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What describes Corvinus
University of Budapest

2 Campuses on both side of the
Danube.

Various fields covered with six
faculties.

Excellent reputation, which has

Student’'s Unio
University

Who are we?

The Hungarian Law for Higher
Education requires each institution
settle a permanent represenation
body for students. The core idea
behind that is to include students a
every level of institutional decisior
making.

The student organisation not only
helps to establish a link between
teachers and students, but is also v«
active in organizing all kind of
different social events. These are m
2F GKS GAYS KSf¢
historical building.

Neverless, the Corvinus Bakits
specific Comittegfor institutional
Budgetary, Communication,
Education, Sport, Student
Organisatioml, Student Wellfarand
Dormitory issues.

We are also very proud to launch tr
first sign language course of the
Hungarian higher education.

- Zsolt BECSEY
EducatiorDirector at CUB SL

been proven in various domestic
and international rankings.

Award for the excellent education
making the management
profession globally competitive.

The highest index of satisfaction
among the employers concerning
the students having graduated
from Corvinus University.

Academic excellence

3-cycled programmes with focus
on Master's in foreign languages.

accredited
(in the EPAS

Internationally
programmes
system).

Aim: to reach international
standards in education and
provide competitive degrees on

the European and global market.

Unique in Hungary: degree
programmes in landscape
architecture and food science.

The wide range of interesting
courses at Corvinus offer a
unique experience of academic
content, working with Hungarian
and international students and
exposure to practical problems of
Hungarian and regional issues.

A lot of emphasis is put on
learning  versus teaching at
Corvinus. Learning also means
exploration, often putting the
emphasis rather on questions
than answers, dilemmas instead
of clear-cut solutions.

Nevertheless, Corvinus is solid on
academic theory and making
students work hard. After all, rest
feels good when  serious
accomplishments are achieved!

Rankings

According to the Financial Times
European Masters in
Management Rankings the CEMS

degree that is offered also at
Corvinus is regularly the first or
second most recognised
programme in this field.

According to the different

The Spors Committe at CUB SU

Since January 2014 Corvinus Stuc
Union has a brad new entity
committed to everything related tc
sports. This consists of promotinc
the University Sport Life and
encourageing the transfer of mort¢
and more Sport Economics
knowledge for studentshe
committe first president is Richart
llés

On the shorterm we are aiming to
be involved as organisers in intra
and inter University sport events.
Our dream is to have a new Spol
Palace for the University students

This is of an utmost importance
since CU still has to have one.

We firmly beleive we are dhe
right path to acheive our goals.

We wish you a pleasant stay in
Hungary.

domestic rankings the University
and its faculties are all featured
among the best.

More information about
achievements in different
rankings you can find here.

Student life - international
atmosphere

Every year about 1,500
international students choose to
study at Corvinus University.

International website:
http://portal.uni-
corvinus.hu/?id=44509



Zoltan Vago

The dual labor market
and the win-maximizing
behavior in
professional football

Summary

he true football fan is an
interesting species as their
life is defined by extreme

conditions. ~ Whenever  their
beloved team achieves something
remarkable, they can also
thoroughly feel the joy of
winning. On the other hand, they
most likely feel devastated when
the object of their affection fails
miserably.

Naturally, the sharp contrast
between these two states of
mind has a profound impact on
the football fan’s opinion about
the extraordinary wages football
players. For example, when the
players, who earn six times more
money in a week than the fan
does in a vyear, finally win a
championship then their salary
feels justified. However, when
they fail to deliver, then their
perception in the fan’s mind
instantly changes as they become
“overpaid and lazy”, who should
find a “real job”. It is doubtful
that Gareth Bale’s weekly wage of
£300,000 was frequently
mentioned among Real Madrid
fans after he netted a spectacular
winner against Barcelona in the
Copa del Rey final, but it was a
popular talking point some time
back.

My study focused on two
guestions that are related to this
matter. First, | closely examined
the operations of the modern
labor market of professional
football, then | analyzed whether
paying colossal amounts of
money for players is the right
strategy for football clubs in
pursuit of success. The main

findings of the study are
summarized below.

Football players are a special kind
of workforce as their playing
career is limited to a maximum of
15-20 years. They constitute the
most important resource of every
football club as they are those
whose performance really
matters on the football pitch. The
investment in training grounds
and better facilities certainly raise
their “productivity”, but all this is
secondary to the player’s talent,
which is generally defined as a set
of certain individual skills and
capabilities.

For the sake of simplicity |
assumed that there are two types
of players in the labor market.
The average ones possess the
most basic skills that are required
to play football. However, there
are those who excel in a number
of categories and perform above
the average. For example, they
have great vision on the pitch,
can pass the ball accurately and
can also strike with great force. It

“The clubs can limit the wage of an

average player; in effect they are paid
less than their actual contribution for
the club’s performance. The difference

here is called “rent” by economists.

Clubs aim to maximize this rent and use
it to pay the high wages of the second

category of players.”

is easy to realize that this set of
skills is only possessed by a
handful of footballers. There few
(if any) like Diego Maradona,
whereas there are many who are
as talented as, say, Fernando
Gago in Argentinian football.

The second type of players is
called “superstars”. They are the
ones who are associated with
prominent capabilities on and off
the pitch as well. Most players in
this category are extremely
popular among fans and thus
have the quantifiable brand value

that can be utilized. David
Beckham was a truly great
footballer but he is also
remembered by the vast media
and advertising empire he has
built around his fame. The
popularity also enhances the
perceived  abilities of the
superstar. They appear to be
better than their counterparts
and thus their status is reinforced
further.

The special skills of the superstars
are limited resources and the
football clubs compete to acquire
them. In the experience of clubs,
superstars attract fans to the
stadium, increase commercial
revenues (such as kit sales), while
also help the team on the pitch.
The effect of a player of this
caliber on a club’s commercial
and playing success is thus far
greater. In economic terms, the
marginal product of labor of a
superstar is higher than an
average player’s.

The microeconomic model of a
monopsony labor market shows
that the football labor market is
highly ~skewed towards the
superstars. The market for
average players is a real
monopsony: there are many
sellers (players) and relatively few
buyers (clubs). The clubs can limit
the wage of an average player; in
effect they are paid less than
their actual contribution for the
club’s performance. The
difference here is called “rent” by
economists.  Clubs aim to
maximize this rent and use it to
pay the high wages of the second
category of players. On the
market  for  superstars the
relationship of clubs and players
is the opposite: there are few
superstars and relatively many
clubs. The highly skilled players
are able to negotiate higher
salaries thus they become
overpaid when their wage is
compared to their contribution to
the club’s performance.



All in all, different rules apply for
the two types of players which
gives the dual characteristic of the
labor market. The average
footballers are “exploited” while
the Messis and Ronaldos enjoy
the benefits. The notion that “all
players are overpaid” does not
hold true; only a small proportion
is.

The second part of the study
examined whether it is a good

spending of the clubs. The
parameter of success was the
number of league points a team
achieved in a season.
Furthermore, | incorporated the
effects of the spending on new
players (transfer fee balance) and
the performance of the previous
season (number of league points).

The impact of the transfer
spending however proved to be
negligible and statistically

serves as an incentive to keep
them at the club in the long-term.

The final results of the study are

not surprising; they rather
reinforce the common
perception: teams with more

financial resources should employ
superstars as they exert a
positive, quantifiable effect on
the club’s performance.
Accumulating star players can
also limit competition between

idea to employ
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their revenue on

player (especially star

player) wages in

2013. Manchester City spent even
more than their turnover as
temporary deficits and losses
does not matter for a win-
maximizing football club.

Teams with higher wage bills
generally have more superstars
thus the data on total wages paid
by a club is a good indicator for

the presence of exceptional
players.
Using  regression analysis |

examined the extent to which the
performance of superstars affects
a club’s fortunes. The input of the
model was the total wages of
Premier League clubs for every
year between the 2001-02 and
2010-11 seasons. | chose the
difference between a team’s
actual wages and the average
wage of all teams that year as a
parameter in order to get a more
precise picture of the relative

Difference from average wage bill of all teams (GBP million)

insignificant. As a result, this
parameter was eliminated from
the final model.

The main finding of the model was
that between 2001 and 2011
Premier League clubs achieved
+0,2 league points than others for
every £1 million they spent on
wages above the league average.
These extra points were purely an
effect of higher wages (and
presumably more superstars) and
cannot be put down to the
performance of the previous
season.

However, the “marginal product
of increased wage spending” is
decreasing, which means that
after a certain amount it does not
worth to pay more to players.
After a point (£30-50 million
above the average) the extra
salary of superstars is not justified
by increased performance, it only

clubs since there are relatively
few of them available. Seeing the
superiority of a team in terms of
skilled players can deter further
competition on behalf of other
outfits.

CORVINUS

Author: Zoltdn VAGO
BA in Business and Management

CUB Scientific Student Papers (2013).
Original (HU) at: http://szd.lib.uni-
corvinus.hu/6189/
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Addém Jéljért
Money is on the

ground — (or how much
is on the run?)

onsidering popularity
and income the
(European) football is a
match for traditional American
sports, i.e. baseball, American
football. So it is not a surprise
that it attracts more and more
capital, through stock markets
and/or individual investors, and it
has become serious business.
Professional football clubs like
other businesses publish financial
statements. These statements
provide information from the
financial state of the company.
They help managers to evaluate
the financial condition and
operating performance of the
club so that they may take better
decisions. Stakeholders — i.e.
owners, competitors, potential
investors, government — may also
be concerned about statements.

Football players are also the
part of financial statements: they
appear in the balance sheet.
Balance sheet lists, on the one
hand, the value of club’s assets,
and, on the other hand, all the
liabilities plus the owner’s equity.
Players are taken into account as
assets (like ie. land and
buildings), which serve the

company’s operation. The
company’s income is strongly
determined by their
performance.

All of the players’ value can be
found under the line “Intangible
assets” in balance sheet. Clubs
give more details about these
values in the Notes — under the
name of “Player Registrations”.

A player has “useful life” — like
i.e. a company car. It is a period
over which a depreciable asset is
expected to be used by the club.

The useful life is equal to the
length of player’s contract. Due to
Bosman Ruling the seller club is
not able to obtain money from
the selling of a player, when its
useful life comes to an end. For
this reason the value of the player
is zero at the end of his contract.

Most  detailed information
about the value of players could
be found in financial statements
of the football clubs of United
Kingdom and of clubs are quoted
on various stock-markets. It can
be proved, that the more capital is
invested into a football club, the
more detailed financial
information is published about
football  players’ value in
statements.

After  reading these the
question surely arises: how is it
possible to determine, or at least
estimate the value? Is there any
calculation which is able to give

“Final values are influenced by other

factors (i.e. bargaining power of football
clubs) that are hardly can be supported

mathematically”

the value of a particular player?
Few mathematical models can
be found that may give help in
case of estimation. In my opinion
these models can only be used
for rough estimation, and not for
determination of an exact value.
The explanation: final values are
influenced by other factors (i.e.
bargaining power of football
clubs) that are hardly can be
supported mathematically.
Nevertheless, they can provide a
base value for negotiations.
Nicholas Rowbottom published
a model in 1998 using data of the
previous season prior to the
player valuation. Rowbottom’s
model is based on a function
which uses the following simple
and easy-available data:
A number of goals scored
in the previous season
at professional level,

A number of appearances
made in competitive,

A final league position of
the club holding the
registration in  the
previous season

A selection on a national
team at junior (under
21), 'B' and full
international level

A age of the player at the
date on which their
registration is
transferred

If one data changes from the
above-mentioned list — while
other data remains constant —,
the numerical change in the
market value of the player could
be received by the means
(averages) of the function. The
disadvantage of model is that the
function has to be recalculated in
every valuation period.

The second model (published in
2008) is the model of Haim
Kedar-Levy and Michael Bar-Eli.
Players’ valuation is approached
from the club owner’s view in this
model, since football players are
taken into account as risky
investments. The starting-point of
this difficult mathematical model
is the MRP (marginal-revenue
product). This means the extra
revenue obtained by the club
from “using” one more “unit” of a
football player.

Another  model exists in
purpose of players’ valuation,
which was created by Radu
Tunaru, Ephraim Clark and
Howard Viney in 2005. The basis
of this model is the Opta-index.
This index is based on the analysis
of all matches played in the
Premiership by each player,
recording more than 90 distinct
actions and outcomes for players,
including kinds of shots, passes,
tackles, saves, etc. The players are
categorized by the position they
play: goalkeepers, defenders,
midfielders and attackers, and
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In the following table, the

biggest appreciation in the
calendar year of 2013 are listed.



1 Gareth Bale 24 35.000.000£ 70.500.000£ 35.000.000£ 100,0%

80.000.000€ 40.000.000 € balance sheets
2 Luis Susrez 27 25.500.000£ 46.000.000£ 20.000.000€  79,3%
52.000.000€ 23.000.000 € aggregated for the top
3 Luke Shaw 18  1.300.000£ 11.500.000£ 10.000.000£  766,7% EPL clubs in the last 3
13.000.000€ 11.500.000€
4| Jack Wilshere 22 19.500.000£ 29.000.000£ 9.700.000£  50,0% years.

33.000.000 € 11.000.000 €

5 Romelu Lukaku 20 12.500.000 £ 22.000.000 £ 9.700.000 £ 78,6%
25.000.000€ 11.000.000€ [4. Table] Transfer Balance
6| RaheemsSterling 19 2.200.000£ 11.500.000£ 9.200.000£  420,0% Sheets 2011-2013

13.000.000 € 10.500.000 €

7 Santi Cazorla 29 17.500.000£ 26.500.000 £ 8.800.000 £ 50,0%
30.000.000 € 10.000.000 €

8 Theo Walcott 25 16.500.000 £ 24.500.000 £ 7.900.000 £ 47,4%
28.000.000 € 9.000.000 €

(Source: Transfermarkt.co.uk)

3| ChristianBentele 23 79000008 16,000 H00E To000e  1000% Manchester United -69.414.400 £| Mata 39.362.400 £
10| CésarAzpilicueta 24 7.900.000f 16.000.000£ 7.900.000£  100,0% Manchester City -93.801.840 £|Fernandinho 35.200.000 £
18.000.000 €  9.000.000 € Chelsea e -51.453.600 £[Willian 31.240.000 £]
11[  AaronRamsey 23 10.000.000£ 17.500.000€ 7.500.000€  73,9% Arsenal -33.484.000 £|Ozil 44.000.000 £|
B YT i‘l‘;‘;ﬁi jxgi — Tottenham +3.273.600 £[Soldado 26.400.000 £|
eran Gibbs A 13000000 £.000.000¢ o Liverpool -21.164.000 £Sakho 16.720.000 £
13 Coutinho 21 7.500.000f 14.000.000f 6.600.000f  88,2% Manchester United -54.221.200 £|van Persie 27.016.000 £
16.000.000€ 7.500.000 € Manchester City -15.532.000 £|Garcia 17.776.000 £|
14[ JanVertonghen 27 13.000.000£ 19.500.000€ 6.200.000€  46,7% Chelsea 2012 ~79.376.000 £|Hazard 35.200.000 £|
ST 272:338&?: ;ggi — Arsenal +2.684.000 £|Giroud, Podolski |10.560.000 £|
orean cnelcerin = 52000006 £7500006 Tottenham -5.165.600 £|Dembélé 16.720.000 £]
16| AsmirBegovic 26 3.00.000f 8.800.000£ 5700.000f  185,7% Liverpool -46.992.000 £|Allen 16.720.000 £
10.000.000 € 6.500.000 € Manchester United -37.672.800 £|De Gea 17.600.000 £]
17| JamesMcCarthy 23  4.800.000£ 10.500.000£ 5.700.000£  118,2% Manchester City -59.048.000 £|Agtliero 39.600.000 £
18| Andros T d 22 450.000£ 1:2338&? : §§$$§ 1300,0% Chelsea 2011 -64.372.000£ Mata PBAHEIIEE
ndros Townsen . .200. .700. X )
7.000.000€  6.500.000€ Arsenal +9.350.000 £[{Ox.-Chamberlain | 12.144.000 £
19| Simon Mignolet 26  4.800.000£ 10.500.000£ 5.700.000£  118,2% Tottenham +30.360.000 £|Parker 5.456.000 £|
12.000.000€ 6.500.000 € Liverpool -38.332.800 £|Downing 20.064.000 £
20| Ross Barkley 20 4.000.000£ 9.700.000£ 5.700.000€ 144,4%
11.000.000€ _6.500.000 €
[3. Table] Biggest value increases, year ( \
2013
(Source: Transfermarkt.co.uk) Impressum
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