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ABSTRACT

This study is to estimate cost efficiency of premier league football clubs in England using
a stochastic cost frontier analysis model. Three main objectives of this study are: (i) to estimate a
cost function of football clubs in England; (ii) to measure cost efficiency of football clubs in
England; (iii) to examine factors that affect inefficiency of football clubs in England. Secondary
data consisting of monetary and general data from 12 premier league football clubs in England
during the season 2000-2001 to 2005-2006 used in this study.

The results of this study indicated that price of players, amortization of players, stadium
facilities expenditure, goals, attendance and turnover were statistically significant and they had
effective effects to a change in operational cost. The results of parameter inefficiency showed that
foreign manager, foreign players and capacity could improve the cost efficiency. The efficiency
scores showed that Charlton Athletic had the highest average efficiency with a score of 94.53%
followed by Tottenham Hotspur with a score of 94.38% and Newcastle United with a score of

93.21%. Arsenal had the lowest average efficiency with a score of 62.24%. The average cost



efficiency of 12 clubs during 6 seasons was 88.13%. This score suggested that football clubs
could possibly reduce their production costs by 11.87%. Furthermore, the study revealed that
small football clubs employed lower costs. As a result, they had higher cost efficiency but poor
performance. On the other hand, the middle sized and big football clubs used higher costs. As a

result, they had lower cost efficiency but better performance.



