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Abstract: Football is a sport and an attractive business with a 

high turnover of money around it.  A football club may earn 

much from sponsorship, ticketing, and merchandise; however, it 

may also suffer loss from player transferred. This study aims to 

analyze the financial statements of professional football clubs in 

England, namely Arsenal and Manchester City. This study also 

aims to compare these football clubs' financial performance using 

the Z-score Altman, Springate, and Zmijewski bankruptcy 

prediction model. Financial statements of the two clubs in 2015-

2017 were used as a sample. The bankruptcy prediction model 

analysis indicates that the two clubs have a healthy financial 

performance condition in the three years. The three financial 

performance models show consistent results in assessing the 

financial condition that Arsenal dan Manchester City performs 

healthy in reporting the business. Furthermore, the comparison 

between Arsenal and Manchester City's financial performance 

indicates that Manchester City's finances are better than 

Arsenal's.  This paper contributes to the literature by applying 

the bankruptcy prediction model in the football club. 
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I.  INTRODUCTION  

Football is undeniable the most popular sport in the world. 
Billion of fans all across the globe watch and fend for their 
favorite football clubs.  Money circulation around the football 
match is massive, specifically from ticketing, sponsorship, and 
merchandise. Besides, many international television 
broadcasters compete for the broadcasting rights of the well-
known football championships. The relationship between 
money turn over and popular sport has made football club 
evolve from local sports associations to greatly capitalized 
public corporations [1], [2]. 

Europe is known for the football epicenter. The "Big Five" 
European football leagues (i.e., Premier League, Bundesliga, 
La Liga, Ligue 1, and Serie A) have shown a stable market 

growth in the last decade [3]. English football enjoys the honor 
of being defined as the most successful league in Europe. [4]. 
According to the University of Liverpool's annual Premier 
League club valuation report [5], the league clubs' value as 
stated in their accounts in 2018/2019 raised by 1.5% overall to 
£14.7 billion. Such a high value indicates that football clubs in 
English have experienced tremendous commercialization and 
have practically been evolved from amateur football 
associations to a business sector able to manage under financial 
criteria. Hence, professional football clubs are identified as a 
special business since they have to achieve two priorities 
simultaneously, i.e., succeed in the field and succeed in 
business performance [6].  

As stated earlier, the English Premier League is the most 
powerful league in Europe in terms of commercialization. 
There are several reasons why the English league got 
achievement [4]. First, The Premier League record the highest 
revenue in 2017/2018. According to [7], the Premier League 
earn €5.44 billion. At the same time, Spain's La Liga and the 
German Bundesliga continue to compete in second-highest 
revenue earned with the amount of €3.07 billion and €3.17 
billion, respectively.  Second, in the 2017/2018 season, the 
average Premiership team stadium has a capacity of around 96 
percent – the majority of airlines or hotels would be pleased 
with such capacity utilization. Third, the Premier League paid 
the highest salaries in Europe. According to [7], in 2017/2018, 
Premier League clubs' wage costs increased by 15%, attaining 
a record level of almost €3.2 billion. It was then followed by 
Spain's La Liga, with the amount of wage cost €2.03 billion. 
Premier League clubs had a strong position in the global supply 
chain for football players based on the wage data. As a result, it 
was widely perceived as the highest quality league in Europe in 
terms of football quality and the most impressive in terms of 
the number of celebrity players it could engage. [4]. The fact 
that many celebrity players are involved in the league Made 
TV broadcasters more eye-catching, which is why the Premier 
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League has the most profitable television broadcasting 
relationship. 

Despite the substantial cash inflow of the English football 
clubs, the clubs' financial situations are problematic [4], [8]. [9] 
notes that if the English Premier League had been assessed 
using usual business methods, half of the clubs would be 
financially distressed. The explanation for this incoherence 
between the increased revenue potential and low profit is the 
fact that the large proportion of the revenues of clubs are used 
to maximize the clubs' sporting performance by spending on 
talent. Similarly, [10] states that increasing income from 
broadcasting rights and other funding sources, e.g., foreign 
capital investment, has contributed to a substantial rise in 
wages and transfer fees. According to [7], Premier League 
clubs reported increased spending in transfer fees in 
2017/2018, which led to the raised wage/income ratio to 59 
percent and passed through the record-breaking transfers in 
2016/2017.  

The problem of financial difficulties were not faced only by 
the English football clubs but also the European football clubs 
as a whole [10]–[12]. The outcome is a serious financial crisis 
for the industry, with the cumulative debt of European football 
clubs touching multimillion euros, some clubs on the edge of 
bankruptcy [1], [13]. To impose more consistency and 
rationality in football club finances, the Union of European 
Football Associations (UEFA) has developed 'Club Licensing 
and Financial Fair Play' (FFP) principles. 

In late May 2010, the UEFA officially released the FFP 
Regulations [14] governing football club participation in the 
UEFA competition. The FFP was developed to prevent 
professional football clubs from expending more than they 
receive to survive and thus face financial difficulties that could 
impede their long-term survival. Following sporting standards, 
the rule includes several important obligations on performance 
and financial condition of the clubs. The new financial health 
criteria aim at enhancing the long-term financial sustainability 
of the European club scenario.  It changes the focus from short-
term speculative trade and single investment into a sustainable 
economic environment, where clubs do not run with chronic 
losses and pay off their debts on time. If a football club does 
not meet the requirements, a license will not be issued to 
enable the club to play in UEFA competitions. Since the 
Champions League and the European League are tournaments 
that offer great financial value to participating clubs, the 
inability to fulfill the licensing criteria will cause serious losses 
for a non-compliance club. The obedience of regulatory 
provisions should impede the irresponsible economic activity 
of clubs that weaken the UEFA's interests and the interests of 
all stakeholders such as players, creditors, municipalities, and 
fans. 

The FFP Regulation implementation was accompanied by 
evidence from all clubs affiliated with the UEFA member 
countries through increased influence from leading leagues 
[11], including those in the United Kingdom (UK). The 
objective of the present study is to analyze the financial 
statements of English football clubs, namely Arsenal and 
Manchester City, using the Z-score Altman [15], Springate 

[16], and Zmijewski [17] bankruptcy prediction model. The 
study may provide insight into some clubs' financial 
performance in the Premier League several years after the FFP 
Regulation was released.  

Some studies have investigated the financial performance 
of football clubs in several countries for example [1], [2] in 
Greek, [18], [19] in Turkey, [3] in Italy, [10], [12] in France,  
[11] in Czech, [20]  in Spanish,  [4], [9], [21] in UK., and [8], 
[13], [22] in European continent. Different from [20], which 
uses only Altman [15] model, the present study also utilizes 
other measurements of bankruptcy, i.e., Springate [16] and 
Zmijewski [17], to see the consistency of the results. 

II. LITERATURE REVIEW 

A. Signaling Theory 

The signaling theory was first invented by Michael Spence 
[23] in his research entitled Job Market Signaling. The theory 
involves two parties: management, who acts as a party 
providing a signal, and an outside party such as an investor 
who works as a party receiving the signal. Spence said that by 
giving a signal or signal, management tries to provide relevant 
information that can be used by investors. Then, the investor 
will adjust his decision according to his understanding of the 
signal. This theory was re-developed by Ross [24], arguing that 
Executives with better knowledge about their business are 
allowed to communicate this information to investors. This 
information is usually in the form of an annual financial report, 
which contains information on the company's condition, 
records, and company conditions, and can also reflect its 
performance. 

B. Previous Studies 

[4] have summarized the problem faced by British football 
clubs. Generally, English football is almost entirely reliant on 
individual investors' commitment, increasingly non-UK 
residents, to maintain losses and payout debt and pay the 
related interest costs for its continued stability. In any other 
sector, this condition would be considered unacceptable and 
unsustainable. These conditions may lead to bankruptcy. 
Therefore, the financial performance of football clubs needs to 
be examined.  

Some studies have investigated the financial performance 
of football clubs using a variety of techniques, for example, a 
Malmquist productivity index [6]; Grey Relational analysis [3], 
[18], [19], neural network [22], financial distress model [13], 
and Altman financial distress model [10], [20].  

[22] examines the performance of more than 200 European 
football clubs using a neural network. The results demonstrate 
that the club's financial success is determined by liquidity, debt, 
and sporting performance. [10] utilizes Altman's prediction 
model of bankruptcy [15] to investigate French football clubs' 
financial performance. The study suggests that the bankruptcy 
model cannot be extended to refer to all French football clubs. 
It also indicates that using the updated edition of the Altman 
model (modified) is acceptable to French football clubs. [20] 
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using the same bankruptcy model confirms that professional 
football's financial performance in Spain – on average and in 
general positions – is getting worse match after match. 

While several studies have provided valuable comparisons 
and analyses of the different clubs' states, there is still 
minimum research comparing the different clubs' financial 
results [3]. Hence, the present study presents an application 
financial ratio analysis to the two clubs in the English Premier 
League, namely Arsenal and Manchester City, using three 
types of bankruptcy prediction models.    

III. METHOD 

A. Population, Sample, and Data 

There are twenty football clubs included in the Premier 
League. This study uses purposive sampling to choose the 
sample. The sampling criteria are as follows. First, the football 
clubs are included in the big six of the league. The Premier 
League's big six are Manchester United, City, Liverpool, 
Arsenal, Chelsea, and Spur. The selection of the Big Six is 
based on [21], which states that British football largely 
represented by the big five clubs (now big six) face paradox, 
closer relationship with sponsorship and media generate more 
revenues but must spend much for talented players and have 
left a high debt.   Second, the club is not a listed company. 
Third, the financial report is available during the observation 
period, i.e., 2015-2017. Based on the sampling criteria, Arsenal 
and Manchester City is the sample of the study.   

B. Variable Measurement 

The present study utilizes three predictions of the 
bankruptcy model, i.e., Altman [15], Springate [16], and 
Zmijewski [17], to measure the financial performance of the 
sample clubs. Since the sample football clubs are not listed 
companies, this study uses the revised Altman prediction of 
bankruptcy model [25] 

1) The Altman Model 
In this model, football clubs with a score of Z> 2.90 are 

classified as healthy companies, while clubs with a Z <1.20 are 
classified as potentially bankrupt companies. Furthermore, a 
score between 1.20 and 2.90 is classified as a company in the 
grey area. The equitation is as follows [25]. 

Z'= 0,717 X₁ + 0,847 X2 + 3,107 X3 + 0,420 X4 

                                      + 0,998 X5                                         (1) 

Where 

Z' = bankruptcy score 
X1 =  working capital to total asset 

X2 = retained earnings to total assets 

X3 =  earning before interest and tax to total asset 

X4 = book value of equity to book value of debt 

X5 = sales to total asset 

 

 

2) The Springate Model 

This model has a standard whereby companies with a score 
of Z > 0.862 are classified as healthy companies, while 
companies with a score of Z < 0.862 are classified as 
potentially bankrupt companies. The equation is as follow [16]. 

               Z = 1.03A + 3.07B + 0.66C 0.4 D                    (2) 

Where 

Z = bankruptcy score 

A = working capital to total asset  

B = net profit before interest and taxes to total asset  

C = net profit before taxes to current liabilities  

D = sales to total asset 

 

3) The Zmijewski Model 

This model's evaluation criterion is that the greater the X 

value, the greater the company's probability of going bankrupt. 

In this Zmijweski analysis method, if it is negative, the 

company has no potential for bankruptcy. The equation of the 

model is as follows [17]. 

                X = -4,3 –4,5X₁+ 5,7X₂- 0,004X₃                    (3) 

Where  

X = bankruptcy score 

X1 = net income to total assets  

X2 = total debt to total assets  

X3 = current assets to current liabilities 

C. Research Design 

After counting each financial performance measurement of 
the sample clubs, this study analyses the bankruptcy score 
trend. In each bankruptcy prediction model, this study makes a 
comparison of the sample clubs.  

IV. RESULTS AND DISCUSSION 

A. Z' Score Altman Analysis 

As explained in the variable measurement section, the cut-
off value for Z's score is 2.90. If a company has a Z' score 
above 2.90, the company is financially healthy. Table 1 
presents the Z' score of Arsenal and Manchester City in 2015-
2017.  

TABLE I.  Z' SCORE ALTMAN  

Year 
Z' Score Altman 

Arsenal Manchester City 

2015 4.38762 4.11374 

2016 4.28775 4.51340 

2017 4.23503 4.72917 

Mean 4.30346 4.45210 

 

As presented in Table I, The Z' Score value of the two clubs 
exceed 4 in each year of observations. Hence, the two clubs are 
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financially healthy as their Z' score is above 2.90. Manchester 
City has a higher score of Altman Z' score on average as 
compared to Arsenal. There is also an upward trend in the 
financial performance of Manchester City from 2015 to 2017. 
On the other hand, there is a downward trend in the Z' score of 
Arsenal in the period 2015-2017. The trend of the Altman Z' 
score of the two clubs is presented in Figure 1. 

 

Fig. 1. The trend of the Altman Z Score  

 

B. Z Score Springate 

According to Springate [16], companies with a score of Z > 
0.862 are classified as healthy companies, while companies 
with a Z <0.862 are classified as potentially bankrupt 
companies. Table II presents the Springate Z score of Arsenal 
and Manchester City in 2015-2017.  

TABLE II.  Z SCORE  SPRINGATE 

Year 
Z Score Springate 

Arsenal Manchester City 

2015 1.52118 2.98567 

2016 1.55270 2.39108 

2017 2.42404 3.94942 

Mean 1.83264 3.10872 

 

As shown in Table II, the two clubs' Springate Z Score 
value is above 0.862 in each year of observations. Therefore, 
the two clubs are financially healthy. Manchester City has a 
higher score of Springate Z score on average than Arsenal, i.e., 
approximately 3.11 versus 1.83. Figure 2 presents the trend of 
the Springate Z score of Arsenal and Manchester City. From 
the figure, it shows that the pattern of the trend of the two clubs 
is similar. However, Manchester City shows a higher financial 
performance as compared to Arsenal. The results of the 
Springate model are consistent with those in the Altman model.  

 

Fig. 2. The trend of the Springate Z Score. 

C. X Score Zmijewski 

The Zmijewski model [17] suggests that the lower the X 
score, the higher the financial performance. Hence, if the X 
score is negative, the company has no potential for bankruptcy. 
Table III shows the X score of Zmijewski of Arsenal and 
Manchester City in 2015-2017.  

TABLE III.  X SCORE  ZMIJEWSKI 

Year 
X Score Zmijewski 

Arsenal Manchester City 

2015 -4.47338 -4.18535 

2016 -4.28808 -4.09678 

2017 -3.94672 -4.13353 

Mean -4.23606 -4.138553 

 

As presented in Table III, the Zmijewski X Score value of 
the two clubs is negative in each year of observations. 
Therefore, the two clubs are financially healthy. Arsenal has a 
slightly higher negative X score on average than Manchester 
City, i.e., approximately -4.23 versus -4.14. These numbers 
suggest that the two clubs have no financial problem. Figure 3 
presents the trend of the Zmijewski X score of the two clubs. 
As shown in the figure, there was a downward trend of 
financial performance of Arsenal from 2015-2017 as the 
negative value is getting smaller from 2015 to 2017. The 
results are consistent with the trend of performance as assessed 
by the Altman model. The pattern of the financial performance 
of Manchester City is similar to those in the Springate model. 
The pattern of Zmijweski X Score of Manchester City is 
inverse U shape.  

D. Discussion 

This study analyzes the financial performance of Arsenal 
and Manchester City in the period 2015 -2017. The period is 
several years after the UEFA released the FFP Regulation. 
Based on the analysis of the results derived from the three 

Advances in Economics, Business and Management Research, volume 169

60



      
bankruptcy prediction models, both Arsenal and Manchester 
City consistently show good financial performance. The results 
may indicate that the two clubs are profitable and able to 
manage their finance well. The results also may suggest that 
the FPP regulation's existence may strengthen the affiliated 
clubs' financial condition. For example, there is a threshold 
level for wages to revenue ratio, i.e., 70%, used by UEFA as 
part of the FFP Regulation.  

Regarding the club performance comparison, the three 
bankruptcy prediction models confirm that Manchester City's 
financial performance is better than Arsenal's. The financial 
performance of football clubs is correlated with their sports 
performance. In Premier League season 2016/2017, 
Manchester City was ranked number three in producing goals 
with 80 goals, while Arsenal was ranked number five with 77 
goals. Our finding is somewhat consistent with [12] that 
examines the relationship between French football clubs' 
financial, business, and sports performance. The study found 
that there is a positive relationship between financial 
performance and sports performance. 

 

Fig. 3. The trend of the Springate Z Score. 

V. CONCLUSION 

The objective of this study is to assess the financial 
performance of two English football clubs, namely Arsenal and 
Manchester City.  The three bankruptcy prediction models used 
in this study suggest that the two clubs' financial performance 
is healthy. The comparison between Arsenal and Manchester 
City's financial performance indicates that Manchester City's 
performance is better than Arsenal's. The results imply that the 
FPP Regulation may increase the financial performance of the 
affiliated clubs. As this study only compares two clubs' 
financial performance, future research may examine all clubs 
in the Premier League or at least the Big Six in the league.  
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