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ABSTRACT

The purpose of this study was to study of the structural challenges of football club privatization in Iran with a factor
analysis method. The method of conducting the research was a combination of two qualitative and quantitative methods.

In the first stage of research was used library methods and qualitative interview with expertsto identify and codification

the variables and components of privatization. In the second part of the study, a questionnaire was designed according to
the identified components of the previous stage and distributed among the statistical population. The statistical population
of this study was 260 people. Considering the necessity of using the views of Rey experts in the first phase of the study was
usedPurposive sampling method and the type of snowball. Also In a quantitative phase, random cluster sampling method
was used and 155 participants were randomly selected using Cochran _formula.In order to analyze the data, was used of
Jfactor analysis.In the political-legal aspectwere identifiedfour factors including 'legal, juridical, and managerial
problems’;"bureaucracy, lack, of macro and middle planning’,'the lack of operating the plans by the government',"
informational and statistical weaRness in the field of sports management” andIn the aspect of economic challengeswere
identified four factorsincluding'challenges of political economy and lack of economic infrastructures’,"lack of productivity
bases in football’; 'economic instability for investment" and 'lack of financial incentive and encouragement for football'.
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INTRODUCTION

Privatization has been recently introduced as the main goal of economic and political thought as
well as and an acceptable strategy for increasing productivity and achieving economic growth
in less developed countries. At present, the discussion of privatization has been given due
attention in all industries, and the sport industry is no exception. Nowadays it has been
frequently asserted by the experts that the appropriate strategy to deal with the economic
difficulties surrounding the sport industry is privatization and the partnership of the private
sector in sport. Thus, in many countries of the world, the traditional structure of the clubs has
been completely changed; the sport industry has flourished with the help of commercialization
of the clubs (Michie, Oughton, 2004). Over the past few year, the discussion of privatization has
been given due attention in all industries of the country, and sport industry is no exception.
Thus, the traditional structure of the clubs has changes all over the world, and the sport industry
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has thrived from the commercialization of the sport industry (Michie, Oughton, 2004). It seems
like that the sport sector is in need of a fundamental change to transit from these conditions and
it can reduce the huge costs imposing on the public budget. The main infrastructure of football
industry is the clubs functioning as manufacturing factories and businesses of this industry and
they have the most important role in the economic development of this industry. Applying the
facilities, skilled and specialized human resources, and efficient management, these clubs have
turned football to a profitable industry (Elahi et al., 2009).

The primary studies indicate that if the obstacles of football clubs’ privatization are not removed,
the Iranian football will definitely experience a real crisis. However, one can assert that the
environmental, semantic, behavioral, and structural challenges are believed to be the most
important challenges of football club privatization in Iran (Gharakhani, 2010).

The role and impact of football clubs as businesses are highly important in creating different
jobs, reducing the governmental control over the affairs, attracting public investment and
partnership, and thus leading to profiting in the national, provincial, urban, and even local
levels; in the developed countries, football clubs have an important role in the gross national
product (Hamil, Walters, 2010). Privatization in sport is not useful and profitable by itself, and
if the necessary conditions are not provided, one cannot claim that the mere privatization in
sport will result in profits and benefits (Doherty, Murray, 2007). Economic stability, economic
liberalization, the existence of complete and fair competitions for conditions in the economy,
establishing appropriate legal and regulatory frameworks, correcting the structure in some

@ organizations, and the existence of large and effective financial markets are all regarded as the

indispensable conditions of successful privatization programs within sport. The Iranian political
as well as economic conditions are such that there are a variety of challenges and obstacles for
football club privatization in Iran. One can study the challenges with a mere analytical method.
However, it is very unlikely to provide a more clear analysis and interpretation of the aspects of
the obstacles and challenges. Moreover, the stereotype political, economic, social, and cultural
classification is recurrent and cannot help provide a clear perspective of the obstacles. In the
present study, by the structural and macro elements, the researcher means to discuss the legal,
political, and economic issues and obstacles. Factor analysis is a method for statistical analysis
that can organize the data based on the internal consistency of the items in newer dimensions.
Exploratory Factor Analysis (EFA) is a subcategory of factor analysis. In EFA, the researcher
intends to uncover the underlying structure of a relatively large set of variables. The main
presupposition is that each variable is likely to be related to any given factor. In other words, the
researcher has no primary theory in this method. In the present research, it is aimed to study
more recent aspects and components of privatization challenges and obstacles in Iran through a
factor analysis.

Review of the experimental background

In a study titled as “the study of the challenges and obstacles of football club privatization in
Iran” conducted by Gharehkhani in 2010, he aimed at identifying the most important challenges
and obstacles of football club privatization through an exploratory method by conducting a field
research. According to the findings of the aforementioned study, the most important challenges
of football clubs’ privatization include environmental challenges (0.93), behavioral challenges
(0.89), semantic challenges (0.53), and structural challenges (0.36) (Gharakhani, 2010).
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Amiri et al (2012) conducted a study titled “Definition and Prioritization of Obstacles Facing
Privatization and Private Sector Participation in the Development of Sports”. The findings of their
study indicate that according to the academic experts’ views, the main obstacles of sport
privatization are managerial, cultural-social, political-legal, and economic obstacles. According
to the executive managers, the main obstacles facing sport privatization are managerial,
cultural-social, economic, and political-legal obstacles. According to the executive managers,
the indirect competition existing between the government and the public sector, managers’
resistance against reducing the governmental control over the affairs, managers’ independence
on the public sector, lack of investment security in our country, and abusing sport as a political
tool by the government are included as the main managerial, cultural-social, economic, and
political-legal barriers facing sport privatization in our country.

In the studies analyzed, the classifications of the challenges were somehow abstract and they had
nothing to do with the organs dealing with those challenges. Moreover, within these
classifications, one can find newer and less important aspects and factors. The present study aims
at discovering the new aspects from the accepted classifications of the structural challenges of
football club privatization. Besides, having accepted the accepted classifications existing forthe
political-legal and economic challenges and barriers, the researcher aims at discovering more
recent aspects and factors from the aforementioned classifications. The main question behind
the present study is “what new classification can be offered from the structural challenges facing
football clubs’ privatization?”.

METHOD

Stafistical population and samples

The samples of the present study were selected by cluster random sampling for conducting the
quantitative studies. The samples were selected from the organizations and institutes where one
can find the experts on the present issue. In total, 260 experts were working in the studied
organizations and institutes; 150 individuals were randomly selected by using Morgan table and
Cochran formula.

The findings of factor analysis

The exploratory factor analysis was conducted for turning the structural challenges pf football
clubs’ privatization to newly coined concepts as well as creating more recent aspects. One of the
statistical methods for analyzing the data in the collection of data available is analyzing the
factors or factor analysis. In this method, the variables are placed in factors, so that from the first
factor to the subsequent ones, the variance percentage reduces. Thus, the variables placed in the
first factors are the most influential ones. In the present study, the structural challenges of
football clubs’ privatization are measured in three categories of political-legal, economic, and
technological.

For measuring the appropriateness of the data for factor analysis, KMO test and Bartlett's test
were applied. Based on the findings, KMO index is more than 0.7. This indicates that there is an
appropriate consistency between the data for the factor analysis, and the consistency is at an
appropriate level for factor analysis. Moreover, Bartlett's test is significant as well. This means
that there is a significant consistency between the variables. In other words, the variables are
consistent.
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Factor analysis of the ifems of political-legal barriers and challenges

As for the political and legal challenges, first of all, 6 factors were identified, and given the
limited number of items (and their consistency with the other two items), they were combined
with the other factor. Six items were considered as identification factors, and they include “over-
centralized decision making”, “lack of a clear definition for private and public sectors”, “lack of
determination taking practical steps towards executing privatization”, “the existence of
economic rents and the relationships existing behind the scenes in football clubs’ privatization”,
“the poor performance of the qualified organizations and institutes in publicizing and
developing sports culture”, “the existence of legal and lawful problems in offering the clubs’
shares in the stock market.

Table 1. indicates the consistency of the items with the six factors. The challenges primarily
classified within the political-legal scope were changed to newer aspects by using factor analysis.
The first aspect “legal, juridical, and managerial problems” deal with those aspect of
lawinterfering with the managerial and legal issues. Centralized decision making, general tax
laws, lack of programs, and stock market problems are among these problems.

The second aspect is “bureaucracy, lack of macro and middle planning”. Bureaucracy deals with
the lack of order in the office systems for privatizing the clubs as well as the lack of planning for
doing so. Lack of definition for the scope of private sector interference and the lack of a definite
system for the agreement of the beneficiary parties are included as these factors.

®  The third aspect is “the lack of operating the plans by the government”. This aspect was included

@ to discuss the lack of practical steps by the government as well as the lack of determination in

privatizing the football clubs. Moreover, the lack of specialized laws for the clubs indicates that
both the government and the legislator have not taken any positive toward privatizing the clubs.
The execution of the programs are in need of definite laws.

The fourth aspect is “informational and statistical weakness in the scope of sports management”.
Executing all kinds of important and critical programs including club privatization calls for a
comprehensive informational and statistical system about the existing potentials and resources
and the current conditions.

Table 1. The findings of rotational factor analysis matrix of the items: political and legal
barriers and challenges.

. . Factor
Number Variable (item) ; Y v : s 1
Over-centralized decision making 0.82910.205|0.203| 0.036 | 0.149 | 0.019
Y Limiting laws and heavy taxes CVOA ] L Y e Y VA L IVE L YAA
The lack of formulation and execution of a
v system for managing, maintaining, and AKR S EETR R N EUR R BENEICA o BN R N RTINS
developing professional clubs
¢ Managerial problems and the security of | wav | vy |vvetl s ovss L oser |y vAA
private clubs ) ) ) ) ) )
° Insecure and defective laws of ownership AN AR R A RGN R AL
Not giving due attention to the serious
1 participation of private sector in sport by the | +. €07 |-+ «AATCFFT N e) | Y14 o0 Ve
governmental organizations
v Lack of a clear definition of private and non- | = <qa | . veo | v vy |_v vor |« vav | vy
governmental sector ) ) ) ) ) )
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A The opposition raised by powerful beneficiary cxry | eve [ery| e vos (e vqe e oy
groups
The parallel and simultaneous interference of
4 the organs and the existence of numerous | <.+« | «, 700 |+ +47] + ¥V4 |« Yoy | . Vo
decision making authorities
y. [Lackof identiﬁcqti_op and offering appropriatel y.q| . ovy . oqaloe ¥EV|L. cq1] . o¥a
and cheap facilities for the private sector ) ) ) ) ) )
Lack of determination and taking practical
AR and effective steps towards the oA MR AR e e A L AT
implementation of privatization
vy The govgrnment’s little support for creating, | R R R T
optimizing, and the sports venues ) ) ) ) ) )
" Lackofspecializqd lqws_for football clubs’ | N T S N T T Tt IV R
privatization ) ) ) ) ) )
The existence of economic rents and behind
K the scenes relationships for football clubs | -+.+A | + YAY |« oVE] « VOT | v WY |0 00X
privatization
Yo Lack of macro planning C VOV LYYV e NAT ] R e EA e Y
A Unplanned and un-gradual privatization CVE L EYY [ VA 0V L v AY L a T
the poor performance of the qualified
VYV lorganizations and institutes in publicizing and| + . YAY | -+« {2 VAT XY |0 VT o0 119
developing sports culture
YA | The bureaucracy facing privatization permits| + YY1 | « 0YY |« Y14 ] « w0 [_v OVE | v « VY
vq |The lack of accurate statistics and information I BT IR P B2 IR T T EVAYY

about the current conditions of sports venues
Y. The existence of legal problems for offering
the clubs’ shares in the stock market

CYEE [ A YV YA | ¥ | L oAY

The facfor analysis of the items of economic barriers and challenges

Based on the information obtained, from among 19 items of this variable, four factors were
identified. Four items were identified as the identification factors including “insecurity of
investment in sport resulting from the lack of development in this industry”, “lack of necessary
and quick facilities for granting the license needed for issuing the plan as well as building sports
venues by the municipalities”, “national economic instability and insecurity”, and “low income
of ticket sales and TV broadcast for the football clubs”.

As for the economic barriers and challenges, for new aspects were identified.

The first aspect is “the challenges of political economy and the lack of economic infrastructures”
dealing with factors that are mainly political and legal affecting the economic procedures. The
barriers and challenges of this aspect are mainly those legal and political issues that are likely to
raise challenges on the road of investment in sport and football. The economic infrastructures
include loans and other financial facilities that can affect investment in football clubs.

The second aspect is “lack of productivity bases in football”. In this aspect, we are facing
numerous barriers and challenges that have resulted in an inefficient financial and economic
market, and thus discourage the investors to invest in football. There is no “cost and benefit
logic” in football market, and thus it does not pave the way for any benefits. Unwillingness
existing in people toward sport is one of the barriers challenging the benefits of football market.
The third aspect is “economic instability for investment” dealing mainly with bases of economic
stability for investment. The main factors behind this instability include national economic
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instability and insecurity, fear of making losses, insecurity for returning the capitals, and the
unfair conditions existing between public and private sectors.

The fourth and the last aspect of economic challenges is “lack of financial incentive and
encouragement for football”. Low income of ticket sales, TV broadcast for football clubs, and
reduced motivation among the rich individuals and benefactors for cooperating with public
organs are among the main bases of this aspect. Table 3 indicates the consistency of each of the
items with the identification factors.

Table 2. The findings of rotational factor analysis matrix of the items: economic barriers and

challenges.
. . Fact
Number| Variable (item) y y ac orv :
\ Insecurity for investment in sport resultmg from lack of 0875 0.165| 0.096 | 0.056
development in this industry
y |Hinancing of the clubs by public organs due to their kind 0.829 0.226 | -0.021 | 0.053
of ownership
v Lack of clarity about the financial information of the | = v |/« s | . yva [_. .qv
organs related to football industry ) ) ) )
¢ |Lackof studying the current methods of privatization for| = yy| . yyy | . yey | . .y
selecting the most effective way of privatization ) ) ) )
[ ° 5 Special ideological and, political behefs and values in the| vay | rve | oy | oy
country’s economic system
® ® | Lack of low-interest loans as well as legal and executive | | Vol vgeo| vavr [Loaen
facilities provided by the ministry of sport
® ® y The high costs of building sports venues and buying | <y | . 1y. | . yar |_. y1¢
o sports equipment ) ’ ’ ’
lack of necessary and quick facilities for granting the
A license needed for issuing the plan as well as building | +.YAY| + ATY |+ v0f | v cOY
sports venues by the municipalities
q Lack of cost-benefit logic in the professional football v | v AYe | vy | vaA
clubs
\, Lack of appropriate efficiency of the private sectorin | AT e ves | vy e e
sport
\y L?lqk of necessary bases nqeded for an appropriate cony| e vie | v ey
pricing of the services provided by the private sector
VY People’s unwillingness to spend money on sport COYY| - VY Y e )
VY National economic instability and insecurity Q0] WTAL G AYT T YA
\ The fear of making Iosse§ and insecurity for returning | yyo| .| . AVS v i gx
the capitals invested
Unfair conditions existing between public and private
Yo | sectors with respect to enjoying the necessary facilities, | +.+AT| «.+Yo |+ ¥VIY |+ 14Y
conditions, and supports
)1 High risk of investment in sports venues VAL YYA L TV LYY
vy Low income of ticket sales and TV broadcast for the | | At v er | e YeA | Lved
football clubs
Lack of motivations among rich individuals and
YA benefactors for cooperating with the public organs in |-+, 1T -« «YA| « £Y0 |« V¥
sport
V4 Weakness of managerial skills in sports economy A AR A AT
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DISCUSSION AND CONCLUSION

Although one can primarily classify the challenges and barriers of football clubs’ privatization
within the accepted and stereotype frameworks and patterns, he can discover more recent and
more different approaches and aspects within these common classifications; this results in a
better understanding of the issues. In the political-legal aspect, four factors were identified as
the micro barriers and challenges: legal, juridical, and managerial problems; bureaucracy, lack
of macro and middle planning; the lack of operating the plans by the government; and
informational and statistical weakness in the field of sports management. The above-~mentioned
factors indicate that legislation and management fields are facing numerous problems raising a
variety of challenges for privatization. It seems that from among the four aspects of political-~
legal challenges of the present study, it was “legal, juridical, and managerial problems” that had
structural challenges. In this respect, it is consistent with the study conducted by Gharehkhani
(2010) that dealt mainly with structural challenges. However, the other three factors have a
structural nature as well. In the study conducted by Amiri et al (2012), we can find categories
of problems titled as “political and legal” and “managerial”. In the study conducted by
GhanbariFiroozabadi et al (2009), one of the barriers is titled as “the government’s decision to
reduce control over the affairs”. It seems that this barriers is in line with the barrier titled as
“lack of operating the plans by the government” in the present study. In fact, creating the
opportunity of government’s reduced control over the affairs calls for removing this barrier.

In the aspect of economic challenges, four factors were identified: challenges of political
economy and lack of economic infrastructures; lack of productivity bases in football; economic
instability for investment; and lack of financial incentive and encouragement for football. Two
factors deal with political economy and creating political stability. The other two factors deal
with the benefits of football and the demand existing in the public and fans for football. In the
study conducted by Gharehkhani (2010), no direct reference has been made to the economic
barriers and challenges. In the study conducted by Amiri et al (2012), one of the barriers and
challenges of football clubs’ privatization is economic barriers and challenges.
GhanbariFiroozabai et al ("2009) have referred to the execution of Article 44 of the Constitution
for the partnership of the private sector and investors.

To sum up, in comparison to the previous studies, the present study discovers more recent aspects
of football clubs’ privatization through adopting a more detailed approach. Given the new
aspects discovered in the present study, it is recommended to review the privatization laws in
the political and legal fields. It is also recommended that the government take more effective
steps toward the execution of privatization programs. In doing so, it is needed to collect accurate
information and data about privatization. In the economic field, an economic stability needs to
be created, so that football flourishes efficiently. Areas such as broadcast right and sponsorship
need to be developed as well.
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