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1. Introduction 
The aim of this essay is to delve into the subject of how football clubs try to add value by 

negotiating terms of agreement in player transfers. The essay covers certain aspects vital to the 

nature of football clubs but the main focus will lie on analyzing the recent transfer campaign of 

Juventus Football Club, one of Italy’s most renowned and successful football clubs. The choice 

of Juventus was decided upon for two main reasons: (1) the club has recently had a change in 

management so the actions of the current management can be compared to the previous one and 

(2) the company’s shares are floated on the Italian stock exchange, enforcing stricter rules in 

terms of financial and governing transparency.  

 

In the following chapter the reader will find a brief summary on the economics of sport. The 

argument is that sport leagues have a set of unique characteristics in terms of economics, which 

amongst other factors, concerns the transfer of players between clubs. Chapter three provides a 

profile of European football clubs and in chapter for a brief summary of the regulatory 

framework regarding player contracts and the transfer of players will be given. The forth chapter 

concerns the negotiation framework used for analysis of the case and the fifth chapter covers the 

regulatory framework set forth by the two main governing bodies of professional football, FIFA 

and UEFA. In the sixth chapter Juventus Football Club’s transfer campaign of the 2010/2011 

season will be analyzed in terms of negotiation strategy. Chapter seven offers some concluding 

remarks, while references can be found in chapter eight.  

2. A brief summary of the economics of sports 
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 

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).  
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In his article however, Rottenberg did 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.  

2.1 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.”  

2.2 Uncertainty of outcome 
In the initial essay Rottenberg 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) uncertainty of outcome 

(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 
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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 

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. 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 
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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 

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.” 

4. Negotiation concepts 
Academic discussion of negotiations often distinguishes between distributive and integrative 

negotiations or in layman’s terms; negotiations in which the pie is sliced (win-loose) and 

negotiations in which the pie is increased (win-win). The general definition of an integrative 

negotiation is: “that all creative opportunities are leveraged and no resources are left on the table” 

(Thompson 2001). It should be noted that integrative negations are often mistaken for equal-

concession negotiations. In these type of negotiations, concessions are made by both parties by 

“splitting up the differences” as opposed to explore and find ways to add value to the 

negotiations. 

4.1 Creating value 
There are certain signs of potential integrative negotiation. According to Thompson (2001) the 

following features are telltale signs of integrative potential: 

1. The negotiation contains more than one issue 

2. Other issues can be brought in 

3. There is possibility to make side deals 

4. Parties have different preferences across negotiation issues 
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Transfer negotiations in professional football often show clear signs of integrative potential. In 

most cases the main issues of negotiations are the transfer fee, payment agreements and the date 

of arrival. Often such as in the case of the Spanish leagues, player contracts carry a mandatory 

release clause, that a prospective club can pay a compensation to release the player of his duties 

at his current club. In most cases though, the transfer fee is a negotiated settlement between the 

two clubs. It is also very common that the transfer fee to be paid in installments but the UEFA 

financial fair play regulations that will come into force 2012 will install stricter regulations in 

regards to the amount of receivables that clubs can owe to other clubs in terms of transfer fees. 

Date of arrival in most cases is at the signing of transfer contract, there are cases of players 

arriving later, especially when clubs wish to acquire talented players who still need to gain 

experience. In that way they can secure the transfer whilst giving the player opportunity to 

develop his talents before arriving.  

 

However other issues are often at stake. A frequent issue is a performance clause, such as an 

additional payment if the acquisition plays a set amount of fixtures for the acquiring club or a set 

fee if the acquiring team reaches a landmark performance (such as qualifies for European 

competition or wins the league).  

 

How the selling club will replace the sold player is also a common issue, a notable recent 

example being the case of Torres-Carroll transfer in which Liverpool F.C. sold their star forward, 

Fernando Torres to rivals Chelsea for a record fee of ₤50 million and consequently buying the 

replacement in Andy Carroll of Newcastle F.C. for another record sum of ₤35 million. Liverpool 

F.C. owner John Henry went on record to state the demand of his club were that they would have 

to receive ₤15 million in surplus of their acquisition of Carroll, so in fact, the negotiations were 

between Chelsea F.C. and Newcastle F.C. with the former setting the price. In some cases fees on 

resale of acquisitions are set.  

4.2 Best and strategic practices and dual concerns 
In his article Distinguishing Best and Strategic Practices: A Framework for Managing the 

Dilemma between Creating and Claiming Value, Keith G. Allred proposes a model the best and 

strategic practices of negotiations, based on two dimensions. Best practices were defined as those 



 8 

that would tend to work well in all situations but strategic practices were defined as those that 

would tend to work well in certain situations and poorly in others. As the framework was aimed 

at capturing the tensions that arise between the three main dimensions of negations: the 

distributive dimension, integrative dimension and the relationship dimension.  

 

Allred used Rahim and Magner´s (1995) dual concerns model to indentify best and strategic 

practices of negotiations under the facets of asserting, accommodating, integrating and avoiding 

(see table 4-1) in an empirical study. In the study of Juventus transfer policy, the same framework 

of analysis will be used to distinguish between the general nature of negotiation and choice of 

tactics in specific situations.  

 

 

 

 
Figure 4-1: Dual Concern model of Rahim and Magner 

5 Regulation on the status and transfer of players  
FIFA and UEFA publish regulations on the transfer of players that the national football 

associations under them must apply to a certain extent. In terms of transfers of players between 

clubs belonging to the same national association, the transfer is governed by specific regulations 

issued by the association concerned, which must be approved by FIFA. Such regulations lay 

down rules for the settlement of disputes between clubs and players, in accordance with the 
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principles stipulated in the general regulations of FIFA. These regulations also provide for a 

system to reward clubs investing in the training and education of young players. The main aspect 

of the regulatory framework regarding registration rights is summarized in the following general 

principles: 

• The principle that contracts must be respected; 

• The principle that contracts may be terminated by either party without consequences 

where there is just cause; 

• The principle that contracts may be terminated by professionals with sporting just cause; 

• The principle that contracts cannot be terminated during the course of the season; 

• The principle that in the event of termination of contract without just cause, compensation 

shall be payable and that such compensation may be stipulated in the contract; 

• The principle that in the event of termination of contract without just cause, sporting 

sanctions shall be imposed on the party in breach. 

 

5.1 Other FIFA regulation-related definitions and features 
 

Organized football: association football organized under the auspices of FIFA, the 

confederations and the associations, or authorized by them. 

 

A professional: a player who has a written contract with a club and is paid more for his 

footballing activity than the expenses he effectively incurs. All other players are considered to be 

amateurs. 

 

Training compensation: A player’s training and education takes place between the ages of 12 

and 23. Training compensation shall be payable, as a general rule, up to the age of 23 for training 

incurred up to the age of 21, unless it is evident that a player has already terminated his training 

period before the age of 21. In the latter case, training compensation shall be payable until the 

end of the season in which the player reaches the age of 23, but the calculation of the amount 

payable shall be based on the years between the age of 12 and the age when it is established that 

the player actually completed his training. 
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a professional moves during the course of a contract, 5% of any compensation, not including 

training compensation paid to his former club, shall be deducted from the total amount of this 

compensation and distributed by the new club as a solidarity contribution to the club(s) involved 

in his training and education over the years. This solidarity contribution reflects the number of 

years (calculated pro rata if less than one year) he was registered with the relevant club(s) 

between the seasons of his 12th and 23rd birthdays 

 

Season: the period starting with the first official match of the relevant national league 

championship and ending with the last official match of the relevant national league 

championship. 

 

Protected period: a period of three entire seasons or three years, whichever comes first, 

following the entry into force of a contract, where such contract is concluded prior to the 28th 

birthday of the professional, or two entire seasons or two years, whichever comes first, following 

the entry into force of a contract, where such contract is concluded after the 28th birthday of the 

professional. 

 

Solidarity mechanism: If a professional is transferred before the expiry of his contract, any club 

that has contributed to his education and training shall receive a proportion of the compensation 

paid to his former club (solidarity contribution). 

 

Matters not provided for: Matters not provided for in these regulations and cases of force 

majeure shall be decided by the FIFA Executive Committee, whose decisions are final. 

5.2 Accounting related definitions 
 

Registration rights: When a club contracts a player, the club obtains the ‘registration’ rights to 

that player, obligating the player to use his sportive talent to the benefit of the club for a finite 

period of time. Although players are bought and sold between clubs based on their contracts or 

registration rights, the registration rights themselves are not traded per se, as players renegotiate 

contracts with the new club 



 11 

 

Transfer fees: When a club acquires a player it negotiates a transfer fee with the player’s current 

employer. The transfer fee is normally a function of the player’s quality, the remaining value of 

his contract and supply and demand factors.  

6. The case of Juventus 

6.1 Juventus football club  
Historically, Juventus is Italy’s most successful football club, winning the Italian Serie A 27 

times (excluding the 2 titles stripped in 2005 and 2006). In total they have won 51 official 

competitions since 1929. In May 2006 Juventus was one of five clubs linked to a match fixing 

scandal and as a result was relegated to Serie B for the first time in history. Juventus has been a 

joint stock company since 1967 and has been listed on the Borsa Italiana since December 2001. 

The float is 32.5% of total shares and 60% is held by the Agnelli family of Fiat fame. Juventus 

aims at being a leading European sports organization in terms of operating professionalism. They 

are the only football club in Italy with membership of STAR (segment of Stocks conforming to 

High Requirements). Juventus´s mission is to be “the very benchmark of a modern football 

company: excellent in sport, close to the fans, but managed with great professionalism and a 

focus on commercial opportunities.” 

6.2 The 2010/2011 transfer campaign 
The transfer campaign is normally held in two phases each year, in relation to the football season. 

The first phase of the transfer season is held in the period between the beginning and end of two 

football seasons, normally between the beginning of July and the end of August in Italy. The 

second phase takes place in the so called transfer window in the middle of the league season, 

normally open through January. 

 

During the first phase of the transfer campaign, notable differences were visible in the transfer 

policy of the new management as compared to the old. In the years before, several high cost 

acquisition had been made, most notably those of three Brazilian players, Amauri, Melo and 

Diego. All three transfers had a transfer value above €20 million and in all cases payments were 

spread over a period of three or four years. These three, amongst other acquisitions, had come at 
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a relatively high price as salary costs had risen considerably, too over €120 millions in annual 

costs in 2010.  

6.2.1. Disposition of costly assets 
In addition to the new sportive management having different emphasis that the old one, the 

general policy of the club in light of a though economic environment at the time, reducing the 

wage bill was a priority for the season. This led to the main dilemma of first phase of the transfer 

campaign.  

 

The club had several veteran players that were earning a relatively high salary with contract 

durations of more than one season, but that were not in the clubs future plans. Disposal of those 

players would be depended on the players´ willingness to accepting lower salary at alternative 

clubs. It was therefore not necessarily in those players´ best interests to leave.  

 

Fazed with this dilemma a club can lower its transfer fee requests, allowing prospective clubs to 

allocate more resources to paying wages. This also is seen happening when a player’s contract 

expires, allowing him to leave on a free transfer on the Bosman rule. An example of this is the 

free transfer of Mathieu Flamini from Arsenal to AC Milan. Flamini was out of contract at 

Arsenal and AC Milan, seeing as they would not be required to pay a transfer fee to Arsenal, 

offered him an alleged annual salary of €4,5 million, an amount far higher that what he had 

previously been earning and above his caliber according to some experts.  

 

Matters were different however in the case of the veteran Juventus players on the transfer list for 

the 2010/2011 campaign, such as David Trezeguet, Mauro Camoranesi, Jonathan Zebina, Fabio 

Grosso and Hasan Salihamidžić. Those particular players were all well above thirty and therefore 

at the end of their carriers. Due to their age Juventus would not be able to demand a significant 

transfer fee for them. This means that allowing them a free transfer would carry relatively little 

value for the prospective acquiring club. As matters turned out, the club was able to negotiate a 

disposal for Trezeguet, Camoranes and Zebina to alternative clubs on a free transfer. For the 

veterans the BATNA was merely to sit out their contracts and hopefully play a few games during 

the season. Trying to lower their BATNA the club resorted to playing hard ball by demoting them 

to practice with the youth team. This tactic was unsuccessful in the case of Grosso and 
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Salihamidžić who stayed with the club and after a series of injuries in the senior team, were 

promoted to it again.  

6.3 Acquisition strategy 
The new management showed notable resourcefulness in negotiations of player acquisitions in 

the first phase of the transfer campaign. The most notable feature was the preference for 

mitigating financial risk of expensive acquisitions.  

6.3.1. Definitive acquisition 
This is the most common form of acquisition in which two clubs negotiate a transfer fee for a 

player which in turn negotiates terms with is new club to be. As said before several factors can 

determine the value of the transfer fee, common factors being the duration of the players current 

contract, time in regards to transfer windows, general interest in the particular player, age of the 

player, rivalry between the negotiating clubs.  

 

There can be numerous ways to make transfer happen. The most common of which is the 

spreading of the transfer fee over several periods. This allows for a higher transfer fee as it does 

not strain the clubs liquidity to the same extent as a lump sum payment.  

 

In some cases, particularly when there are considerable differences in competitive levels between 

the clubs, a swap of players might be used. This could be in the form of a young prospective 

player being added to the transfer package when buying a star player at a club, relieving the 

selling club of the headache of finding a replacement. 

 

In the 2010/11 transfer campaign Juventus made two definitive acquisitions, Leonardo Bonucci 

and Marco Storari. In both cases, the transfers were simple single issue transfers with the only 

integrated feature being a payment installment clause of the transfer fee.    

6.3.2. Player sharing agreements 
Although generally uncommon in other European leagues, the existence of co-ownership is 

relatively common in Italian football. In some cases a promising youth player at a top club needs 

to gain experience but has problems to break into the first team. A solution to this problem would 

be for the player to transfer to a lower level club, in which he would more easily break into the 
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first team and gain experience. But his current club would not necessarily want to dispose of him 

as they might see future potential in him. An option would be to loan him, but the downside is 

that it might not provide necessary incentive for the loaning club to develop the player’s talents.  

 

The co-ownership of a player by regulation of the Italian football association a disposing club a 

first option on the 50% stake that that club disposes of. The option is exercisable within a year of 

the agreement. Juventus participated in two disposals of player sharing, where the co-owning 

clubs gained full ownership of the two players.   

6.3.3. Loan with an option to buy 
The most notable feature of the Juventus transfer campaign of 2010/2011 was its extensive use of 

loan agreements with a set-fee option to buy. After a number of disappointing high value 

transfers in recent years, this set-up has obvious advantages. Buy loaning a player, the acquiring 

club is not committing itself to a high transfer fee and will have a year in which it can evaluate 

the player’s qualities in detail and his fitness with the clubs environment. If the player passes the 

test, the club has already negotiated the transfer fee and will not get into a situation in which the 

owning club can demand a higher transfer fee because of the player’s performance at the 

prospective club. This eliminates risk for the acquiring club. As was the case with loan 

agreements of the players Pepe, Motta, Matri and Quaglarella.  

 

The club also had two loan agreements with English clubs Liverpool and Arsenal. The one 

regarding Alberto Aquilani, an Italian international that had been riddled with injuries since 

joining the English club. The agreement between the clubs was that Aquilani would join Juventus 

on a season long loan deal without any transfer charge but with an option to buy after the season 

for €16 million. Additionally, Juventus would have pay 50% of the player’s wages. The benefit 

for Liverpool was that Aquilani would be able to get back to his best by playing at the highest 

level while Juventus would get a premium quality player for a year without transfer cost and in a 

wage category which they could handle.  

7. Concluding remarks 
During the 2010/2011 transfer campaign the new sportive management of Juventus F.C. closed a 

number of transfers that seem to have involved considerable effort in terms of integrative 
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negotiation. However it is not certain for an outsider to evaluate properly whether the clauses in 

those particular contracts arose because of integrative or equal concessions negotiations. 

Therefore, in terms of the dual concern framework, it is difficult to distinguish weather the 

general strategy of Juventus was accommodating or integrating, but cooperation and empathy 

seems to be of a relatively high level. When looking at the campaign as a whole it seems as if the 

new management has been forced to be creative in attaining the players that they had on their 

wish list under considerable financial constraint as almost all contracts made in the period allow 

for a delay of financial outlay.  
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