a 

financial regulatory system for professional European football clubs, requiring clubs to adhere to 

a specific standard of financial health. A second stage of this program will be implemented in 

2012, when the UEFA Financial Fair Play regulation will be put into force. In connection with 

these agendas the UEFA publishes an annual benchmark report on the European Club Football 

Financial Landscape (FLR).  

 

According to the FLR, a majority of European football clubs have the legal form of (1) 

association, (2) incorporated company or (3) specifically defined sporting incorporated company 

(see figure 4-1). A majority of the clubs show a non-profit seeking behavior with its main 

objective being sportive performance: “Despite football clubs often taking the form of a company 

or group of companies including a small and decreasing number being quoted on stock markets, 

the maximization of financial returns (profits) is rarely the main objective of clubs. Club owner’s 

priorities can differ, for example in the relative focus on short or long term and the attitudes to the 

local community, but generally the raison d’etre approximates to “Being as successful on the 
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pitch as possible whilst ensuring the continued existence of the club.” This is crucial to consider 

when analyzing club costs and when looking at profitability.”1 

 

 
Figure 4-1: Legal forms of UEFA registered clubs 
 

4.2 UEFA financial peer groups 
The UEFA defines financial peer groups within football club landscape (see figure 4-2). The 

clubs are divided into five categories after annual revenue creation: (1) Lop: €50M+, (2) Large: 

€5-€50M, (3) Medium: €1,25-€5M, (4) Small: €350.000-€1,25M and (5) Micro: <€350.000. The 

average annual income of clubs and consolidated income of clubs within each country varies 

quite dramatically, to such an extent that the invariance principle can hardly seem very credible. 

The scalable nature of this distribution can be seen in figure 4-3.  According to UEFA 2009 

benchmark report the transfer system significantly redistributes wealth from big to small clubs 

(see figure 4-4).  

 

 

                                                 
1 UEFA 2009 Benchmarking report: Football Club Financial Profile 
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Figure 4-2: UEFA peer group definition 
 

 
Figure 4-3: Scalable aspect of club income 
 

 
Figure 4-4: -Playing staff wage-to-turnover ratio 
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4.3 Football club organization and business strategy 
Most football clubs have some sort of division in their organizational structure between the 

management of football technical processes and other administrative, selling and general 

processes. As an illustration of this the organizational chart of Borussia Dortmund BVB divides 

its tasks into four main categories: sport, finance, communications and organization. Sport and 

communication on one hand and finance and organization are fall under the separate executive 

management umbrellas (see figure 4-5).  

 

 
Figure 4-5: Borussia Dortmund Organization Chart 
 

4.4 The sportive operations of football clubs 
Without the team and the matches there is no product and therefore, in a way, the sportive unit of 

the organization is the heart of the organization. In this essay the focus lies on a generalized 

strategy or a template of a strategy but any specific club strategy will be dependant on the club’s 

positioning within the football environment. In that sense, Real Madrid will have significantly 

different objectives and sub-strategies than a small semi-professional regional club would, for 

example. An example of this is the net P/L of player trading. Real Madrid in general is a net 
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spender of player registration rights as it needs the highest quality of sportive resource but top 

clubs in the smaller leagues of western Europe are often dependent on having a trading surplus as 

their position requires of them to be competitive in European competitions (as these competitions 

are a major source of revenue) and thus carry abnormally high wage costs compared to other 

teams in their leagues.  

 

The role of the academy is also affected by the nature of the club. Semi-professional clubs such 

as the ones in Iceland operate academies or youth programs that serve their local societies. They 

therefore are operated as separate non-profit organizations and participants pay admission fees 

for their services. An academy at a professional club is operated as a resource conversion center 

for the first team. The Ajax academy is a good example of this. In a report by Johan Cruyff from 

March 2011 that leaked out of Ajax, this conceptual framework is very apparent (see figure 4-6). 

In the rapport the following statements are made: (1) the development of individual youth players 

is the primary process of Ajax (teams do not make their debut) and (2) the organizational 

structure, the way of coaching and the training methods of Ajax have to be aimed at individual 

development processes.  

 

In Cruyff’s opinion the academies tend to shift to a structure in which the managers of youth 

teams become kings of their fiefs and that a consequence of that is that performance of the 

organization centers on youth team success instead of individual development and conversion 

into the senior team. In his opinion the academy should be managing individual primary 

processes as seen in figure 4-6.  

 

 

 
Figure 4-6: The individual player as primary process at Ajax 
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4.5 Key performance indicators for Football Clubs 
In 2002 the British Football Association (the FA) published a manual on Key Performance 

Indicators for Football Clubs in collaboration with Deloitte & Touche. The manual provides the 

basis of creating indicators for business units such as financial management, customer service 

excellence, football, Fan management, TV, media and publications, corporate sales, food service, 

facilities and events and merchandising. The manual provides 48 indicators, but stresses that the 

list is not exhaustive and not necessarily suitable for specific situations.  

 

In this essay many of the objectives and corresponding indicators relevant to a football club are 

left out of the discussion as it does not fall within the boundary of the sportive unit. The results of 

execution of particular sportive strategy and the sportive performance in general does affect parts 

of the organizations, such as match attendance and broadcasting revenue and    

 

5 The BSC and the management of sportive resources in 
football 

5.1 The general strategy 
Without the team and the matches there is no product and therefore, in a way, the sportive unit of 

the organization is the heart of it. In order to illustrate the cascading effect of the strategy onto the 

sportive unit it is necessary to look at the general business strategy of the club. In this essay we 

focus on a generalized strategy or a template of a strategy but any strategy will be dependant on 

the clubs positioning within the football environment. 

 

In figure 5-1 the cause effect relationship from the bottom to the central strategy of the club is 

illustrated. The organization is focused on two separate pillars, efficient operations through cost 

management and the creation and development of revenue streams. The management of the 

teams, coaching staff, scouting network and other sport technical supporting units will be referred 

to as the sportive unit. In the template the general strategy is defined as “achieving sportive 

success while staying financially healthy.” This is in line with the findings of the FLR, mentioned 

in chapter X and should be relevant for the majority of European football clubs. However, what a 

specific club defines as sportive success or financial health is absolutely case specific.     
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Figure 5-1: The general strategy of a football club 
 

As figure 5-1 illustrates the two operating units interact to a certain degree. The main effects that 

should be considered are: 

a) Sportive performance will affect revenue sources, such as UEFA contributions, match day 
revenue and merchandising 

b) Investments in sportive resources will push up costs 
c) The quality of facilities will affect long term sportive performance 
d) The human resource policy will affect the quality and style of the sportive unit 

 

5.2 The strategy map 
When designing a strategy map for the sportive unit illustrated how the general strategy cascades 

into the operations of the sportive unit. The process perspective illustrates the unit’s primary 

process, which is to convert resources into output. The input is seen in the growth and learning 

perspective and can depend on various aspects, such as the selection of football talent, the 

selection of coaching and supportive staff (medical, physiological, psychological, etc.) and 

technology used for the development of talent (facilities, equipment, IT, etc.). The customer and 
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financial perspectives are focused on the output of the sportive unit (the utility for fans and 

demand for the clubs talents).  

Strategy map: The Representative Football Club Objectives 
 

 

 
- Obtain break even 
- Augment product 
- Cost efficiency 
 
 
 
- League ranking 
- Fan engagement 
- Sell-through of  
  talent  
 
 
 
- Talent development 
- Senior team quality 
- Cost benefit of 
  youth program 
- Cost benefit of 
  scouting network 
 
 
 
 
 
 
 
- Technical staff 
  quality 
- Club spirit 
- Test development 
  and collect data 

Figure 5-2: The Strategy Map for the Representative Football Club  

5.3 Scorecard 
In the scorecard the specific performance indicators for each objective (key success factors) are 

defined.  

Perspecti
ve 

Objective Indicator Reference point 

Finance Cost efficiency Total wages/total turnover <70% 
Finance Cost efficiency Trailing five year net sales profit 

less net acquisitions costs 
>0 

Finance Cost efficiency Cost of facilities/turnover  
Finance  Obtain break Net profit margin >0% 
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even results 
Finance Augment 

product 
Merchandize sales/match day 
revenue 

* 

Customer League ranking (Bi)annual league ranking A top 5 position  
Customer Fan engagement Total attendance/capacity 70% 
Customer  Fan engagement Results from standardized survey >4 (Likert) 
Customer Sell through of 

talent 
Enquires for player acquisition by 
other clubs 

2 per month on 
average 

Process Talent 
development 

Annual conversion rate from youth 
team 

2-3 per year 

Process Senior team 
quality 

Average score from bi-annual 
evaluation 

* 

Process Senior team 
quality 

Number of international call up X per year 

Process Cost benefit of 
youth program 

Net contribution of youth related 
senior players expressed in revenue 
creation, less the cost of youth 
academy (annual).  

>0 

Process Cost benefit of 
scouting 
network 

Net contribution of scouting related 
senior players expressed in revenue 
creation, less the cost of scouting 
network (annual). 

>0 

Learning 
and 
growth 

Technical staff 
quality 

Median UEFA coaching degree of 
coaching staff (annual) 

C-degree 

Learning 
and 
growth 

Club spirit Average tenure of backroom and 
technical staff 

5 years 

Learning 
and 
growth 

Test 
development 
and collection 
of data 

Number of fields (coaching, mental, 
physiological) with standardized 
evaluations each quarter 

*** 

Learning 
and 
growth 

Test 
development 
and collection 
of data 

Interest initiated (second tier 
scouting) / scouting reports 
 

10% 

* This indicator assumes that the match day revenue is affected by the sportive performance. The 

sales of merchandize divided by the match day revenue should give and indication of the 

incremental sales performance of the marketing department. 

** The measurement of quality can be done on many levels. This can be mental ability, technical 

ability, tactical knowledge, physiological capability, etc.  

*** A big issue regarding the BSC implementation into the balanced scorecard is the frequency 

of measurement. In this case the development of standardized tests will happen over a long 
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period of time (months or years) and there are only so many fields worth monitoring. This 

indicator is therefore likely to fail the criteria for KPI as they will eventually be “achieved”. 

  

This list is by no means exhaustive and the indicators are not the main argument here. The 

general framework and the application of it to the management of sportive resource of the 

football club, however is the central issue.  As the FA manual mentioned in chapter 4.5 shows, 

other operating units, such as a marketing department or the management of facilities, have 

additional objectives that serve the general strategy. That however is not directly relative to the 

sportive unit.  

6 Concluding remarks 
 

The BSC method can be an important source of performance measurement for professional 

football clubs. The BSC fits well for organizations with top-down oriented organizations in 

which the execution of a general strategy is a core issue of management. The cascading of the 

strategy to the management of sportive resources or resource conversion is in the case of football 

clubs, rather fluid.  

 

Hopefully, this essay will bring some understanding on this issue and encourage performance 

measurement in this field, be it through BSC or not.    
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