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Abstract

This thesis will focus on the valuation of American professional sports teams, specifically
teams in the National Football League (NFL). Its first goal is to analyze the growth rates in
the prices paid for NFL teams throughout the history of the league. Second, it will analyze
the determinants of franchise value, as represented by transactions involving NFL teams,

using a simple ordinary-least-squares regression. It also creates a substantial data set that can
provide a basis for future research.



Introduction

This thesis will focus on the valuation of American professional sports teams,
specifically teams in the National Football League (NFL). The finances of the NFL are
unparalleled in all of professional sports. According to popular annual rankings published by

Forbes Magazine (http://www.Forbes.com/2009/01/13/nfl-cowboys-yankees-biz-media-

cx_tvr_0113values.html), NFL teams account for six of the world’s ten most valuable sports

franchises, and the NFL is the only league in the world with an average team enterprise value
of over $1 billion. In 2008, the combined revenue of the league’s 32 teams was
approximately $7.6 billion, the majority of which came from the league’s television deals.
Its other primary revenue sources include ticket sales, merchandise sales, and corporate
sponsorships.

The NFL is also known as the most popular professional sports league in the United
States, and it has been at the forefront of innovation in the business of sports. It dominates
Sunday afternoon television, and its games are consistently ranked among the most watched
television programs in Nielson’s television rankings

(http://livefeed.hollywoodreporter.com/2009/12/nielsens-top-10-tv-shows-0f-2009.html).

The league also has its own cable network in the NFL Network, it formerly operated a
secondary league in Europe called NFL Europa, and in recent years it has even begun to play
some of its pre- and regular season games overseas in cities such as London and Mexico
City.

What is peculiar about the NFL is that, despite its multi-billion dollar television
contracts and gigantic team budgets, the highest valued teams are often not the most

profitable. As an example, the team given the highest value by Forbes in 2009-the Dallas
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Cowboys, at $1,650 million— operated with the league’s fourth-lowest reported operating
profit ($9.2 million). The NFL itself operates as a 501(c)(6) not-for-profit organization. This
means that it does not distribute surplus funds to its owners, but instead must use them to
help pursue its goals. This also means that the NFL has been able to achieve tax-exempt
status with the IRS. Despite this status, the NFL runs as efficiently as any corporation, and
has achieved the status of one of the largest examples of a well-run sports business.

In contrast to the league itself, the franchises of the NFL operate as separate entities
that are members of the NFL. They are required to pay taxes, and operate as any for-profit
business does. As mentioned above, many of the individual teams have values in excess of
$1 billion according to Forbes. Yet because the teams are privately owned, detailed
information about their finances are not publicly disclosed. As such, financial information
that is pertinent to the valuation of its franchises, and the league itself, is incredibly hard to
come by. The most widely known source of this type of information is the annual valuation
rankings that have been published by Forbes Magazine (and formerly Financial World
Magazine). Forbes discloses debt/value ratios, revenue, and operating income statistics.
Outside of these rankings, there are few other publicly available and reliable sources that
provide detailed information about the finances of the teams themselves. Further, these
annual rankings have only been available since they were started by Financial World in
1990. This means that analyzing any longer-term trends in the value of teams in the league,
which began in 1920, must rely on other sources of information.

The most notable source for information relevant to franchise valuation is an
aggregation of data by Professor Rodney Fort of the University of Michigan. Fort provides a

variety of metrics pertaining to the business of Sport on his webpage



(http://www.rodneyfort.com/SportsData/BizFrame.htm) which, while sometimes scattered,

are the most complete example of relevant historical data available. It is with Fort’s data that
most of the analysis herein has been completed. In particular, the focus here will be on
documented transactions involving franchises. Fort has a large compilation of transactions
that date back as early as 1922.

In the last decade, much more research has been done into the drivers of valuation for
professional sports teams, an area that previously was not evaluated with the seriousness that
other topics of economic research were. In addition to Rodney Fort, who is one of the
leading authorities on sports economics and who has published numerous papers on the topic,
this analysis will attempt to aggregate several other works that have previously focused on
professional sports team valuation.

While other papers have focused on all four major American sports leagues (the NFL,
Major League Baseball, the National Hockey League, and the National Basketball
Association), and the professional soccer leagues of Europe, this paper will focus specifically
on the National Football League. Its first goal is to extend the data compiled by Fort into a
robust and focused data set that can be used for future research into the topic. Then the paper
will extend other recent work on NFL team valuation. By focusing on only one league, the
intent is to explore several of the relevant factors that pertain to sports team valuation that
had previously been examined at a more aggregated level. It is also hoped that from this
analysis, more insight could be gained into the intricacies of how professional sports leagues
operate on an individual level. Each league has its own peculiarities and quirks that make it
unique. Highlighting the particularities of one league may be a more pertinent method of

sports valuation analysis that recognizes the fact that professional sports leagues, particularly
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the major four in the United States, operate quite differently from one another. These
differences pertain to the type of fan base a certain league attracts, the type of revenue model
a league focuses on, or the popularity of the league itself. Future research may be able to
extend the conclusions reached here to other individual leagues.

There are primarily four previous studies that this paper will draw upon. These
include: “The Value of Major League Baseball Ownership” (Fort, 2006); “The Value of
Sports Franchises” (Vine, 2004); “The Economic Determinants of Professional Sports
Franchise Values” (Alexander & Kern, 2004); and “Determinants of Franchise Values in
North American Professional Sports Leagues: Evidence from a Hedonic Price Model”
(Humphreys and Mondello, 2006).

The first section will replicate the work done by Fort in 2006 and apply his
methodology to the NFL. The second section will extend previous work done on the
determinants of franchise value.

This paper seeks to differentiate itself from previous papers in several ways. First, for
the analysis of growth rates, which replicates previous work done by Fort on MLB teams, it
is predicted that the NFL is substantially different enough from MLB that the results will
differ significantly from the original analysis. Because each league has its own peculiarities
and idiosyncrasies, it makes sense to isolate any analysis of franchise value to specific
leagues. Future research might apply Fort’s framework to other professional sports leagues,
such as the National Basketball Association or the English Premier League. Also, the
insights gained from growth rate analysis might better inform the second part of the paper,

which seeks to understand the determinants of NFL franchise valuation.



Second, it seeks to draw upon previous research done on the determinants of the
value of professional sports teams and aggregate them in a more complete model. While the
regressions run will be basic ordinary least squares analyses, the dataset created here can
provide future researchers with a starting point for more detailed and varied analysis.
Previous studies have also differed from this one in two fundamental ways. The first is that,
instead of using values as determined by actual team sales prices, they have relied on
valuation data published annually by Forbes Magazine and Financial World Magazine.
Because this data only dates to 1991, any long term analysis of team value is precluded. The
Forbes-Financial World values also approximate franchise values using revenue and income
statistics. While these play a large part in determining franchise value, they are by no means
the only determinants of what a team is worth. Actual team sales are an exact representation
of what a team is worth for any given transaction.

The second difference is that previous models which have used actual team sales
prices have aggregated transactions across all four major North American sports leagues
(NFL, NBA, MLB, and NHL). While this analysis is satisfactory for determining the value
of professional sports team ownership as a whole, the differences in the popularity, structure,
revenue models, and other variables among leagues are too great to ignore. By focusing on
one league in particular, it is hoped that this paper may also provide a springboard for future
research into franchise valuation at a league-specific level, which would account for the
idiosyncrasies among leagues.

This paper also seeks to aggregate the many variables that have been used in previous

papers as determinants of franchise value into one place. It also introduces four time specific



dummy variables to account for significant events in the history of the NFL that are predicted
to have an effect on franchise value, something which has not been done before.
Section I: The Value of National Football League Ownership

As previously mentioned, there is a lack of team specific information regarding the
finances of NFL teams. This leads to the largest problem in analyzing the value of any

professional sports franchise, as described by Vine (2004, p10):

In contrast to the typical firm that must meet SEC regulations and publish financial statements
annually, sports franchises typically opt to be secretive about their profitability and sources of revenue.
Accordingly, they do not publish their internal records, which in turn makes it impossible to have a
first hand account of their internal operations. Only secondary sources can be accessed, which
unavoidably, are subject to certain inaccuracies.

While the revenues of franchises as reported in the media may be surprisingly small,
there is considerable value to owning a professional sports team. To quote Humphreys and
Mondello (2006, p3) "Despite anecdotal evidence primarily filtered through the mass media
reporting imminent bankruptcies and claims of individual team owners losing significant
dollars, few professional sports teams in North America have been forced into bankruptcy.”
As such, it can be inferred that there must be sources of value besides simply operating
profits that entice owners to pay such exorbitant value for the teams they own. Indeed, Fort
(2006) provides the most complete list of the different sources of value that can come from
professional sports ownership:

1. Annual operating profits.

2. Shelters from federal income taxes.

3. Spillovers to other wealth generating elements of the owner’s portfolio
4. Profit taking from the expense side.

5. League revenue sharing, including future expansion fees.



Item 1 is fairly straightforward. Annual operating profits are simply the difference
between a team’s annual revenue and operating expenses. Item 2 is fairly complicated,
because it regards the nuances and intricacies of the tax code. Fort, however, offers a fairly
straightforward example of one possible shelter, the “roster-depreciation allowance” (RDA).
The RDA allows teams to depreciate players in a similar fashion to livestock. Until recently,
an owner could allocate 50% of the purchase price of a team to a five-year depreciation
schedule without challenge. Since then, tax law amendments have allowed 100% of the team
sale price to be depreciated for 15 years. This depreciation can be used as a tax shield to
reduce, or even eliminate, the tax liability on team profits.

Item 3 represents the advantage owning a professional sports team can have on an
owner’s other business dealings. According to Fort: “The more pedestrian include the value
of entertaining that might lead to future business dealings [while the more complex] is access
to information concerning future government decisions that can affect the current and future
business dealings of an owner.”

Item 4 represents the ability of owners to expense their team for expenditures they
might otherwise have to make themselves. This can include travel, health-care,
entertainment, and even low-rate loans from the team to the owner.

Item 5 is also fairly straightforward. Ownership in any professional sports league
allows the owner a portion of net league revenue, per the specific revenue sharing
arrangement of that league. It also gives them an equal share of future expansion fees.

A sixth source of value (Item 6), which could be referred to as “emotional factor”,
could also be included in this list. This source represents the value an owner can derive from

the emotional attachment that comes with owning a sports team. If an owner is a sports fan,



then they may have some attachment or desire to own a team than makes them willing to pay
whatever price possible in order to assume ownership.

Going further, Fort develops an empirical model for the inherent value of owning a
team in by combining the real discounted net present values (DNPV) of the streams of

returns owners receive from the teams they own:

Vt - Ct

.
= L+r)

(1) DNPV =

where V. is the real value at time t, C; is real cost at time t=0,...,T with T the owner’s
planning horizon and r the real interest rate. Generically, items 1-6 above determine V- C..
Let DNPV;, i = 1,...,6 be the real discounted net present value of Items 1 through 6.

Combining the DNPVs of items 1-6 above, expression (1) is rewritten:

6
(2) DNPV - DNPV, = > DNPV,

i=2
DNPV therefore represents the entire value of the team, as measured by team sales values,
while DNPV1 represents the discounted stream of annual operating profits. When valuation
of professional sports teams has been discussed in the past, it has usually been about DNPV1,

or the present value of a team’s operating profits only. Fort (2006, p12) reinforces this fact:

In personal correspondence with Michael Ozanian, one of the authors of the Financial World-Forbes
(henceforth FW-F) team valuation reports, it was revealed that those reports are a “multiple of
revenues” estimate, adjusted for specific stadium/arena lease factors estimated by those authors. The
usefulness of expression (2) is that both actual team sale values, which should approximate DNPV, and
reports on team valuations, intended to measure DNPV1, are available. And that means we can
approximate values of ownership other than annual operating profits, namely, by simple subtraction.

Given the lack of historical information regarding league and franchise-specific
finances, one of the most useful datasets for valuation analysis is the record of actual team

sales prices throughout the history of any given league. Fort (2006) focuses on this particular
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fact as it pertains to Major League Baseball (MLB) franchises and is able to reach a number

of interesting conclusions about MLB team valuation:

First, throughout the entire modern history of Major League Baseball (MLB), the average real
growth in team sale prices is twice the usual comparison value of 3% for the economy at
large. Second, aggregated at the franchise level, the average rate of growth is about 1.6 times
the 3% comparison. Third, the real growth rate an owner can expect from time of purchase to
time of sale over the decades has been a roller-coaster ride. Fabulous growth occurred to the
1940s, fell off dramatically to the 1970s, rebounded very strongly in the 1980s, and was
essentially zero in the 1990s.

Fort’s analysis will be replicated for the National Football League to determine if
similar conclusions can be made about the NFL as MLB. This will be broken into four parts.
The first will be an analysis of team sales prices and growth rates. Second will be an analysis
of growth rate by decade. Third will be an analysis of franchise expansion fees, and fourth
will be a comparison of team sales prices to the valuation estimates made by Forbes and
Financial World Magazine. The last part in particular will also draw from an earlier paper
by David Vine (Vine, 2004), in which Forbes data on the all four major American sports
leagues were compared to actual transactions from 1999-2003.

The Growth in NFL Franchise Prices

This section follows the methodology of Fort for MLB franchise values and applies it
to NFL franchises in order to assess the growth of team sale prices and expansion franchise
fees. The data used are culled from Rodney Fort’s webpage, and include every NFL team
sale and expansion from 1922 to 2009. Among the sales documented by Fort, there are a
number of peculiarities and specific cases that required further research. For full
documentation regarding the data set used and how it differed from that on Fort’s webpage,
see Appendix A.

Following the methodology of Fort:

The transaction data were constructed as follows. If a team sells at time t for Pt and then sells again at
time t+ for Pt+, then the buy and sell pair for this transaction at t+ is (Pt , Pt+). Throughout the data,
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the actual owner at time t is not necessarily the owner that sells at time t+. In many cases, there were
intervening transactions for which there are no data. Purchases of less than 100% were adjusted to full-
purchase price. No transactions that included other inseparable purchases (real estate, broadcasting
ventures, teams in other leagues, and stadiums) were included.

As in Fort, the unit of analysis used is the franchise itself and not the location.
Franchises are labeled according to their present day manifestation. As an example, the
Baltimore Ravens franchise represents all transactions involving both the Ravens and the
Cleveland Browns (henceforth Cleveland Browns1) up until 1996, when Art Modell moved
Brownsl to Baltimore and renamed the franchise the Ravens. Though the franchise history
and team records remained in Cleveland and were adopted by the expansion Cleveland
Browns (henceforth Cleveland Browns2) in 1999, for the purposes of this analysis the
present day Cleveland Browns?2 are treated as an expansion franchise, while the Ravens
represent the historical Brownsl. See Appendix A for explanations regarding more
complicated franchise histories.

Transactions that occurred in planned steps are treated as a single transaction. A
notable difference from Fort here is that this only pertains to a select number of transactions
wherein the ongoing purchase of a franchise was considered to be planned. Fort gives the
example in MLB of the acquisition of the New York Yankees by CBS from 1964-1967. In
the NFL, there are several instances in which an owner purchased part of the team in one
year and then, some years later, another portion. However, these later purchases are distinct
enough from the originals in relation to the price paid, the valuation they put on the team, and
the amount of time that passed between the two transactions that they can be treated
separately. There are two transactions, however, which can be considered as having occurred
in planned steps, and which are combined into a single transaction for the purposes of this

analysis. The first was Stephen Bisciotti’s purchase of the Baltimore Ravens in 1999.
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Bisciotti purchased 49% of the team in 1999 for $275 million, with an option to buy the
remaining 51% in 2004 for $325 million, which he eventually exercised. This purchase is
considered to be a single transaction for $600 million that occurred in 1999. The second was
Stan Kroenke’s purchase of 30% of the St. Louis Rams in 1995. Kroenke paid $60 million
for 30% of the team in 1995 and was granted an option to purchase an additional 10%, which
he purchased for $20 million in 1998. This is treated as a single transaction taking place in
1995, in which $80 million was paid for 40% of the team. There are also some cases in
which an owner who originally bought in with partners or a syndicate simply bought out
those who purchased the team with them. In these cases, the buyout of a partner is
considered to be a separate transaction. An example of this is Bert Bell’s purchase of 50% of
the Philadelphia Eagles in 1936. In 1931, Bell and Lud Wray had purchased the Eagles (then
the Frankford Yellow Jackets) for $2800. In 1936, Bell bought out Wray for $4,000. These
are treated as two separate transactions.

As in Fort, expansion franchises are analyzed separately as expansion fees do not
represent true team sales prices. Also, transactions involving other assets that could not be
separated from the team itself, such as land and stadium deals, are also excluded because the
purchase price does not solely represent the value of the team. The only example of this is
the 2009 purchase of the Miami Dolphins by Stephen Ross, which included not only the
Dolphins franchise itself, but also the team stadium and land, which had considerable value.

For a full list of what transactions were excluded or modified and why, see Appendix
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Table 1 shows all relevant transactions organized by franchise. Comparing the
observations on NFL teams those of MLB teams done by Fort, there are several points of
interest.

First is the large difference in the number of relevant transactions available for each
league. For the NFL, only 43 relevant transactions were included in this analysis, while for
the MLB there were 98 observations available. Some of this is no doubt explained by the
fact that NFL transactions only date to 1922 (shortly after the NFL was founded in 1920),
whereas the MLB transactions go back much further, as the modern incarnation of MLB
began in 1900. However, even if all MLB transactions from before 1920 are removed, there
are still 77 different observations in baseball versus the NFL’s 43. The reasons for this
disparity could vary. One could argue that because baseball had been around for longer and
enjoyed much more popularity than American football throughout the early-to-mid 20™
century, it makes sense that there have historically been fewer parties interested in
purchasing an NFL team when much more popular MLB teams were available as an
alternative. It could also be argued that NFL owners value their ownership more than MLB
owners, and so are more prone to hold on to their franchises for longer periods of time. The
factors that motivate owners to sell or purchasers to buy NFL franchises are further explored
in the last section of this paper.

Second, much like in Baseball, there has been incredible price growth in NFL
transactions. The average growth rate for all 43 transactions was 21.3%. This is over three
times as large as the average MLB growth rate of 6.2%, and over seven times the size of the
typical 3% real growth rate of the economy as a whole. If one compares the growth rate to

the generally
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Table 1: NFL Team Sales Prices and Growth Rates ($MM, 2009)

Most Recent Name t t+ Length Pt Pt+ Growth
Arizona Cardinals 1929 1932 3 $0.13 $0.68 73.8%
Arizona Cardinals 1932 1972 40 $0.68 $59.25 11.8%
Baltimore Ravens 1953 1961 8 $4.06 $22.79 24.1%
Baltimore Ravens 1961 1965 4 $22.79 $32.90 9.6%
Baltimore Ravens 1965 1997 32 $32.90 $459.29 8.6%
Baltimore Ravens 1997 1999 2 $459.29 $755.31 28.2%
Canton Bulldogs 1924 1925 1 $0.01 $0.03 145.6%
Chicago Bears 1931 1954 23 $0.95 $4.29 6.8%
Dallas Cowboys 1984 1988 4 $109.65 $203.82 16.8%
Denver Broncos 1981 1984 3 $62.74 $128.84 27.1%
Detroit Lions 1934 1940 6 $0.29 $2.83 46.2%
Detroit Lions 1940 1948 8 $2.83 $1.39 (8.5%)
Detroit Lions 1948 1963 15 $1.39 $34.01 23.7%
Detroit Lions 1963 1964 1 $34.01 $36.30 6.7%
Indianapolis Colts 1952 1964 12 $2.05 $18.01 19.8%
Indianapolis Colts 1964 1972 8 $18.01 $65.63 17.5%
Minnesota Vikings 1977 1985 8 $43.40 $96.40 10.5%
Minnesota Vikings 1985 1991 6 $96.40 $148.97 7.5%
Minnesota Vikings 1991 1998 7 $148.97 $327.33 11.9%
Minnesota Vikings 1998 2005 7 $327.33 $655.38 10.4%
New England Patriots 1975 1988 13 $41.63 $138.60 9.7%
New England Patriots 1988 1994 6 $138.60 $216.08 7.7%
Philadelphia Eagles 1933 1936 3 $0.04 $0.10 37.9%
Philadelphia Eagles 1936 1941 5 $0.10 $1.94 80.3%
Philadelphia Eagles 1941 1949 8 $1.94 $1.88 (0.4%)
Philadelphia Eagles 1949 1963 14 $1.88 $31.20 22.2%
Philadelphia Eagles 1963 1969 6 $31.20 $76.39 16.1%
Philadelphia Eagles 1969 1978 9 $76.39 $27.97 (10.6%)
Philadelphia Eagles 1978 1979 1 $27.97 $41.60 48.7%
Philadelphia Eagles 1979 1985 6 $41.60 $124.17 20.0%
Philadelphia Eagles 1985 1994 9 $124.17 $263.95 8.7%
Pittsburgh Steelers 1940 2009 69 $2.07 $800.00 9.0%
San Diego Chargers 1982 1984 2 $78.85 $146.20 36.2%
Seattle Seahawks 1988 1997 9 $130.44 $258.35 7.9%
St. Louis Rams 1941 1947 6 $1.47 $2.01 5.4%
St. Louis Rams 1947 1962 15 $2.01 $40.69 22.2%
St. Louis Rams 1962 1972 10 $40.69 $77.93 6.7%
St. Louis Rams 1972 1995 23 $77.93 $267.92 5.5%
Washington Redskins 1960 1972 12 $8.22 $50.64 16.4%
Washington Redskins 1972 1974 2 $50.64 $83.86 28.7%
Washington Redskins 1974 1988 14 $83.86 $32.61 (6.5%)
Washington Redskins 1988 1999 11 $32.61 $691.74 32.0%
Washington Redskins 1999 2003 4 $691.74 $1,160.79 13.8%
Minimum 1.0 $0.01 $0.03 (10.6%)
Maximum 69.0 $691.74 $1,160.79 145.6%
Average 10.6 $71.02 $176.51 21.3%
Median 8.0 $32.61 $65.63 13.8%
Standard Deviation 12.1 $130.89 $262.08 26.7%

accepted annualized growth rate for the S&P500 (approximately 7-8%), then there appears to

be and incredible amount of investment value involved in owning an NFL franchise.

15



As could be expected, three of the largest growth rates came from franchises bought
in the early era of the league (generally prior to World War 11). The largest single growth
rate of 145.6% represents two transactions in the very early days in the league. Whether or
not they represent purchases of the same team could be debated. In 1924, the Canton
Bulldogs were sold to Sam Deutsch for $1,200. Instead of taking over the team, however,
Deutsch simply added the players from the Canton team to his and renamed his team the
Cleveland Bulldogs, who won the 1924 NFL championship. In 1925, the franchise was re-
sold to the Canton Professional Football Company for $3,000 and moved back to Canton.
However, even with the removal of that transaction, the average growth rate is still 18.3%.

In fact, even if the largest five transaction gains are removed, the average growth rate is still
a staggering 13.7%.

The majority of all transactions had growth rates of over 10%, with many higher than
20%. Similarly, the median growth rate was an astonishing 13.8%. Both the mean and
median growth rates were significantly higher than the 3% real growth rate in the economy
and 8% growth rate for the S&P500. Even declines in team values have been minimal. With
the exception of three transactions, no team has lost more than 1% of its value annually.
Further, only four transactions had negative growth rates.

The reasons for this growth are yet unexplained, and future research might be able to
detail the specific reasons NFL teams have increased in value at the pace they have. | would
offer a few suggestions. First, this sample fails to include any teams that have folded or gone
bankrupt. While today the notion of an NFL team going out of business is unheard of, there
were a large number of teams that could not compete because of financial reasons in the early

days of the league. These failures would represent transactions in which an owner lost all of
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the money paid for the team, and would have large negative growth rates. It would be
interesting to see if these transactions had any effect on the rates seen here, particularly for
transactions that took place in the first half of the 20" century.

Despite this omission, however, more recent growth in sales prices would still be
unaffected. The last NFL team to fold was the Dallas Texans (henceforth Dallas Texansl, to
differentiate from the present day Kansas City Chiefs) in 1952 (Fort & Quirk, 1992), and
even that franchise was salvaged into the team that is now the Indianapolis Colts.

Another explanation of growth in NFL team value, especially since the mid-20"
century, could be the explosion of popularity of football since that time. Professional
baseball in the form of the MLB, which can trace its modern origins back to 1900, was long
the most popular spectator sport in the United States, a standing which gave it its famous
nickname as “America’s pastime.” According to historical Gallup polls

(http://www.gallup.com/poll/1705/Football.aspx), Baseball was the most popular spectator

sport in the United States in 1937, 1948 and 1960. However, starting in the 1960s and
moving into the 1970s, the NFL began to rival, and eventually overtake, baseball in
popularity. According to a Harris poll from 1978

(http://www.harrisinteractive.com/vault/Harris-Interactive-Poll-Research-FOOTBALL-IS-

TOPS-1978-01.pdf), football was the most popular sport in the U.S. in every year from 1968

to 1978, with the exception of one poll conducted in July of 1977. Later Harris polls

(http://www.harrisinteractive.com/vault/Harris-Interactive-Poll-Research-Sports-Popularity-

2010-02.pdf) show that in every year from 1977 to 2010 save one (1982, when there was a
strike in football), professional football has been the most popular spectator sport in the

United States, with baseball coming in second. There are any number of key events that
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could have driven this shift including, but not limited to these: the “Greatest Game Every
Played”, a thrilling overtime championship game that was broadcast by NBC in 1958; the
first Super Bowl in 1967; the highly thrilling Super Bowl 111 in 1969, when Joe Namath’s
underdog New York Jets upset the heavily favored Johnny Unitas-led Baltimore Colts; and
the merger of the NFL with the AFL and the creation of Monday Night Football, which both
occurred in 1970. Whatever the case, it is clear that the NFL became more popular than
MLB at some point in the 1960s. The popularity of football would assumedly lead to larger

revenues, resulting in larger values for team ownership.

Table 2: NFL Team Summary ($MM, 2009)

Most Recent Name t t+ Length Pt Pt+ Growth
Arizona Cardinals 1929 1972 43 0.129 59.248 15.3%
Baltimore Ravens 1953 1999 46 4.056 755.307 12.0%
Canton Bulldogs 1924 1925 1 0.012 0.031 145.6%
Chicago Bears 1931 1954 23 0.954 4.286 6.8%
Dallas Cowboys 1984 1988 4 109.650 203.818 16.8%
Denver Broncos 1981 1984 3 62.740 128.839 27.1%
Detroit Lions 1934 1964 30 0.289 36.298 17.5%
Indianapolis Colts 1952 1972 20 2.052 65.628 18.9%
Minnesota Vikings 1977 2005 28 43.403 655.380 10.2%
New England Patriots 1975 1994 19 41.630 216.080 9.1%
Philadelphia Eagles 1933 1994 61 0.039 263.946 15.6%
Pittsburgh Steelers 1940 2009 69 2.074 800.000 9.0%
San Diego Chargers 1982 1984 2 78.852 146.200 36.2%
Seattle Seahawks 1988 1997 9 130.443 258.349 7.9%
St. Louis Rams 1941 1995 54 1.471 267.918 10.1%
Washington Redskins 1960 2003 43 8.222 1160.786 12.2%
Min 1.00 0.01 0.03 6.8%
Max 69.00 130.44 1,160.79 145.6%
Average 28.44 30.38 313.88 23.1%
Median 25.50 3.06 209.95 13.8%
Standard Deviation 22.15 43.31 342.02 33.5%

Table 2 aggregates growth rates at the franchise level, representing only the earliest
and most recent transactions in order to gain insight into the implications for longer term
team ownership. Of the 16 teams represented, no team would have a long-term growth rate
below 6.8%, or over twice the real growth rate for the economy as a whole, and almost as

much as the general annualized growth rate of the S&P500. The mean and median of 23.1%
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and 13.8%, respectively, mean that on aggregate, NFL ownership generates even higher
returns that that. In comparison to Fort’s MLB analysis, this fact is even more pertinent.
While Fort is able to conclude that MLB ownership typically generates growth of about 50%
above the real economy growth rate, NFL ownership, at the median, generates returns over
350% above that rate.

As in Fort, a regression was run at the team level to determine whether or not there
exists a relationship between risk and return in owning an NFL franchise. For teams with
more than one pair of transactions, the mean sales price for that team (MEAN Pt+) was
regressed on the variance of that team’s sales prices (VAR Pt+). The correlation between the
two of 0.873 is surprisingly large. The regression yielded the following equation (with
standard errors in parentheses):

(3) MEAN Pt+ = 84.9 + 0.0015 VAR Pt+, R? = 0.763
(30.1) (0.0003)

The F-value of the regression is significant at the 99% level. It should be noted that this
regression only contains 9 observations, as only 9 teams had more than one pair of
transactions. Any conclusions that can be made herein must therefore be taken with some
skepticism. The results, however, are still somewhat startling, especially in comparison to
Fort’s results for a similar analysis of MLB teams, for which the correlation was only 0.516,
the R? value was 0.152, and the F-value was only significant at the 95% level. There is a
more than significant correlation between risk and return when analyzing NFL teams.
Coupled with the astronomically large growth rates mentioned previously, this would imply
that there must be a large amount of fluctuation in NFL team prices. However, because of

the largely positive growth rates, it can be said that most of this variance pertains to the
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upside, maintaining the conclusion that an NFL team, if treated as an asset, is still a fantastic
investment.

What follows supports the assertion that there have been large, primarily positive,
fluctuations in the price of NFL teams. Table 3 details the average growth rates for team
prices aggregated by the decade in which the team was first purchased by the owner. The

first conclusion that can be made here is that for every decade up to the 1990s, team growth

Table 3: NFL Growth Rate in Pt by Decade Average Period of Ownership and Buy-And-Hold ($MM, 2009)

Decade Obs Growth Min  Growth Avg. Growth Max Avg. Pt Avg. Pt+ Avg. Period Gro;/:/etr?ogvg.
1920s 2 73.8% 109.7% 145.6% 0.07 0.35 2 123.6%
1930s 5 6.8% 36.6% 80.3% 0.41 13.68 15 10.6%

1940s 7 -8.5% 10.5% 23.7% 1.94 130.17 19 2.4%

1950s 2 19.8% 22.0% 24.1% 3.05 20.40 10 26.9%

1960s 8 -10.6% 8.9% 17.5% 33.03 103.38 10 4.6%

1970s 7 -6.5% 16.7% 48.7% 52.43 112.17 10 6.6%

1980s 8 7.5% 18.0% 36.2% 96.68 257.24 6 25.8%

1990s 4 10.4% 16.1% 28.2% 406.83 724.70 5 12.2%

Note: For Growth Avg. Period where Avg. Period = 5, assumed sale price is the average of Pt+ for that decade and Pt for the next
decade, with the exception of the 1990s, where the average Pt+ was used

rates have been positive. The decades with the largest average growth rates were the 1920s
and 1930s, which supports Fort’s assertion that the earliest owners were able to capture
monopoly profits.

However, throughout the history of the league, fluctuations in prices have been a
roller-coaster ride, to say the least. The spike in the 1950s likely represents the post-war
expansion of the economy as a whole, while the spike that began in the 1970s could be
explained by the explosion in popularity the NFL began to experience in the late 1960s and
early 1970s. What is surprising about this spike, which continued into the 1990s, is that there
seems to be little to no impact from the introduction of Plan A free-agency into the NFL in
1992. It could be easily argued that free-agency is part of the reason the NFL stands today as

the world’s premier sports league.
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Prior to free agency, the vast majority of player contracts typically contained a
“reserve clause” which gave the player’s team a repetitive option to renew their contract
without an option for the player to terminate the contract. This meant that if a player wanted
to continue to play in the NFL, they were forced to continually re-sign with the same team if
that team chose to renew their contract at each expiration. In 1988, the NFL introduced Plan
B free-agency, which removed the reserve clause form player contracts, allowing them to
sign with a team of their choosing when their contract expired. However, teams were
allowed to preserve the limited rights of up to 37 protected players. In 1992, Plan A free-
agency removed the reserve clause for all players and the ability of teams to protect their
players from free-agency. Along with free-agency, a salary cap, which sets both upper and
lower bounds on the total payroll each team was allowed to have, was introduced. This was
in order to prevent escalating bidding wars between owners who were willing to pay any
price in order to secure the best players (a la MLB’s New York Yankees).

Larsen, et al. (2006) analyzed the effect of free-agency and the salary cap on the
competitive balance in the NFL, and found that “the introduction of free agency and the
salary cap has increased the competitive balance in the NFL.” One could therefore stand to
reason that this should have a positive effect on the value of ownership because parity in the
league should attract more fans and thus, more revenue streams. However, free-agency could
also be said to have had negative effects on team owners, because it has resulted in much
higher payouts to players from teams’ coffers, leaving less for the owners themselves. This
makes sense, especially considering the effect that the lack of salary cap has had on player
salaries for the upcoming 2010-2011 season. While many in the media speculated that a

removal of salary cap restrictions may encourage owners to go on a spending frenzy in order
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to attract the best players, the reverse has actually been true. The salary cap that had been in
place before this year had both a floor and a ceiling, and it is the removal of the floor on
player salaries that has lead owners to award much lower contracts than they would have in
previous years. The data in part two of this paper, however, support the conclusion that the
effect of free-agency on owners’ pocketbooks has been minimal, and has in fact increased the
value of NFL ownership.

Another observation from Table 3 regards the average period of MLB ownership,
especially in comparison to the periods for MLB discussed by Fort. While the average
period of ownership experienced significant drop-offs during the war years (from 22.3 years
in the 1930s to 10.8 years in the 1940s), for the NFL the reverse is true. Fort explains the
drop in MLB length as being due to the uncertainty surrounding the war. For the NFL, this
large increase in ownership length could be attributed to the same fact, but perhaps the
uncertainty surrounding the war created a lack of liquidity for the purchase of NFL teams,
which at the time were much less popular than MLB teams. The drop in average growth rate
during the 1940s would support this explanation, because with any significant drop in
liquidity also comes a drop in prices. This is analogous to what occurs in the financial
markets when a particular asset experiences a lack of liquidity and experiences much faster
depreciation than it would normally. While the value of NFL teams still increased
throughout the 1940s, the muted pace would reflect the fact that there were fewer potential
buyers willing and able to pay for an NFL team.

Another fact about ownership values is that, similar to MLB, there have been much
shorter periods of ownership in more recent decades, while growth rates appear to have

increased in the 1970s and then remained relatively stable. This would support the idea that
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increasing demand for teams, and the accompanying liquidity, has brought about increased
prices. The NFL’s modern day standing as the most popular North American sports league
can be traced to the mid-to-late 1960s and early 1970s, which is exactly the time that growth
rates began to decrease and lengths of ownership began to increase. It can therefore be
inferred that the increasing popularity of the NFL has lead to increasing demand for team
ownership, which has maintained the growth rate of franchise values at high levels.

As in Fort, a second regression was run to determine if higher risk purchases also
yielded higher returns, in which purchases were aggregated by decade instead of by team.
The correlation between the mean and variance of decade-average sell prices was 0.928, and
the results of the regression were

(4) MEAN Pt+ = -8928 + 4.583 YEAR + 0.003 VAR Pt+, R? = 0.861
(3646.9) (1.867) (0.001)

The variables are the same as before, where YEAR is the last year in the decade when
there was a sale. Standard errors are in parentheses and the F-value was significant at the
99% level. By comparison, the similar regression run by Fort for MLB teams returned a
correlation of 0.823, and an R? value of 0.861. The results here complement the results from
the team-aggregated regression run previously, and explain much of the return in the value of
NFL teams to the large variance in prices by decade. However, because much of the price
swings in NFL franchises are positive, this again means that it has been almost guaranteed
that NFL teams will increase in value over the period of ownership.

Table 4 shows an analysis of NFL expansion fees, which represent the anticipated
future return generated by owning an NFL team. Based on the data and regressions from
Tables 1-3, one would anticipate NFL expansion fees to be relatively high compared to MLB

fees.

23



Expansion fees in the NFL have grown from $100 ($850 in 2009) for the original

NFL teams in 1920 to $700 million ($881 million in 2009) for the Houston Texans in 1999, a

staggering 19.2% annualized growth rate. This is close to what is predicted by the average

Table 4 Panel A - NFL Expansion Fees ($MM, 2009)

Growth Over Last

Expansion Most Recent Name Panel A Fee )
Expansion
1920 Generic Team $0.00
1922 Green Bay Packers $0.00 76.2%
1923 Duluth Eskimos $0.01 289.1%
1925 New York Giants $0.05 123.0%
1929 Minneapolis Red Jackets $0.03 -15.7%
1932 Washington Redskins $0.10 57.9%
1933 Pittsburgh Steelers $0.03 -65.7%
1937 St. Louis Rams $0.12 37.0%
1960 Dallas Cowboys $5.87 18.3%
Minnesota Vikings $5.87
1965 Atlanta Falcons $46.61 51.3%
1966 New Orleans Saints $45.33 -2.7%
1974 Seattle Seahawks $57.00 2.9%
Tampa Bay Buccaneers $57.00
1993 Carolina Panthers $195.50 6.7%
Jacksonville Jaguars $195.50
1998 Cleveland Browns2 $677.02 28.2%
1999 Houston Texans $881.19 30.2%
Growth 1920-1999 19.2%
Growth 1937-1999 15.4%
Growth 1960-1999 13.7%
Growth 1965-1999 9.0%
Table 4 Panel B- NFL Expansion Fees ($MM, 2009)
Expansion Estimated PV Estimated PV panel B Fee Difference Difference Difference Ratio
p Estimated PV (3%) (8%) (PV) (3%) (8%) Fee:Estimate
1920 $0.08 $0.33 $0.30 $0.00 $0.08 $0.33 $0.30 0.01
1922 $0.08 $0.33 $0.30 $0.00 $0.08 $0.33 $0.30 0.03
1923 $0.08 $0.33 $0.30 $0.01 $0.07 $0.32 $0.29 0.13
1925 $0.08 $0.33 $0.30 $0.05 $0.03 $0.28 $0.25 0.64
1929 $0.08 $0.33 $0.30 $0.03 $0.05 $0.31 $0.28 0.32
1932 $0.02 $1.23 $0.59 $0.10 ($0.09) $1.13 $0.49 6.35
1933 $0.02 $1.23 $0.59 $0.03 ($0.02) $1.20 $0.56 2.18
1937 $0.02 $1.23 $0.59 $0.12 ($0.11) $1.11 $0.47 7.67
1960 $21.92 $38.73 $23.82 $5.87 $16.04 $32.86 $17.95 0.27
1965 $21.92 $38.73 $23.82 $46.61 ($24.69) ($7.88) ($22.78) 2.13
1966 $21.92 $38.73 $23.82 $45.33 ($23.42) ($6.61) ($21.51) 2.07
1974 $22.13 $72.86 $46.28 $57.00 ($34.87) $15.86 ($10.72) 2.58
1993 $327.50 $595.81 $470.08 $195.50 $131.99 $400.30 $274.58 0.60
1998 $327.50 $595.81 $470.08 $677.02 ($349.52) ($81.21) ($206.94) 2.07
1999 $327.50 $595.81 $470.08 $881.19 ($553.69) ($285.38) ($411.11) 2.69

Note: The 1920 and 1922 Expansion Fees are $100 and $250, respectively.
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growth rate of 20.8% in sales prices from Table 1, and suggests that expansion fees have
grown at a similar rate to the values of existing teams. The growth rate in expansion fees is
especially large compared to MLB’s annualized growth rate of only 7.0% from 1960-1997.
For comparison purposes, the annualized growth rate from the 1960 NFL expansion to the
1998 expansion was 13.3%, smaller than since 1920, but still almost twice the size as in
baseball. In 2009 dollars, the NFL expansion fee in 1960 was only $5.87 million, compared
to MLB’s fee of $14.2 million. However, the NFL fee in 1966 rose to $45.33 million, while
the MLB fee in 1968 was a similar $52.6 million. After the 1960’s, however, NFL expansion
fees have completely eclipsed MLB fees, with the average fee paid for MLB’s 1997
expansion only $174.6 million compared to the NFL’s $677 million in 1998.

Panel B compares an estimated present value of profits to franchise fees. The

estimated PV is found using the same methodology as Fort:

Suppose an existing team were purchased at the same time as the [MLB] 1960 expansion. Given that
the average period of [MLB] ownership for those buying in the 1960s was 10.0 years ..., and the rate
of growth for buyers [of MLB teams] in the 1960s was -0.7%, and the sale price [of MLB teams] in the
1970s averaged $44.2 million, then what original buy price in 1960 solves Price1960 = 44.2/[(1-
.007)10.0]

The results of this analysis are even more interesting. Since 1932, only two
expansion episodes, the addition of the Dallas Cowboys and Minnesota Vikings in 1960 and
the addition of the Carolina Panthers and Jacksonville Jaguars in 1993, have charged fees
that are below the expected present value of ownership of an NFL team. By Fort’s
methodology, all other expansion fees have actually overcharged for the value of NFL
ownership. Given that the growth rate of expansion fees since 1920 (19.2%) has actually
been smaller than the average growth rate in team sale values (20.8%), this result is
particularly perplexing. Even if the large early increases in expansion fees from the 1920s

are removed, the growth rate from 1937-1999 is still 15.4%, more than 5% lower than the
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rate for sale prices. Going even further, the growth rate since 1965, which would eliminate
the largest six inter-expansion growth rates, is only 9.0%.

The results from the NFL contrast to those from the MLB, where expansion fees have
consistently been smaller than the estimated present value of the team. The large differences
in the NFL imply that the league itself has a reasonable grasp of what it can get away with in
terms of charging for an expansion franchise. As mentioned before, NFL expansion fees
began to eclipse MLB fees in the late 1960s. In every episode since 1960, save one, the NFL
has overcharged for expansion. All of the other episodes where the fee was below the
present value of the franchise occurred before then. Therefore, the increase in fees since the
late 1960s may not only be due to the increasing popularity of the NFL, but also the
perceived increase in value of ownership that that popularity implied, whether warranted or
not.

A question that arose while comparing expected future values of ownership to
franchise fees was whether or not the results would be different if the expected growth rate
used for franchise value was changed from the actual growth in team values to that of the
economy as a whole (3%) or the S&P500 (approx. 7-8%. 8% is conservatively used here).
These results can be seen in panel B of Table 4. While the changes increased the estimated
present values of franchises, the difference between expansion fees and present values
remained miniscule. When using both the 3% and 8% rate, the two episodes from the 1930s
that returned negative differences (the Washington Redskins and Pittsburgh Steelers) were
positive. However, the differences were small to begin with. What was interesting was the
changes that occurred between the mid-1960s and late 1990s. While the magnitude of the

differences changed dramatically, only the 1974 expansion that included the Seattle
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Seahawks and Tampa Bay Buccaneers became positive, and that was only using the 3% rate.
It can safely be assumed, then, that if NFL franchises were instead treated as investments
(with an 8% discount rate) or as corporations (with a 3% discount rate), the results would
largely be similar. This suggests that since the NFL became the U.S.’s premier sports league
in the late 1960s, a significant premium has been attached to the expansion fees paid to enter
the league.

Finally, Fort returns to expression (2) in order to analyze the value of ownership that
comes from factors other than annual operating profits, which is the valuation approximated

by the Financial World/Forbes (FW-F) values. In particular:

5
(5) D DNPV, =P, —DNPV,

i=2
where DNPV; represents the valuations assigned to each franchise by FW-F, based on
operating income only.
The FW-F data has been published since 1990. Since then, there have been 18 different
transactions involving NFL teams which can be used to compare actual team sales prices to
the values estimated by FW-F.

Table 5 shows a summary of comparison of these prices to the FW-F values, sorted in
order from highest positive difference to lowest negative difference. The difference between
the average sale price and average FW-F valuation is fairly significant, $52.27 million, or
about 12.1% of the average FW-F value of $433.31 million. Variation between the FW-F
values and actual sale prices is also large, with the average difference between the two -
15.4%.

As expected, the majority of the FW-F values are below the actual sale prices,

implying that there is some value to owning an NFL team other than simply operating profits.
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NFL Team Sale Prices ($MM, 2009)

Year Most Recent Name Price $2009 Forbes $2009 Diff % Diff
2009 Pittsburgh Steelers $800.00 $1,020.00 $220.00 21.6%
1994 Miami Dolphins $185.03 $220.18 $35.16 16.0%
1991 Minnesota Vikings $148.97 $174.01 $25.04 14.4%
1999 Washington Redskins $691.74 $764.12 $72.38 9.5%
2005 Minnesota Vikings $655.38 $718.73 $63.35 8.8%
1991 New York Giants $219.16 $219.16 $0.00 0.0%
2003 Washington Redskins $1,160.79 $1,105.07 ($55.72) (5.0%)
1995 St. Louis Rams $267.92 $249.16 ($18.75) (7.5%)
1998 Minnesota Vikings $327.33 $296.36 ($30.98) (10.5%)
1994 New England Patriots $216.08 $194.20 ($21.88) (11.3%)
1994 Philadelphia Eagles $263.95 $235.23 ($28.72) (12.2%)
1997 Seattle Seahawks $258.35 $220.89 ($37.46) (17.0%)
1995 Tampa Bay Buccaneers $257.20 $202.28 ($54.92) (27.2%)
2002 Atlanta Falcons $640.30 $482.59 ($157.70) (32.7%)
1999 Baltimore Ravens $755.31 $513.61 ($241.70) (47.1%)
1997 Baltimore Ravens $459.29 $303.56 ($155.73) (51.3%)
2001 Atlanta Falcons $656.71 $407.28 ($249.43) (61.2%)
2000 New York Jets $782.41 $473.15 ($309.27) (65.4%)
Averages $485.88 $433.31 ($52.57) (15.4%)

Based on the average difference between the FW-F value and sale prices, it can be implied
that, on average, the value of a team in excess of that predicted by operating profits is 15.4%
of the total amount paid for a team. At the average sale price of $485.88 million paid in
Table 5, this comes out to $75.05 million. However, based on this reasoning, all of the
differences in table 5 should be negative; otherwise there would be no value to owning a
team other than the income it provides. Taking this into account, if all six positive
differences are removed, leaving 12 observations, then the difference between the average
FW-F values and average sales prices is even higher, -29%. On the new average sale price of
$503.8 million, this translates to $146.21 million worth of value that does not stem from
profits.

These numbers are much larger than what Fort finds for MLB team in terms of both
magnitude and percentage. For MLB teams, Fort finds a -8.5% average difference between

the average FW-F values and average sale prices for all relevant transactions. At an average
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sale price of $208.4 million this translates to $7.7 million. When Fort removes all
transactions where the difference is positive, the difference between averages is -19.2%. The
average sale price increases to $218.9 million, meaning that the difference is, on average,
$42.1 million. The difference between Fort’s values for MLB teams and the values for NFL
teams lead to two possible conclusions. First, there is more intrinsic value in NFL ownership
other than operating profits than there is in MLB ownership. That is, items 2-5 discussed by
Fort are worth more for NFL owners than they are for MLB owners. Second, some portion
of NFL teams’ large growth in prices over the last century may be able to be attributed to a
larger than average growth in factors other than operating profits. Another explanation
comes form Scully (1995), who posits that the premium paid for franchises might reflect the
“winner’s curse” in a bidding war. If this is the case, then premium NFL teams command
may be because the demand for NFL teams is be higher than the demand for MLB teams,
causing larger bidding wars.
Section I1: Determinants of NFL Franchise Value

The second part of this paper will attempt to build on previous work that has been
done on professional sports franchise valuation. One of the first empirical studies of
professional sports team valuation was done by Alexander and Kern (2004). Alexander and
Kern examined the value of franchises in all four major North American sports leagues for
the years 1992-1997, as determined by nine different variables. These included per capita
market income, market size (both local and regional), team performance, whether a team had
recently changed cities, the presence of a new stadium, team nickname changes, and whether
a team had a regional identity. Four different models were created, one for each league, in

order to isolate the idiosyncrasies of each league. Across all leagues, the variables market
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size, team performance, and the presence of new stadiums were all found to increase a team’s
value. But for the NFL, only team performance was significant, though it did have the
predicted effect of increasing team value. However, Alexander and Kern only analyzed the
years 1992-1997, and their basis for valuation was the previously mentioned FW-F values,
which were seen not to be indicative of the true value of NFL teams, as represented by sales
prices.

A similar study was conducted by Vine (2004), who analyzed franchise valuations in
two ways. First, Vine compared actual transaction values to Forbes valuations, similarly to
what was done previously in this paper, for the years 1999-2003. Vine found that across
leagues, there was an average premium of 27% paid for franchises above the FW-F values.
For the NFL, however, this premium was 79%. Vine suggested this premium was caused by
the existence of an “ego factor”, similar to the “emotional factor” described in section 1.
Second, Vine examined team value in all four major North American leagues for the years
1999-2003 using nine separate variables. These included debt/revenue ratios, TRPS [team
relative productivity score, a metric developed by Forbes

(http://www.Forbes.com/2003/11/20/cz_kb_1120bangforpuck.html) which compares the

number of wins per player payroll dollar relative to the rest of the league], income, revenue,
gate receipts, other revenue, expenses, payroll expenses, and other expenses. Like Alexander
and Kern, Vine also used the FW-F valuations for his league specific models. However,
Vine also used actual transaction data, though this was aggregated across leagues. All nine of
the metrics he uses are taken from reports by Forbes, some of which are used by Forbes to

determine their valuations.
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In Vine’s various league specific models, income, gate receipts, and other revenue
were found to be significant and positive determinants of NFL franchise value. This would
make sense, because, as described by Fort in section I, the Forbes valuations are determined
in part by revenue multiples. Gate receipts and other revenue are both portions of revenue,
while income incorporates revenue by its definition. Revenue and income should also be
expected to be significant positive predictors of a team’s value, as they represent DNPV;
from section I. Vine also found that a team’s debt/revenue ratio is a significant positive
determinant of franchise value in one of his models. This is somewhat surprising, though it
may be explained by the fact that the most valuable franchises are able to more freely take on
debt, similar to the way that large corporations are able to take on more debt, relative to their
size, than smaller companies.

Vine’s aggregated models, which used actual transactions, came to similar
conclusions. Income and revenue were most frequently significant determinants of a
franchise’s value, while a team’s debt/revenue ratio was also significant in three out of five
models.

More recently, Humphreys and Mondello (2006) analyzed franchise value using a
hedonic price model. Humphreys and Mondello used actual transactions for all four major
North American sports leagues from 1969-2006 in an aggregated model. Other than dummy
variables to determine league-specific premiums, no distinction was made among the other
variables used to isolate league specific factors. The variables used included local market
size, stadium ownership, franchise age, the number of competing professional teams in its

market, stadium age, and team performance. Of these, market size, franchise age, number of
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competing teams, and stadium ownership all had significant hedonic prices. Further, they
found that the annual rate of increase in team value was over 20% from 1969 to 2006.
Historical Determinants of NFL Franchise Value

This paper will attempt to draw on these previous analyses in order to create a more
substantial model that is specific to the NFL. First, the unit of analysis for team value will be
actual team sales prices, excluding expansions, for all relevant transactions that have taken
place since 1922. For a list of the transactions included, as well as a discussion of which
were excluded or modified and why, see Appendix A. For a list of any idiosyncrasies in the
data used, see Appendix B. Second, it will attempt to incorporate several new variables,
along with many of those previously used as determinants of franchise value. The variables
used include the following:

Price in 2009 dollars (PRICE), as calculated by dividing the team sale price by the
ratio of the GDP deflator in the year the transaction occurred to the GDP deflator in 2009.

The average gross domestic product for the three years leading up to the transaction
(GDP) in 2009 dollars, calculated using the same method as for (PRICE). The reason for
including this variable was to control for any non-league-specific macroeconomic factors that
might affect the value of NFL teams.

Whether or not a team is playing in a new stadium (NEWSTAD). This variable is
similar to the one used by Alexander and Kern. This variable is a dummy equal to 1 if a
team is playing in a stadium that is less than three years old and O otherwise. In order to
calculate this variable, a history of NFL team stadiums published by the Marquette
University Law School

(http://law.marquette.edu/s3/site/images/sports/NEFLSTADIUMHISTORY 2000.pdf) was
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used, with information for now defunct teams taken from Pay Dirt and the NFL website

(http://www.nfl.com/history). Similarly to Alexander and Kern, this variable was expected

to have a positive impact on NFL franchise value because it “affords owners additional
revenue generating means such as luxury suites and enhanced concession revenues”.
Whether or not a team has recently changed their nickname (CHGID). This variable
is the same as the one used by Alexander and Kern. For the first three years after a team
changes its nickname, it is equal to 1. It is equal to 0.8 in the 4™ year, 0.6 in the 5" year, 0.4
in the 6™ year, 0.2 in the 7" year and O thereafter in order to account for the diminishing
value a change in identity may have. Information on team names was taken from Pay Dirt

and the NFL website (http://www.nfl.com/history). This variable was predicted to have a

positive and diminishing effect on NFL franchise value.

Whether or not a team has a regional identity (REGID). This is the same as the
variable use Alexander and Kern. It is a dummy variable equal to one if a team has a
regional identity (examples include the Arizona Cardinals or New England Patriots) and 0
otherwise. This was expected to have a positive effect on franchise value because a regional
identity allows a team to appeal to a broader fan base which is able to identify with a team
that is not specific to one city. An increased fan base would suggest an increase in team

value. This information was taken from the NFL website (http://www.nfl.com/history).

Whether or not a team has recently changed location (NEWLOC). This is the same
as the variable used by Alexander and Kern. For the first three years after a team moves, it is
equal to 1. It is equal to 0.8 in the 4™ year, 0.6 in the 5" year, 0.4 in the 6" year, 0.2 in the 7"
year and O thereafter in order to account for the diminishing value a change in location may

have. Information on team moves was taken from Pay Dirt and the NFL website
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(http://www.nfl.com/history). Alexander and Kern (p57) reference Hamilton and Kahn

(1997, p235), who “note that several authors have hypothesized the existence of a
‘honeymoon effect’ on attendance following a team’s movement to a new location or
construction of a new stadium. They report that the accepted wisdom is that this effect
begins to fade after about 3 years and is zero after 8 years.”

The population of the city in which the team is located (POP). POP was predicted to
have a positive effect on team value. The larger the population of a team’s city is, the larger
potential local fan base a team has to draw upon for revenues.

The number of years that a team has gone without winning an NFL championship
(WINYRS). An NFL championship is defined as an NFL championship for the years 1920-
1966 and a Super Bowl win from 1967 onward. While the Super Bowl, which was a game
between the AFL champion and NFL champion from 1967 until the AFL-NFL merger in
1970, was technically not an NFL championship, its significance in American culture
precludes its stance as a more significant championship than an NFL league title in the years
1967-1969. For a team that has never won a championship, this simply represents the
number of years the team has been in existence. (WINYRS) is predicted to have a negative
effect on team value. The longer a team goes without winning a championship, the harder it
is for fans to remain faithful. This is especially true for so-called “fair weather fans”, who
might only consider themselves fans after a team has won a championship. This data was

constructed using what can be found on the NFL’s website (http://www.nfl.com/history).

The combined number of NFL championships and Super Bowl wins a team had at
that point in history (TITLES). Again, NFL championships from 1967-1969 are not counted

in lieu of the Super Bowl. Converse to the effect WINYRS is expected to have on value, the
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number of titles a team has won was predicted to have a positive effect on value for the same
reason. More championships would translate to more national exposure and hence, a larger
fan base. It might also draw in more “fair weather” fans. This information was taken from

the NFL’s website (http://www.nfl.com/history).

A team’s average winning percentage over the three years prior to the transaction
(WIN%). Win percentage data was taken from Rodney Fort’s webpage. WIN% is meant to
capture a team’s performance, and was predicted to have a positive effect on franchise value.
Presumably, the better a team does, the more fans it gains as it increases its reputation and
fan base.

The average league-wide attendance per team from the three years leading up to the
year of the transaction (ATTEN). Attendance data was taken from Rodney Fort’s website.
This was predicted to have a positive effect on team value. If more fans are attending games,
then an owner has more sources of revenue who pay for tickets and buy concessions. League
attendance is also a measure of the popularity of the sport as a whole, and with increasing
popularity comes increasing revenues.

The age of the franchise (AGE). Information about team histories was taken from
Pay Dirt. This was predicted to have a positive effect on franchise value. According to
Humphreys and Mondello (p11), “team buyers are effectively buying the history of the team,
and the longer the team has been in existence, the more team history there is to buy.”

Four dummy variables were used to determine if certain events significant to the
history of the NFL had any effect on value. These variables were set equal to 1 if the event
had occurred (i.e. in years after it occurred) and 0 otherwise. First was the playing of the

“Greatest Game Ever Played” in 1958 (GGEP). GGEP was included because it is thought by
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many historians to be the turning point in the NFL’s popularity in the United States

(http://www.nfl.com/superbowl/story?id=09000d5d80d94a0d &template=with-video-with-

comments&confirm=true). The “Greatest Game Ever Played” was a thrilling overtime NFL

championship game between the Baltimore Colts and the New York Giants. Because it was
nationally broadcast by NBC, it generated huge fan interest in the NFL. Second was the
introduction of “Monday Night Football” and the NFL-AFL merger (AFLMNF), which both
occurred in 1970. The AFL merger was a milestone in the history of the NFL because it
combined the two most popular leagues in the most popular sport in the country into one
“superleague”. It simultaneously expanded the fan base to include both leagues and
increased the quality of players throughout the NFL, which now had the best players from
both leagues. The introduction of “Monday Night Football” also created a new prime-time
venue each week when the NFL could showcase one of its marquee matchups and generate
more interest from fans. Third was founding of the cable network ESPN (ESPN) in 1979.
This was significant because ESPN was the first ever television network dedicated solely to
sports, and allowed fans to get their fix on professional sports at times other than just the 6 or
11 o’clock news’ sports segment. ESPN has since grown into a behemoth in the professional
sporting industry and has broadcast NFL games since 1987’s creation of “Sunday Night
Football”. Fourth was the introduction of Plan A free-agency and a salary cap in 1992
(FREEA), which, as discussed before, increased league parity and competitive balance,
resulting in more interest from fans around the league who could now legitimately believe
that their team had a chance to compete. All four of these variables were predicted to have a

positive effect on franchise value for the reasons mentioned above.
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A time vector (T) and its square (T"2), with T =1 in 1920, 2 in 1921, and so on were
also included. From the previous analyses of growth rates, it's clear that there is a strong
positive trend in NFL team prices over the entire sample. In order to capture that trend and
see whether other explanatory variables have power even when controlling for the trend, at
least one variable that also has a strong upward trend needs to be included. (GDP) is one such
variable. A linear time trend (T) is also one. But the trend in the data may be nonlinear, so
(T~2) was also included in order to pick up any (quadratic) nonlinear effects.

The preceding variables were run in a variety of combinations in an ordinary-least-
squares regression to determine their empirical effect on (PRICE). The results are shown in
Table 6.

All regressions had a significant (>0.750) R? value, with many above 0.850. The first
conclusion that can be reached is that teams playing in new stadiums command a premium,
as NEWSTAD is significant in almost all of the regressions that were done. This can be
explained by the fact that a new stadium provides a team owner with additional sources of
revenue, such as luxury boxes, increased concession revenues, and the ability to charge
higher ticket prices. A “shiny new stadium” might also entice fans who were might be put
off by an older facility to attend more games, as a new stadium enhances the game-watching
experience for fans in a variety of ways, whether it be more comfortable seating, a better
line-of-sight or more things to do.  Alexander and Kern found that professional teams
playing in new stadiums increased value, though their result was only significant for MLB,
NBA, and NHL teams. In fact, they reported a negative coefficient for their similar

(NEWFACILITY) variable for the NFL.
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For regressions that included (T) and (T”2), CHGID was significant and positive, but
not significant when they were excluded. This significance may be explained by the fact that,
when a team changes its identity (by changing its nickname), fans welcome the change and
the team commands a premium because it makes the team seem newer and fresher, and
therefore more valuable. In some cases it also represents when a team not only changes its
identity, but also moves to a new location, as with the Baltimore Ravens (previously
Cleveland Brownsl) franchise when they moved to Baltimore and changed their name to the
Ravens in 1996. It also represents cases in which a team changes its name in order to
reinvent itself and at the same time try to appeal to a broader fan base, as the Philadelphia
Eagles did in 1933 when they changed their name form the Frankford Yellow Jackets to the
Philadelphia Eagles. This is similar to what was found by Alexander and Kern, though they
found the variable to be insignificant.

While Alexander and Kern found that professional sports teams with a regional
identity increased the value of MLB teams, for NFL teams they found that the effect was
actually negative and insignificant. Similarly, REGID was also found to decrease franchise
value, though the results suggest that it has a significant effect on team value. This may be
because adopting a regional identity may have the reverse effect that owners expect on fan
base, at least in the NFL. Instead of attracting more fans by appealing to a broader base,
changing from a city to regional identity might put off more loyal fans who reside in the city
that the team previously represented. While a change in regional identity does not mean a
team has moved, fans may feel betrayed because the team is no longer “theirs”. That is, by
representing a broader area, current fans are forced to “share” their team with more people

and can no longer identify as closely with their favorite team.
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Whether a team had recently moved to new location had no significant effect on
ownership values, though their explanation was that their inclusion of several similar
variables, including CHGID and NEWFACILITY, but also NEWTEAM, a variable which
measured the value of the dawning years of a team’s existence in the league, were so
similar that they canceled each other out. The same thing may have occurred here, as
CHGID, NEWSTAD and NEWLOC are the same variables as CHGID, NEWFACILITY and
NEWLOC, while their NEWTEAM variable is approximated here by AGE, which is also
insignificant, albeit positive. The positive aspect of the AGE variable is similar to that found
by Humphreys and Mondello, though they found that Franchise Age was a significant
determinant of franchise value, though their analysis aggregated teams across leagues.
However, when the GDP, T, and T”2 variables were removed, which may have some
correlation to a team’s age, AGE was found to be significant and positive. This confirms
what was predicted about the effect of a team’s age on its value. The historical significance
and embedded fan bases that come with older teams no doubt command a premium in the
valuation of the team itself. The fan base of older teams may be more loyal, and for teams
with no other major NFL teams competing in their markets, it can establish a wide fan base
that continues to exist until well after its market becomes more saturated. The best example
of this is the Washington Redskins, who for a long time were the only NFL franchise located
anywhere close to the Southeastern United States. As such, they had a larger potential fan
base to draw from than other teams. Even after the introduction of new franchises in the
South, the Redskins might still have retained much of its original fan base. Further, an older

franchise simply has more history and a sense of legitimacy than newer teams.
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Relevant to the above discussion is the insignificance of whether a team had recently
changed location NEWLOC. The variable was found to be negative and insignificant,
similar to what Alexander and Kern found for the NFL and the NHL. The reasons may be
the same — that the other similar variables clouded any significance NEWLOC may have had.

While Alexander and Kern found population to be a significant and positive
determinant of franchise value in MLB, the NBA and the NHL, as predicted, they did not
find any significance in the NFL, though the effect of population was positive. For the
aggregated model run by Humphreys and Mondello, LOG(Population), an approximation of
POP was positive and significant, though given Alexander and Kern’s results, this may be a
result of the effect population has on the value of teams in other leagues. Here, population
was found to be insignificant, though it was positive.

As predicted, the number of years a team had gone without winning a championship
was negative and significant, but only in those models where location specific variables were
removed. This may be because of some correlation between the location specific variables
which are together indicative that a team is relatively new to the league. Prior to the
introduction of free-agency in 1992, it was rare for the league’s newer teams to even make it
to the championship game, let alone win it. Therefore, there may be some correlation
between CHGID, NEWFACILITY, NEWLOC, and WINYRS. The results for WINYRS
when the variable was significant make sense because when a team goes for a long time
without winning, fans can get impatient or fed up with the performance of the team, leaving
only the most hard-core fans that remain with their team. Anecdotally, this has been seen by

fans of teams who are so bad that they show up to games with paper bags over their heads,

41



and also by television shots of half-empty arenas for games involving teams that have not
won a championship in some time.

Surprisingly, however, the number of titles a team had won TITLES when it was
purchased was insignificant and changed signs in different regressions. This could simply
mean that the number of championships a team has won has little or no relevance to the value
of the team as a whole.

WIN% did not have the predicted effect on franchise values for the NFL, as in most
cases it was negative, and was always insignificant. This differs from the results found by
Alexander and Kern, whose variable PLACE assigned each franchise a ranking based on its
finishing in the league the previous year. Alexander and Kern found the PLACE variable to
be negative and significant [negative because a higher value for PLACE indicated a lower
standing]. In fact, it was the only significant variable they found for the NFL. The results
here are more similar to what was found by Humphreys and Mondello for transactions
involving teams from all four leagues. They found that a team’s WIN% in the 5 years prior
to the transaction was negative and insignificant. This points to the conclusion that, while
recent performance is a significant determinant of franchise value in the NFL, it may only be
the most recent season which has any effect on franchise values, with diminishing
significance for years that are further away form the date of transaction. Future research may
incorporate a variable that proxies for a team’s performance only in the previous year to
confirm what was found by Alexander and Kern.

League-wide attendance actually had a negative effect on franchise value. This is
perplexing, considering that attendance is one of the better proxies for a team’s overall fan

base, which represents the size of its potential revenue. However, this may be because
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league-wide average attendance was used, and not team-specific attendance. The attendance
data published by Fort includes more detailed, team-specific attendance data beginning in
1954 (even since then, there are some significant holes, notably in 1992 and 1997). This
precluded me from using team-specific attendance data. However, in regressions in which
the (GDP), (T) and (T~2) variables were removed, attendance was found to be a significant
and positive determinant of franchise value, as predicted. There is obviously some
correlation between attendance and those three variables. When they were removed, a higher
league-wide attendance translated to higher franchise values, because higher attendance
translates directly into higher revenue streams for owners in the form of ticket purchases,
concessions. High attendance is also an indication of league popularity and the overall size
of the NFL’s fan base, which would also predict higher franchise values. A more reasonable
explanation, however, is that there is simply an upward trend in attendance over the period of
time analyzed here. However, because there is an upper limit to league-wide attendance
(based on the maximum number of fans each team’s stadium can hold), future research may
investigate the effect of attendance on team value beginning after league-wide attendance
first reaches its upper limit. At this point, fluctuations and variations in attendance might be
more indicative of team popularity, and not just representative of a general upward trend.

With the exception of free-agency FREEA, the “significant events” (GGEP,
AFLMNF, and ESPN) seemed to have a negative effect on team value, which is the opposite
of what was predicted. However, because there is likely some correlation between these
time-specific variables and GDP, T, and T"2, regressions were re-run that removed these
three. The first was run using all four dummies. However, because of the similarities

between the dummies themselves, a separate regression was also run for each dummy
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individually. The results from these regressions were more in-agreement with what was
predicted for two of the variables (ESPN and FREEA), that because of their significance in
the history of the NFL, they would have a positive effect on team value. However, the other
two (GGEP and AFLMNF) still had negative coefficients, and the coefficient for AFLMNF
was not even significant.

The significant and positive effect free-agency FREEA has on team value can be
explained by the parity and competitive balance that free-agency and a salary cap have
brought to the league since they were introduced in 1992. By allowing players to change
teams more easily, it encourages greater player movement to the teams that need better
players the most (presumably, the teams who are performing the worst). Further, the salary
cap prevents owners who may be inclined to overspend in order to guarantee that they have
the best players and “buy a championship” from doing so. This increases the fan base for all
teams in the league, because it presumably means any team can compete for a championship
in any given year. This draws more people to become fans of any given team because it can
increase interest in teams that otherwise might lose so often that they lose significant portions
of their fan base. Recent examples of previously under-performing teams reaching (and even
winning) the super bowl include the Tampa Bay Buccaneers and Oakland Raiders in 2002,
the Carolina Panthers in 2003, the Seattle Seahawks in 2005, and the New Orleans Saints in
2009.

The advent of the television network ESPN in 1979, as captured by the variable
“ESPN” [from here, (ESPN)], would also predict increased interest in the NFL. ESPN is
now the dominant force in sports media. Its effect not just on football, but on sports of all

kinds and levels, has been significant, as it has provided a 24-hour outlet for all things sports
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related. Its effect on franchise values in the NFL should be positive because it gives fans
more exposure to the product that the NFL creates. It has even found ways to increase
potential NFL revenue streams during the league’s off-season from February to September,
as it has made a media event out of the annual NFL draft by broadcasting it since 1980.
However, because of the proximity of ESPN’s founding to the introduction of free-agency in
1992, some of the effect of (ESPN) may be capturing the effect of free-agency. In order to
test this, an additional regression was run including only (ESPN) and FREEA as dummies.
In this instance, the effect of (ESPN) on ownership values, while still positive, became
insignificant.

The effect of the NFL merger with the AFL and the advent of “Monday Night
Football” in 1970 were predicted to have a positive effect on NFL franchise value. The
merger with the AFL gave the NFL a large increase in the size of its fan base, and cemented
its status as the only major professional football league in the United States. The advent of
“Monday Night Football” gave the NFL an additional prime time outlet in which to sell its
product, thereby increasing potential revenue streams, as well as giving it an additional venue
from which it could increase its fan base. This variable, however, proved to be insignificant
and negative, having the opposite effect as expected. While its insignificance indicates that
there was no major shift in NFL team valuations in 1970, the its negativity could be
explained by the fact that the effects of MNF and the merger may have taken a few years to
take hold, and were not experienced immediately. Some AFL fans may have been bitter
about losing the uniqueness of their football “product”, and so chose to recluse themselves
from fan-ship for a number of years. Also, the cost of the merger on the NFL, both

financially and otherwise, may have outweighed any benefits from the merger in the first few
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years after its completion. Similarly, MNF might not have been an instant success, and may
have taken a few years to catch on and increase in popularity. One thing that the growth
analyses show also is that the growth rates seems to fall a lot during the 1950s-1970s and
then bounce back. Since AFLMNF is 0 for 1922-1969 and then 1 for 1970 — 2009, this
variable may actually be hijacked by the regression simply to help it fit these fluctuations in
growth rates.

The coefficient for the GGEP variable was both significant and negative. This was
the opposite of what was expected, because the “Greatest Game Ever Played” is thought to
be the turning point in the NFL’s current status as the most popular spectator sport in the
U.S. However, because the NFL did not actually become the most popular sport in the U.S.
until the mid-1960s, this variable may represent the period of lagging growth seen in the
1960s in Table 3.

To conclude, the results found here were similar to what was found by Alexander and
Kern and Humphreys and Mondello for variables that were the same as, or similar to, what
their previous research analyzed. This in and of itself is interesting because Alexander and
Kern only analyzed franchise value for the years 1991 to 1997, and their unit of analysis was
the FW-F values, not actual team transactions. This suggests that the determinants of
franchise value in the NFL have remained relatively similar over time, and that the FW-F
values, on aggregate, do approximate the value of professional teams fairly well. Further,
while Humphreys and Mondello did use actual transactions as their unit of analysis, they
only used them from the period 1969-2006, and their model aggregated transactions across
all four major American sports leagues. The similarities to their model may indicate that

there are some similarities in the way franchises are valued between each league.
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However, there are a few notable differences between the data presented here and
previous work. The first is that, unlike Alexander and Kern, new stadiums do have at least
some significant and positive effect on the value of NFL franchises. Noll and Zimbalist
(1997) argue that while new stadiums do increase a franchise's revenues, they also bring
about new expenses, in particular players salaries. The data here suggests that, over the
entire history of the NFL, stadiums have in fact enhanced team values.

Second was that having a regional identity was found to have a negative effect on
franchise values in the NFL. This contrasts with the work done by Alexander and Kern, who
found no significance in the regional identity of NFL teams, though their coefficients were
negative. This may be because of the different period over which Alexander and Kern
analyzed valuations, though there is no reason the effect of a regional identity would be more
significant across periods (and in a more specific one). Future research might return to this
difference to isolate the effect a regional identity has on NFL team values.

Win percentage over the three years prior to a transaction was found to have no effect
on franchise value, similar to the lagging 5-year win percentage used by Humphreys and
Mondello. Alexander and Kern found that a team’s performance in the year prior to a
valuation did have a significant positive effect on a team’s value. This suggests that only a
team’s more recent performance has a significant effect on its value.

Similarly to Humphreys and Mondello, a franchise’s age was found to have positive
and significant effects on team values. This is true both in the NFL, as found here, and
across leagues, as found by Humphreys and Mondello.

The number of years a team has gone without winning a championship was found, in

some cases, to have a negative effect on franchise value, as predicted.
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League-wide attendance was found to have a positive effect on NFL team values, as
predicted.

Finally, there has been a significant increase in franchise values since the introduction
of free-agency and a salary cap in 1992. There has also been a relative decrease in NFL team
values since the “Greatest Game Ever Played” occurred in 1958, though this may be due to
the lag in team price growth experienced in the 1960s.

Modern Determinants of NFL Franchise Value

In this section, similar regressions to the above were run, but more recent data
published by Financial World and Forbes, namely revenues, operating expenses, and
operating income, were also incorporated. This data set was taken from Rodney Fort’s
webpage, and dates back as far as 1991. It includes a total of 18 transactions, the same ones
represented above in Table 5. As such, only those transactions occurring after 1991 are used
here. The regressions here are similar to the models created by Vine, which incorporated
revenue, expense, and income statistics, among others, as explanatory variables for franchise
value. Here, because the only data that is available for every transaction is revenue,
operating expense, and operating income, only those variables are incorporated.

Given Vine’s previous results and the discussion from Part | of this paper about the
determinants of franchise value, as predicted by Fort [specifically, the value associated with
DNPV; from expression (2)], it is expected that the revenue (REV) and operating income
(OPINC) statistics will have a positive effect on franchise value, while expense (EXP) will
have a negative effect.

For these regressions, the time-specific variables T and T"2 were removed because of

the relatively short period over which these transactions occurred. All dummy
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variables were removed except for FREEA, which was left in for one regression to see if,
despite the minimal data, it still might show the significance it did previously.

As predicted, revenue and operating income both seem to have a significant and
positive effect on franchise value, while expense has a significant and negative effect. What
is interesting about these results is that, unlike Vine, who used the FW-F valuations for
league specific regressions and actual transactions for aggregated regressions, they analyze
value as determined by transaction price at a league-specific level. They also incorporate
several of the other previously mentioned variables in order to create more robust models of
franchise value determination. Despite these differences, similar conclusions are reached
about the effect that financial metrics have on team valuation, which suggests that much of a
franchises value may in fact be explained by its financials. This would support the
conclusions previously reached from Table 5, which suggest that approximately 61% of
franchise value is explained by operating income.

Two interesting side notes are that in some of the regressions, population (POP) and
regional identity (REGID) are also significant. Population data, which was not significant in
the previous regressions, is significant and positive in some cases here, which suggests that
more recent transaction valuations place an increased significance on the population of a
team’s city than do historical transactions. Much like before, when REGID was significant,
it was also negative. This contrasts with what was found by Alexander and Kern, and
suggests that there may actually be less value in having a regional identity than previously

thought.
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Summary and Conclusions

This paper set out to analyze the value of NFL teams in two ways. First, using methods
previously set forth by Fort (2006) for Major League Baseball teams, it evaluated the value
of NFL ownership as represented by NFL team prices. A number of interesting conclusions
were reached. First, there has been incredible growth in the values of NFL teams over the
history of the league. From 1924 to 1999, NFL team values grew at an average annualized
rate of 21.3%. This is over three times as large as the average MLB growth rate of 6.2%, and
over seven times the size of the typical 3% real growth rate of the economy as a whole.
Owning an NFL team can prove to be a more than worthwhile investment. Second, the long-
term value of franchise ownership in the NFL is equally as large. The mean and median
growth rates for long-term team specific analysis of transactions are 23.1% and 13.8%,
respectively. While Fort is able to conclude that longer-term MLB ownership typically
generates growth of about 50% above the real economy growth rate, NFL ownership, at the
median, generates returns over 350% above that rate. Third, for every decade up to the
1990s, NFL team value growth rates have been positive. The decades with the largest
average growth rates were the 1920s and 1930s, which supports the assertion that the earliest
owners were able to capture monopoly profits. There is also a spike in growth rates during
the 1950s, which likely represents the post-war expansion of the economy as a whole. There
is a third spike in growth rates in the 1970s which continued through the 1990s. This could
be explained by the explosion in popularity the NFL began to experience in the late 1960s
and early 1970s. The average period of NFL ownership has also been steadily decreasing
since the 1940s, which suggests increasing liquidity. Average growth rates of franchise

prices generally increased until the 1970s, when the began to stabilize at a little less than
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20%. This suggests that increasing demand for teams, and the accompanying liquidity, has
brought about increased prices in more recent decades.

Expansion fees have basically mirrored the growth rates of sale prices. NFL
expansion fees began to grow larger than MLB expansion fees in the mid-1960s, around the
time the NFL started gaining popularity. The large differences in the NFL imply that the
league itself has a reasonable grasp of what it can get away with in terms of charging for an
expansion franchise. Since 1932, only two NFL expansion episodes, the addition of the
Dallas Cowboys and Minnesota Vikings in 1960 and the addition of the Carolina Panthers
and Jacksonville Jaguars in 1993, have charged fees that are below the expected present
value of ownership of an NFL team. All other expansion fees have actually overcharged for
the value of NFL ownership. This contrasts to expansion fees in MLB, where fees have
consistently been smaller than the estimated present value of the team.

Comparing NFL transaction prices to the valuations approximated by Forbes, which
represent the portion of ownership value that can be derived from operating profits, the
difference between the average FW-F values and average sales prices is, -29%. This means
that, on average, 29% of an NFL team’s value is derived from sources other than operating
income.

Regression team values on the proposed driving variables found that, in at least some
regressions, the following variables had the following significant effects: Teams playing in a
new stadium commanded a premium in value; Teams who recently changed their identity
had an increase in value; Teams with a regional identity had a lower value than those without
a specific city; League-wide attendance, when isolated from other time-specific variables,

had a positive impact on team value; The number of years a team has gone without winning a
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championship has a negative effect on team value. Perhaps the most significant conclusion,
however, was the impact of free-agency on NFL franchise value. Teams that have been sold
since free-agency was introduced in 1992 have been valued more highly than those that were
sold before. Further research might isolate this variable and do a more specific analysis to
determine exactly how large the effect of free-agency has been on NFL team value.

A second regression confirmed previous conclusions about the impact of the financial
metrics of revenue, expenses and operating income. While this is not surprising, what is
significant about the second set of regressions was that it applied the financial metrics to
actual team sales prices, instead of valuation estimates, as had been done in the past.

Therefore, more certainty can be reached about the conclusions therein.
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Appendix A: NFL Transactions and Idiosyncrasies
Unless noted below, all data used is directly as reported by Rodney Fort on his

webpage (http://www.rodneyfort.com/SportsData/BizFrame.htm). All discrepancies and

other information listed are taken from Pay Dirt. In any conflicts of information between
Fort and Forbes Magazine, which Fort acknowledges on his webpage, Fort’s data was used.
Removals/Changes to Fort’s Data

In 1924, the Canton Bulldogs were sold to Sam Deutsch (then owner of the Cleveland
Indians of the NFL) for $1,200. Instead of taking over the team, however, Deutsch simply
added the players from the Canton team to his and renamed his team the Cleveland Bulldogs,
who won the 1924 NFL championship. In 1925, the franchise was re-sold to the Canton
Professional Football Company for $3,000 and moved back to Canton. These two
transactions were added.

In 1926 the Duluth Eskimos (then Kelleys) were sold to Ole Haugsrud for $1, who
assumed the team’s debts. Because no information could be found regarding the size of the
debts Haugsrud assumed, this sale was removed.

In 1931, George Halas bought out Dutch Sternaman, the co-owner of the Chicago
Bears, for $38,000 by generating $40,000 from six partners who together ended up with 50%
of the team. Halas kept $2,000 for himself. Fort values this transaction at $38,000, but since
50% of the team was essentially sold for $40,000, that is the amount used here.

In 1941, after buying the Pittsburgh Steelers (then Pirates) for $165,000, Alex
Thompson traded the Steelers with Bert Bell and Art Rooney for the Philadelphia Eagles. No
cash was exchanged, but a value of $165,000 was assigned to the Eagles for the transaction

because the trade implied that both franchises were worth same amount
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NFL Team Sales

Year Team Most Recent Name Buyer Price ($MM) Percentage Full Price ($MM)
1923 Green Bay Packers Green Bay Packers GB Football Corporation 0.003 100.00% 0.003
1924 Canton Bulldogs Canton Bulldogs Sam Deutsch 0.001 100.00% 0.001
1925 Canton Bulldogs Canton Bulldogs Canton Professional Football Co. 0.003 100.00% 0.003
1928 Cleveland Indians Cleveland Indians Detroit Syndicate 0.010 100.00% 0.010
1929 Chicago Cardinals Arizona Cardinals David Jones 0.013 100.00% 0.013
1929 Duluth Eskimos Duluth Eskimos Edwin Simandl 0.002 100.00% 0.002
1931 Chicago Bears Chicago Bears George Halas 0.040 50.00% 0.080
1932 Chicago Cardinals Arizona Cardinals Charles Bidwell 0.050 100.00% 0.050
1933 Frankford Yellow Jackets Philadelphia Eagles Bert Bell & Lud Wray 0.003 100.00% 0.003
1934 Portsmouth Spartans Detroit Lions George A. Richardson 0.022 100.00% 0.022
1934 Cincinnati Reds St. Louis Gunners Edward Butler 0.030 100.00% 0.030
1936 Philadelphia Eagles Philadelphia Eagles Bert Bell 0.004 50.00% 0.008
1940 Detroit Lions Detroit Lions Fred Mandel/Syndicate 0.225 100.00% 0.225
1940 Pittsburgh Pirates Pittsburgh Steelers Alex Thompson 0.165 100.00% 0.165
1941 Philadelphia Eagles Philadelphia Eagles Alex Thompson 0.165 100.00% 0.165
1941 Cleveland Rams St. Louis Rams Dan Reeves & Fred Levy/Syndicate 0.125 100.00% 0.125
1947 L.A. Rams St. Louis Rams Four-Person Partnership 0.253 100.00% 0.253
1948 Detroit Lions Detroit Lions DL Fife and Edwin Anderson/Syndicate 0.185 100.00% 0.185
1949 Philadelphia Eagles Philadelphia Eagles James P. Clark/Syndicate 0.250 100.00% 0.250
1951 Baltimore Colts1 Baltimore Colts1 NFL 0.050 100.00% 0.050
1952 New York Yankees Indianapolis Colts Giles and Connell Miller/Syndicate 0.300 100.00% 0.300
1953 Cleveland Browns1 Baltimore Ravens David Jones and 3 others 0.600 100.00% 0.600
1954 Chicago Bears Chicago Bears George Halas 0.040 6.25% 0.640
1960 Washington Redskins Washington Redskins Jack Kent Cooke 0.350 25.00% 1.400
1961 Cleveland Browns1 Baltimore Ravens Art Modell and RJ Schaefer/Syndicate 3.925 100.00% 3.925
1962 L.A. Rams St. Louis Rams Dan Reeves 7.100 100.00% 7.100
1963 Detroit Lions Detroit Lions W.Clay Ford/Syndicate 6.000 100.00% 6.000
1963 Philadelphia Eagles Philadelphia Eagles Jerry Wolman & Snider Bros. 5.505 100.00% 5.505
1964 Detroit Lions Detroit Lions Clay Ford 6.500 100.00% 6.500
1964 Baltimore Colts2 Indianapolis Colts Carroll Rosenbloom 1.000 31.00% 3.226
1965 Cleveland Browns1 Baltimore Ravens Art Modell 1.500 25.00% 6.000
1969 Philadelphia Eagles Philadelphia Eagles Leonard Tose/Syndicate 16.155 100.00% 16.155
1972 St. Louis Cardinals Arizona Cardinals Bill Bidwell 6.500 45.00% 14.444
1972 Baltimore Colts2 Indianapolis Colts Bob Irsay 16.000 100.00% 16.000
1972 L.A. Rams St. Louis Rams Bob Irsay 19.000 100.00% 19.000
1972 Washington Redskins Washington Redskins Pro Football, Inc. 3.000 24.30% 12.346
1974 Washington Redskins Washington Redskins Pro Football, Inc. 5.720 24.30% 23.540
1975 New England Patriots New England Patriots Billy Sullivan 7.000 62.00% 12.790
1977 Minnesota Vikings Minnesota Vikings MN Vikings, Inc. 15.000 100.00% 15.000
1977 San Francisco 49ers San Francisco 49ers Edward Debartolo, Jr. 18.200 80.00% 22.750
1978 Philadelphia Eagles Philadelphia Eagles Leonard Tose 3.000 29.00% 10.345
1979 Philadelphia Eagles Philadelphia Eagles Leonard Tose 1.000 6.00% 16.667
1981 Denver Broncos Denver Broncos Edgar Kaiser 30.000 100.00% 30.000
1982 San Diego Chargers San Diego Chargers Alex Spanos 4.000 10.00% 40.000
1984 Dallas Cowboys Dallas Cowboys HR Bright/Synidcate 60.000 100.00% 60.000
1984 Denver Broncos Denver Broncos Pat Bowlen/Syndicate 70.500 100.00% 70.500
1984 San Diego Chargers San Diego Chargers Alex Spanos 80.000 100.00% 80.000
1985 Minnesota Vikings Minnesota Vikings Carl Pohald/Irwin Jacobs 25.000 46.00% 54.348
1985 New Orleans Saints New Orleans Saints Tom Benson 55.200 100.00% 55.200
1985 Philadelphia Eagles Philadelphia Eagles Norman Braman 70.000 100.00% 70.000
1988 Dallas Cowboys Dallas Cowboys Jerry Jones/Syndicate 125.000 100.00% 125.000
1988 New England Patriots New England Patriots Victor Kiam & Fran Murray 85.000 100.00% 85.000
1988 Seattle Seahawks Seattle Seahawks Ken Behring & Ken Hoffman 80.000 100.00% 80.000
1988 Washington Redskins Washington Redskins Jack Kent Cooke 15.000 75.00% 20.000
1991 Minnesota Vikings Minnesota Vikings Mike Lynn/Syndicate 52.000 51.00% 101.961
1991 New York Giants New York Giants Robert Tisch 75.000 50.00% 150.000
1994 Miami Dolphins Miami Dolphins Wayne Huizenga 115.000 85.00% 135.294
1994 New England Patriots New England Patriots Robert Kraft 158.000 100.00% 158.000
1994 Philadelphia Eagles Philadelphia Eagles Jeff Lurie 193.000 100.00% 193.000
1995 St. Louis Rams St. Louis Rams Stan Kroenke 80.000 40.00% 200.000
1995 Tampa Bay Buccaneers Tampa Bay Buccaneers Malcolm Glazer 192.000 100.00% 192.000
1997 Baltimore Ravens Baltimore Ravens Art Modell 32.000 9.00% 355.556
1997 Seattle Seahawks Seattle Seahawks Paul Allen 200.000 100.00% 200.000
1998 Minnesota Vikings Minnesota Vikings Billy Joe McCombs 246.000 96.00% 256.250
1999 Baltimore Ravens Baltimore Ravens Stephen Bisciotti 600.000 100.00% 600.000
1999 Washington Redskins Washington Redskins Daniel Snyder/Group 549.500 100.00% 549.500
2000 New York Jets New York Jets Robert Wood Johnson IV 635.000 100.00% 635.000
2001 Atlanta Falcons Atlanta Falcons Arthur Blank 545.000 100.00% 545.000
2002 Atlanta Falcons Atlanta Falcons Joe Gibbs, John Imlay, Jr., & John A. Wi 27.000 5.00% 540.000
2003 Washington Redskins Washington Redskins Fred W. Smith/Dwight C. Schar/Robert F 200.000 20.00% 1000.000
2005 Minnesota Vikings Minnesota Vikings Zygmunt Wilf Group 600.000 100.00% 600.000
2009 Pittsburgh Steelers Pittsburgh Steelers Dan Rooney and son Art Rooney I 800.000 100.00% 800.000

In 1947, Dan Reeves, owner of the St. Louis Rams (then in Los Angeles), brought in

Fred Levy, Ed Pauley, Harold Pauley, and Hal Seley as partners for $1 each in order to share
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the losses of the Rams. Fort therefore assigned a value of $0 to this transaction. The team
losses in 1947 were $253,300, so that was used as the value instead of $0.

In 1950, the Baltimore Colts1 entered the NFL as part of the AAFC-NFL merger.
The team was required to pay a “territory invasion fee” of $150,000 to George Marshall, then
owner of the Washington Redskins. This fee can not be considered an expansion fee because
the franchise itself already existed. It also does not represent a transaction for the team itself,
as it is simply a fee. Therefore, it is not included.

In 1950 the Indianapolis Colts (then the New York Yankees) was forfeited to the
NFL, which paid then owner Ted Collins $100,000 in order to pay player salaries. The NFL
sold the franchise in the same year to a syndicate lead by Giles and Connell Miller for
$300,000. The $100,000 transaction is not included because the NFL presumably included
that amount in their subsequent sale of the franchise.

The 1964 purchase of the Detroit Lions by Clay Ford is listed by Fort on his website
as having an implicit $5 million. However, in Pay Dirt, the implicit price is listed as $6.5
million, which is the figure used here.

A 1972 transaction involving the St. Louis Rams (then in Los Angeles) and the
Indianapolis Colts (then the Baltimore Colts2) involves a number of peculiarities. Robert
Irsay purchased the Rams for a total amount of $19 million. He then immediately traded the
Rams to Carroll Rosenbloom for his Colts and a cash payment of $3 million, implying that
the value of the Colts was $16 million. There are two inaccuracies in the data Fort uses.
First, in Pay Dirt, the payment is listed as being between $3 million and $4 million, but a
1998 Indianapolis Star-News Online article series lists the amount as $3 million

(http://bonesaw.tripod.com/records6.htm), which is used here. Second, on his website Fort
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lists the value of the Colts for this transaction as $23 million, implying that Irsay made a cash
payment to Rosenbloom for $4 million when in fact it was Rosenbloom who made a $3
million cash payment to Irsay. As such, the value of the Colts that is used is $16 million.

In 1973, the structure of ownership for the voting shares of the New England Patriots
was as follows: Billy Sullivan (23.7%) George Sargent Trust (14%), Bob and Dan Marr
(14%), David McConell and Robert Wetenhall (34%), and Mary Sullivan (12.5%) (does not
add presumably due to rounding). In 1975, Sullivan bought out Trust, the Marrs, and
McConnell for $5.3 million and Wetenhall for a $1.7 million. Fort lists this on his webpage
as 28+%, presumably due to the ambiguity between Wetenhall and McConnell’s shares. The
total sum eventually paid for 62% of the team was $7 million, so that is what was used.
Then, in 1976 Sullivan bought all of the public nonvoting shares of the Patriots for $1.5
million. Because Sullivan bought all of the nonvoting shares, the total value of the franchise
can be deduced from these two transactions, which are treated as one purchase that occurred
in 1975.

In 1985 Tom Benson bought the New Orleans Saints for $70.2 million. The deal also
included a renegotiated Superdome contract and a $15 million loan guarantee by the state of
Louisiana. Because the lease on the stadium can be considered an liability of the team itself
(as opposed to ownership of the stadium, which would be considered a separate asset), it is
included. The $15 million guarantee is removed, bringing the transaction amount to $55.2
million. Fort lists the full $70.2 amount on his webpage.

In 1988, Sports Inc. reported that Jack Kent Cooke, who in 1960 had purchased 25%
of the Washington Redskins for $350,000, had spend $15 million between 1960 and 1988 in

order to become sole owner of the team. This implies that Cooke paid $15 million for 75%
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of the team. This is listed as a transaction occurring in 1988 because that was the year it was
reported. Fort does not include this transaction on his webpage.

In 1988, the Dallas Cowboys were sold for $95 million to a syndicate lead by Jerry
Jones. This amount excluded $30 million in deferred liabilities, which are included to make
the total amount $125 million. Fort lists the amount as $95 million on his webpage.

In 1988, the Nordstrom family, which owned 51% of the Seattle Seahawks,
purchased the remaining 49% for $35 million and then immediately sold to Ken Behring and
Ken Hoffman for $80 million. This episode is treated as a single transaction where the
Seahawks were purchased in 1988 for $80 million.

In 1994, Wayne Huizenga purchased the 85% of the Miami Dolphins that he did not
already own, 50% of then Joe Robbie Stadium, and $15 million in assumed debts. Fort lists
the total transaction price as $109 million. However, an Orlando Sentinel article from the

day of the transaction (http://articles.orlandosentinel.com/1994-06-

28/sports/9406280082_1 wayne-huizenga-joe-robbie-robbie-family) lists the purchase of the

team and stadium separately. The debt was reported to be on the stadium, and the reported
amount paid for the 85% team was $115 million. That is the amount used.

In 1994, the Philadelphia Eagles were purchased by Jeff Lurie for $185 million, plus
$8 million in assumed liabilities. Fort lists the amount as $185 million on his webpage, and
notes the liabilities separately. The amount used includes the $8 million, bringing the total
transaction amount to $193 million.

In 1998, 96% of the Minnesota Vikings were purchased by Red McCombs for $206

million, plus $40 million in assumed debts. Fort lists the amount as $206 million on his
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webpage, and notes the debts separately. The amount used includes the $40 million, bringing
the total transaction amount to $246 million.

In 1999 a Dan Snyder-led syndicate purchased the Washington Redskins, FedEx
Field, and the Redskins’ practice facility for a total of $800 million, which included debts.
FedEx Field was constructed in 1997 for $250 million, and the value of the practice facility is
assumed to be negligible (<1%, or $8 million) relative to the total size of the transaction.

The total transaction amount therefore subtracts the cost of the stadium (which was relatively
new at the time) and the amount used is $550 million as a confident approximation of the
total team cost.

In 2002, a group of investors lead by Joe Gibbs purchased 5% of the Atlanta Falcons
for $27 million. Because of the peculiarly small size of the stake purchased, and because,
when multiplied to represent the full value of the team, it was only slightly less than the 2001
purchase of the entire team by Arthur Blank, this purchase was removed from the analysis of
growth rates in team values.

In 2008 and 2009, Stephen Ross purchased the Miami Dolphins, their stadium, and
the land surrounding the stadium for a total of $1.1 billion ($550 million in each year).
Because the cost of the stadium and land could not easily be deducted from the total purchase
amount, this transaction is excluded.

In 2008, Dan Rooney, who owned 16% of the Pittsburgh Steelers, his son Art Rooney
I1, and three new partners announced plans to buy out the shares of the Pittsburgh Steelers
owned by Dan’s remaining four younger sons, who each owned 16% of the team. Fort lists
the transaction amount as $250 million, which was the amount borrowed by the Rooneys and

their partners, and was ambiguous about the percentage of the team that this would be used to
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pay for. However, a Pittsburgh Post-Gazette article from November 15, 2008

(http://www.post-gazette.com/pg/08320/928269-66.stm) lists the agreed upon valuation of

the entire team as $800 million, which is the amount used.
Expansion Explanations
For expansion fees, data reported by Fort on his webpage was used as the basis.

However, the NFL itself has also published information on expansion fees on its website

(http://www.profootballhof.com/history/release.aspx?release id=1286). Where there was a

conflict between Fort and the NFL, the NFL’s information was used. Expansion episodes
where no information could be found about the expansion fees paid were excluded. A full
list of NFL team genealogy can be found on their website

(http://www.nflteamhistory.com/nfl genealogy.html).

NFL Team Sale Prices

Year Team Most Recent Name Price (SMM)
1920 Generic Team Generic Team 0.000
1922 Green Bay Packers Green Bay Packers 0.000
1923 Duluth Kellys Duluth Eskimos 0.001
1925 New York Giants New York Giants 0.005
1929 Minneapolis Red Jackets Minneapolis Red Jackets 0.003
1932 Boston Braves Washington Redskins 0.008
1933 Pittsburgh Pirates Pittsburgh Steelers 0.003
1937 Cleveland Rams St. Louis Rams 0.010
1960 Dallas Cowboys Dallas Cowboys 1.000
1960 Minnesota Vikings Minnesota Vikings 1.000
1965 Atlanta Falcons Atlanta Falcons 8.500
1966 New Orleans Saints New Orleans Saints 8.500
1974 Seattle Seahawks Seattle Seahawks 16.000
1974 Tampa Bay Buccaneers Tampa Bay Buccaneers 16.000
1993 Carolina Panthers Carolina Panthers 140.000
1993 Jacksonville Jaguars Jacksonville Jaguars 140.000
1998 Cleveland Browns2 Cleveland Browns2 530.000
1999 Houston Texans Houston Texans 700.000

In 1920, a “Generic Team” was included to represent the $100 franchise fee the
original members of the NFL had to pay to gain entry into the league.

The 1925 New York Giants fee was changed from $250 to $500, per the NFL.
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The 1933 expansion of the Pittsburgh Pirates (later the Pittsburgh Steelers) is listed
on Fort’s webpage as having occurred in 1935. The year was changed to 1933 per the NFL.

The 1960 expansion included both the Dallas Cowboys and the Minnesota Vikings.
Fort lists the franchise fee on his website as $600,000. The NFL reports that the fee was $1
million, which is what is used.

The fee for the 1966 expansion of the New Orleans Saints is listed on Fort’s webpage
as $8 million. The NFL reports this fee as $8.5 million, which is what is used.

The fee for the 1999 expansion Cleveland Browns is listed on Fort’s webpage as
being $476 million. However, it is widely reported in the media (one example:

http://www.nytimes.com/1999/04/03/sports/pro-football-browns-rushing-into-existence.html)

that the fee was $530 million, which is what is used.
Other Idiosyncrasies
AFL vs. NFL

This paper only pertains to teams who were in the NFL at the time of transaction.
Therefore, any teams in the American Football League IV are not considered until after the
1970 NFL-AFL merger, including the $25,000 franchise fee paid for AFL teams. Similarly,
teams that were in the old All-American Football Conference are not considered until after
the 1949 NFL-AAFC merger. Any teams in leagues other than the NFL (such as the World
Football League or USFL) are not considered unless they entered the NFL at some point.
Franchise Identifications

Franchises are identified by their most recent name. What follows is a list of each
franchise name which represents more than one historical team, and which franchises are

included in their histories.
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Arizona Cardinals represents the Arizona Cardinals, the Phoenix Cardinals (no
transactions), the Chicago Cardinals, and the St. Louis Cardinals.

Baltimore Colts1 represents the Baltimore Colts Franchise that existed from 1947 to 1950
(see below).

Baltimore Ravens represents the present day Baltimore Ravens Cleveland Brownsl
franchise that existed in Cleveland from 1946 until 1995.

Canton Bulldogs represents both the Canton Bulldogs and the Cleveland Indians (NFL).
Carolina Panthers represents only the Carolina Panthers.

Cleveland Browns2 represents the expansion franchise that was granted to Cleveland in
1999.

Detroit Lions represents the Detroit Lions and the Portsmouth Spartans.

Duluth Eskimos represents the Duluth Eskimos and the Duluth Kelleys (see below).
Indianapolis Colts represents the Indianapolis Colts, Baltimore Colts2, the franchise
which existed in Baltimore from 1953 until 1984, Dallas Texansl, the original Dallas
Texans franchise in the NFL that played only one season in 1952, and the New York
Yankees (see below).

Pittsburgh Steelers represents both the Pittsburgh Steelers and the Pittsburgh Pirates.
Philadelphia Eagles represents both the Philadelphia Eagles and the Frankford Yellow
Jackets.

St. Louis Gunners represents the Cincinnati Reds expansion team which was purchased
by the Gunners in 1934,

St. Louis Rams represents the St. Louis Rams, the Los Angeles Rams, and the Cleveland

Rams.
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e Washington Redskins represents the Washington Redskins and the Boston Braves.
Washington Redskins vs. Duluth Kelleys/Eskimos

In Pay Dirt, the Duluth Eskimos/Kelleys Franchise is listed as part of the history of
the Washington Redskins franchise. This is because of a complicated history regarding the
Duluth franchise, as described here by John Winter, an authority on the matter

(http://www.superiorwi.us/duluth%20eskimo%20urban%?20legend.pdf):

The Duluth Eskimos had operated as the Duluth Kelleys from 1923 to 1925 and then as Duluth
Eskimos (1926-27) According to the Professional Football Hall of Fame Duluth disbanded in July
1928 and did not play that season. On July 27, 1929 the franchise was sold and transferred to Orange,
NJ and operated as the Orange Tornadoes for the 1929 season. A year later the team moved to Newark
and became the Newark Tornadoes for the 1930 season. The franchise disbanded for a final time after
the 1930 season.

Redskin’s history starts in 1932. George Preston Marshall, Vincent Bendix, Jay O’Brien and M.
Dorland Doyle were awarded by some accounts the “inactive Boston franchise” on July 9th. Officially
it stated they were awarded a franchise to play in the city of Boston.

The “inactive Boston franchise” would have been the [then inactive Boston] Bulldogs. The Boston
Bulldogs had operated in 1929 after moving on July 28, 1929 from Pottsville, where they operated as
the Maroons from 1925 to 1928. This inactive Boston franchise played during the same time as the
former Duluth franchise was in NJ.

The confusion seems to come in the 1970s interview with Ole Haugsrud and the claim that his former
Eskimos after moving to New Jersey were sold in 1932 to the Preston Marshall group.

Pottsville moved to Boston a year later on July 28th, 1929, to become the Boston Bulldogs for the
1929 season. Boston Bulldogs then went dormant for 2 years until the “inactive” Boston franchise is
awarded to George Preston Marshall and his partners to become the Boston Braves. Marshall renames
the Boston Braves to the Boston Redskins in 1933 and moves the team to Washington in 1937.

According to the Washington Redskins their franchise officially started in 1932 and has no connection
with either the former Boston Bulldogs or New Jersey Tornadoes (former Duluth Eskimos). During a
phone conversation with Redskins historical staff members in 2002 they had never even heard of the

Duluth Eskimos connection. They did however attribute the Boston Bulldogs/Washington Redskins
connection as nothing more then another urban legend.

Because of this history, the Redskins and Eskimos/Kelleys are listed as separate franchises in
this paper.
Colts Specification

In Pay Dirt, the Indianapolis Colts are listed as a continuously existing franchise
since the 1947 founding of the Baltimore Colts of the AAFC. The Colts are actually two

separate franchises. The Baltimore Colts (Baltimore Colts1) of the AAFC joined the NFL in
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1950. The majority stake in Colts1 was purchased. However, after going 1-11 and losing
$106,000 in the 1950 season, the team was returned to the NFL and subsequently disbanded
in exchange for $50,000 from the sale of Coltl players to other NFL teams. In 1952, the
minority shareholders of Colts1 sued the NFL over the sale, and the NFL agreed to return a
franchise to Baltimore if 15,000 1953 season tickets were sold, which they were. Baltimore
was awarded a new franchise in 1953 (Baltimore Colts2) in the form of the players and draft
rights of the defunct Dallas Texans1 (separate from the Dallas Texans2 franchise of the AFL,
which now exist as the Kansas City Chiefs). The Dallas Texans1 were named the New York
Yankees until 1952, when a Dallas syndicate bought the franchise for $300,000, moved the
team to Dallas and renamed them the Texans. Because of financial troubles, the franchise
was returned to the NFL before the end of the 1952 season and folded once it finished.
However, because the Baltimore Colts2 acquired the assets of the Texans1, they are
considered here as part of that lineage. Therefore, the present day Indianapolis Colts
represent the historical Baltimore Colts2 (from 1953), the Dallas Texansl, and the New York
Yankees. The Baltimore Coltsl represent the Colts1 franchise that existed in Baltimore from

1947-1950.
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Appendix B: Data
Attendance Data

Attendance figures are taken from Rodney Fort’s webpage. The attendance for any
given year is the average league-wide attendance per team for the entire year. For earlier
years, data is only available for a small number of teams. There are a number of anomalies
in the data on Fort’s webpage, for which the following adjustments were made.

Because the data only goes back to 1922, the three-year average attendances for 1922
and 1923 are not able to be computed. For 1922, the annual attendance is used instead. 1923
uses an average of the attendance from 1922 and 1923.

There is no information about attendance in 1925, 1926, or 1928. For 1925 and 1926,
attendance was assumed to be the average of per-team attendance from 1924 and 1927. For
1928, attendance was assumed to be the average of per-team attendance from 1927 and 1929.

There are two sets of reported attendance figures from 1956. One is from Fort, and
one is sourced from: “Committee on the Judiciary. House of Representatives. Organized
Professional Team Sports. Part 3. 85th Cong. 1st sess. 1957, pp. 2562-2565.” In order to
remain as consistent as possible, Fort’s figures were used and the Judiciary committee report
was disregarded.

Attendance data is also missing for 1998. Because only league-wide regular season
attendance is needed, this information was found on the NFL’s website

(http://www.nfl.com/history/chronology/1991-2000#1998). The 1998 league-wide

attendance was assumed to be 15,364,873, per the NFL.
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Win Percentage Data

Win percentage data was taken directly from Fort’s webpage. No adjustments were
made to existing data, though the yearly win percentages for teams which have changed
cities or franchise name were combined into one team. Also, the data for the Washington
Redskins was split to represent the Duluth Eskimos from 1922 until 1927 and the Redskins
from 1932 onwards.

If a team did not compete in any given year (which occurred a few times in the early
days of the league), it was assigned a win percentage of 0.000 for that year, the same as if it
had lost all of its games.

GDP Data
GDP data (deflator and nominal GDP) was taken from this webpage:

http://www.measuringworth.org/usgdp/, a website founded by Lawrence H. Officer of the

University of Illinois at Chicago and Samuel H. Williamson of the University of Illinois at
Chicago and Miami University that contains detailed historical GDP data.
Population Data

Population was as reported by the U.S. census

(http://www.census.gov/population/www/documentation/twps0027/twps0027.html).

Because the census is only published every ten years, the population was taken from the
closest census year to which the transaction occurred. For example, a transaction occurring
in 1966 would use the census data from 1970, while one occurring in 1964 would use the
census data from 1960. For years ending in 5 the data from the more recent census was used.

For example, for a transaction occurring in 1965, census data from 1970 was used.
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There were three exceptions to this data. The first was the sale of the Green Bay
Packers in 1922. The census only reported the population in the 100 largest cities in the
United States in 1920, of which Green Bay, WI was not one. The 1920 population of Green

Bay was taken from a website (http://recenter.tamu.edu/data/popmd/pm3080.htm) which

sources the U.S. census. The second two concern the transactions which occurred in 2005
(for the Minnesota Vikings) and 2009 (for the Pittsburgh Steelers). Since no census data is

available for 2010 yet, data from 2000 was used.
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