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Preface

had been teaching sport finance for sev-

eral years when the need for this text

became apparent. During my time at Ohio
University, the graduate and undergraduate Sports
Administration and Facility Management programs
evolved, and as students became grounded in
introductory accounting, economics, and finance
courses, it became apparent that there was a need
for a text that truly explored financial management
in the sport industry. At the time, most sport finance
texts focused on revenue generation in sport, with
little focus on financial management. Feedback
from students and their quest for new knowledge
moved us to write Financial Management in the
Sport Industry.

In today’s financial climate, there is a need for
readers to understand finance and the importance
of sound financial management. Over the past two
decades, through periods of financial growth and
turmoil, the sport industry has grown tremendous-
ly—the estimate of its growth and current value
vary depending on the source, but we all agree it
is large and growing. As the industry and the disci-
pline of sport management have grown, the need to
better prepare students to assume managerial roles
in sport organizations has also grown. This need is
underscored by the movement of several renowned
sport management programs into business schools
and the creation of specialized sport management
MBAs. As mentioned above, we believe that change
is also needed in books devoted to sport finance,
which need to focus not only on revenue acquisi-
tion but also address basic financial management
concepts in sport. In this book, we go even further
to discuss how finance works in the sport industry.

Part I, Finance Basics, introduces sport finance
and basic financial concepts and explains the tools

and techniques of financial quantification using
industry examples. Topics covered in this section
include the analysis of financial statements and
ratios, risk, and time value of money. In Chapter 2
we use the financial statements of Under Armour as
a basis for discussing balance sheets, income state-
ments, and statements of cash flow, and we revisit
these financial statements when discussing and cal-
culating financial ratios. Chapter 3 relates risk to
the revenue sharing model used by the National
Football League. In Chapter 4, the time value of
money is explored using examples such as deferred
salary issues related to the Arizona Diamondbacks
and Pittsburgh Penguins.

Part II covers the foundations of financial man-
agement—the decisions within sport organizations
to ensure wealth maximization. Budgeting, debt
and equity financing, and capital budgeting are
addressed, using examples from the sport industry
such as the Milwaukee Brewers receipt of $3.85
million from the local government to operate Miller
Park. This part segues between traditional texts on
the fundamentals of financial management and a
text on these fundamentals as applied to the sport
industry. Here we go beyond just providing exam-
ples in a sport context to discussing how finance
actually works in the sport industry. For example,
we address how a team uses debt and equity financ-
ing and why one method over the other may be
selected. We also explain the importance of capital
budgeting when planning for a new facility.

Part Il of this book applies financial management
concepts to the industry through the examination of
facility financing, valuation, feasibility studies, and
economic impact. Much of this section is written
based on our past consulting experiences with indus-
try partners, including several professional teams,
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various sports leagues, and several municipalities.
Finally, Part IV examines financial management
in three sectors of the industry: parks and recre-
ation, collegiate athletics, and professional sport.
We provide an in-depth analysis of the mechan-
ics of financial management within each of these
sport sectors.

This book is designed so that it can be used in
either an upper level undergraduate or graduate
course in a sport management program. Students
do not need a previous background in finance to
grasp the material. Part I, Finance Basics, provides
the needed introduction to financial concepts.
After reading the chapters in Part I, students will
be prepared for material in the remaining sections.

The text can also be used by students in busi-
ness schools in an upper-level finance course or
students in an MBA/Sport Management program.
Chapters 1 and 5 through 15 can be used for an
in-depth study of sport finance. Part II, Financial
Management, contains material that would be
covered in a Principles of Financial Management
course at either the undergraduate or first-year
MBA level. However, the topics in these chapters
are addressed from the sport industry’s perspective,
addressing what works and what doesn’t work.
Part III, Application of Financial Management in
Sport, and Part IV, Financial Attributes of Select
Sport Industry Segments, should be completely
new material for most readers, providing a detailed
view of financial management in those segments.

Special Features

In an effort to make this text useful and to facilitate
understanding of financial management topics, the
following features have been included:

Case Studies. When teaching sport finance, we
have found that the case-based method is one of
the best means to help students learn the mate-

rial. Each chapter contains a current case on a
relevant topic, and, at the end of the cases, ques-
tions are provided to help students understand
how financial management concepts have been or
should have been applied in the given situation.
These cases invite in-depth analysis and discus-
sion of selected topics.

Sidebars. Throughout the text, sidebars are used
to provide additional context. Often explain-
ing a financial management concept is not quite
enough for readers unfamiliar with finance to
grasp a new concept. To reinforce the understand-
ing and the application of concepts to the sport
industry, sidebars offer additional examples, with
topics ranging from the financial turnaround of an
NCAA Division I athletic program to the financial
practices of selected international sport organiza-
tions to the development of various professional
women’s leagues over the past twenty years.

Concept Checks and Practice Problems. The con-
cept check questions and financial problems
found at the end of the chapters emphasize key
concepts and aid in the review of chapter material.
Further, the practice problem section reinforces
the use of numerous financial management tools
and formulae in the sport industry including the
creation of financial statements, the calculation of
a capital budget for an addition of a fixed asset to a
team’s portfolio, and the application of time value
of money principles when developing endowed
programs at colleges and universities.

Glossary of Key Concepts. Key concepts are defined
when they first appear in the text. They also
appear in a glossary at the end of the text. Since
financial concepts discussed in one chapter often
apply to several chapters and topics in the text,
the glossary will be helpful when readers need to
review a concept presented earlier.
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