=[oj

Requirements for privatization of Iran pro league football clubs
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The purpose of this research was to determine the requirements for privatization of Iran Pro League (IPL)
football clubs.

A questionnaire was developed and distributed among a sample of IPL coaches, executives (senior executives
from the Ministry of Youth Affairs and Sports and the Privatization Organization), and faculty members (public
and private universities). Descriptive statistics and Kruskal-Wallis test were used for data analysis. Besides,
AHP was used in Expert Choice software to weight and rank the items.

Theresults showed that the mostimportant factors were fighting corruption and rent-seeking during and after
biddings (political), improving public perception of privatization of football clubs (sociocultural), increasing
revenues from ticket sales (economic), transparency in laws regarding football club privatization (legal), and
the changing structure and role of the government from exclusive ownership to oversight (structural).
Given the results of this research, the most important requirements for privatization of IPL football clubs
include offering television broadcast rights, advertisement rights, and ticket sale rights to the clubs, and

these and other factors discussed earlier are likely to accelerate privatization of football clubs.
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Introduction

One of the main challenges of governments is finding
optimal ways of handling economic affairs. A major
concern, especially in less developed countries, is the
large size of the government and the extent to which it
interferes in unnecessary activities. In most cases, this
leads to higher costs, establishment of parallel institutions,
and poor management, thus limiting economic activities
by the people, reducing efficiency and productivity
significantly, and disrupting the economic balance
of the country [20]. Privatization is one of the most
effective solutions commonly proposed by politicians
and economics. Privatization of businesses in Iran was
approved and initiated in 1991 based on the principles of
the Iranian Constitution and the First Economic, Social,
and Cultural Development Plan [27].

This process continued during the Second and Third
Development Plans and was intensified during the Fourth
Development Plan. In the sports sector, especially in
football, there was a long-lasting assumption that clubs
must be directly administered or indirectly supported by
the public sector. However, the result was the failure of the
government to run the costly business of sport clubs and
provide quality services under a public economic system.
Thus, the potential for the private sector purchasing and
running clubs increased.

According to existing laws, government institutions
must privatize the management of sport clubs, venues, and
equipment [2]. Moreover, Iran’s poor sports infrastructure
and lack of funds cannot respond to the growing needs
of the society, further highlighting the importance of
participation and investment by the private sector in sports
development. Statistics show that despite the shortcoming
of the government in developing sports infrastructure, the
private sector has a low share in the ownership of indoor
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and outdoor sports facilities, amounting to 19.36% and
9.07% respectively [18]. Despite the propensity of the
private sector to build sports facilities and develop sports
infrastructure, it has been unable to invest in these areas
for a variety of reasons, including high costs, insufficient
support by the government, and lack of incentives and
security for private-sector investment [1].

Data from other countries suggest a significant
increase in private-sector participation in administering
sports clubs and developing sports facilities. From 1995
t0 2003, $4.70 billion was spent on building 24 new major
arenas in the U.S. and Canada, of which only 39% was
contributed from public sources. In a little over a decade,
arena financing moved from being almost exclusively
publicly subsidized to being primarily financed by
franchise owners. The average cost of arenas in this
most recent era was over $222 million. Thus, 39% of the
average cost is $86 million, which in real dollar terms
exceeds the contribution government was making in the
early 1969-1984 eras when it was paying 100% of the
cost [5].

The volume of private sector participation indicates
accurate and strategic planning by governments and their
success in sports industry privatization. However, certain
requirements must be considered and met in moving from
government monopoly to privatization. Various studies
have examined the strengths, weaknesses, opportunities,
and threats in privatization of sports clubs, especially
regarding football. Some studies have identified
government support and legal power to develop sports
clubs [19] and successful attraction of private investors
[21] as the strengths of private sector participation, while
some others have noted lack of government support and
incentives [22] and the high cost of using private sports
complexes [15] as the weaknesses of privatization of
sports industry. High risk of investing in the sports sector
[15], economic instability [25] are shown to be some of the
major threats for private-sector participation and sports
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development. On the other hand, major opportunities
include the potential for private-sector investment [21],
political stability [22], and the increasing popularity of
sports [14].

In one study of privatization in Iran, Korchian (2008)
showed that privatization through competitive bidding is
the best way of privatizing the sports industry and argued
that this process is affected by a variety of institutional and
organizational, socioeconomic, legal, and political factors
[14]. Therefore, privatization in Iran is likely to expand
only if there are no political barriers to its implementation
and if it is in the economic interest of the government and
profitable for investors. Some studies have also identified
various environmental imperatives of privatization of the
sports industry.

There is obviously a need to extensive research on
privatization of sports as it is one of the hottest topics
in Iran’s academia. Most studies carried out so far have
focused on the sports industry as a whole, and to our
knowledge there is no research on requirements for
privatization of Iran Pro League football clubs. Therefore,
the present research aims to describe the current condition
of privatization of football teams, identify the factors that
affect this process, and discuss the possible outcomes of
privatizing the most popular sport in Iran.

The information includes the results of studies
conducted in some other countries as well, since sports
industry in these countries has undergone privatization
and their experience will provide valuable insights and
guidelines for research stakeholders. The results are
expected to solve some of the problems the country faces
in privatizing sports, especially football clubs.

Material and methods

Participants. The population consisted of the
executives of the Ministry of Sports, managers and
coaches of football clubs in Iran Pro League (IPL), and
sports management experts. 56 individuals were selected
from the population using purposive sampling and
completed the questionnaire.

Research Design. A questionnaire was developed in

two parts:
1. Demographic data (i.e. age, education, job,
sporting  experience,  sport  management

experience)

2. Privatization Scale.

To construct the scale, first the relevant theories were
studied and the literature was reviewed to extract key
issues pertaining to requirements for privatization. Then,
interviews were held with experts in the field of sports
management with administrative experience, officials
from Iran’s Privatization Organization, and members of
Commission 44 of the Parliament. The questionnaire was
then developed based on the views of experts about the
requirements for privatization and was completed by the
participants.

Statistical Analysis. Descriptive statistics were used
for data analysis and the mean and standard deviation
of the data were recorded. Moreover, the homogeneity
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and normal distribution of the data were examined using
Levene’s test and Kolmogorov-Smirnov test. The results
showed that despite their homogeneity of variance (p
= 0.072), the data were not normally distributed (p =
0.01). Therefore, non-parametric tests were used for data
analysis.

Binomial test was used to examine questionnaire
items and identify the requirements for privatization of
IPL football clubs. The items were rated on a 5-point
Likert scale, with the rating of 3 being the threshold.
That is, items with ratings equal or greater than 3 were
the requirements for privatization in IPL. The analytical
hierarchy process (AHP) was used to rank the requirements
and Kruskal-Wallis one-way analysis of variance was
used to examine differences between respondent groups.
All the statistical analyses were performed in SPSS 22 at
the 0.05 significance level.

Results

Table 1 provides the demographic data of the
respondents (i.e. age, education, job, sporting experience,
sport management experience).

The results of binomial test of privatization
requirements showed that the observed p-value was
greater than the expected p-value for three of the four
structural factors and that these items were significant
requirements for privatization in IPL:

e Changing structure and role of the government
from exclusive ownership to oversight without any
interference in club affairs

e Supporting private companies that volunteer to
purchase IPL football clubs

e Reforming the structure of volunteer companies

The results showed that “establishing intermediaries
between companies and the Ministry of Sports’ was not
a significant requirement for privatization in IPL, as the
observed p-value was less than the expected p-value
(Table 2).

In terms of legal factors, the results of binomial test
indicated that the observed p-value was greater than the
expected p-value for three of the four factors and these
items were significant requirements for privatization in
IPL:

e Transparency of laws pertaining to privatization of
football clubs

e Economic liberalization, including adoption of
competitive economy and pricing reform

e Adequate legal support for investors.

However, ‘new legislation and reform of existing laws
pertaining to club ownership’ had a p-value less than the
expected value and thus the null hypothesis was accepted
(Table 2).

The results of binomial test showed that the observed
p-value was greater than the expected p-value for three
of the four economic factors and that these items were
significant privatization requirements:

e Increasing club revenues from ticket sales

e Increasing revenues from television broadcast rights

e Increasing stability and security for the private sector
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Table 1. Demographics data

Groups Position Academic Frequenc Percentage Cumulative
P Degree 9 ¥ & Percentage
PhD 1 1.78 1.78
Parliament MSc 2 3.57 5.35
Research Center
Executives BSc 3 5.35 10.70
S PhD 1 1.78 12.48
Prlvatl.zatl.on MSc 4 714 19.62
Organization
BSc 3 5.35 24.97
) PhD 2 3.57 28.54
Committee 44
Member MSc 3 5.35 33.89
BSc 1 1.78 35.67
PhD 1 1.78 37.45
Football Club MSc 5 8.92 46.37
Managers
BSc 6 10.71 57.08
PhD 1 1.78 58.86
Coaches IPL Football Coaches MSc 5 8.92 67.78
BSc 4 7.14 74.92
Faculty Sports Management 14
PhD 25.00 100
Members Professors N=56

in the business environment.

However, the results showed that ‘empowering
the private sector’ was not a significant privatization
requirement and the null hypothesis was accepted (Table
2).

As for sociocultural factors, the results of binomial
test indicated that the observed p-value was greater than
the expected p-value for two of the four factors and that
these items were significant privatization requirements:

Improving public perception of privatization of
football clubs

Promoting the culture of supporting football clubs by
purchasing tickets and club promotional items.
However, for two sociocultural factors, i.e. ‘promoting
the purchase of football club shares’ and ‘promoting
the culture of profitability and competition in IPL’, the
observed p-value was less than the expected p-value
and thus these factors were not significant privatization
requirements (Table 2).

The results of binomial test showed that for two of the
five political factors the observed p-value was higher than
the expected p-value and that these items were significant
privatization requirements:

Fighting corruption and rent-seeking during and after
IPL biddings

Serious attempts by the governmentand the parliament
to develop and optimize sports infrastructure.
However, for the rest of the political factors, i.e.
‘separating  decision-making and  decision-taking
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institutions’, ‘protecting the property rights of companies
or individuals that win the bids’, and “creating a platform
and a system that encourages the establishment of new
football clubs’, the observed p-value was less than the
expected p-value and the null hypothesis was accepted
(Table 2).

The results of Freidman test showed that some items
are more important than the others (Table 3).

The results of Kruskal-Wallis one-way ANOVA
showed that the mean ranks of privatization requirements
are not equal and that some requirements are more
important than the others. Therefore, Friedman test was
used to rank these factors.

Based on the results of Friedman, the most important
privatization requirements were the following: increasing
club revenues from ticket sales, increasing revenues
from television broadcast rights, and promoting the
culture of supporting football clubs by purchasing tickets
and promotional items. ‘Fighting corruption and rent-
seeking during and after IPL biddings’, ‘transparency of
laws pertaining to privatization of football clubs’, and
‘serious attempts by the government and the parliament
to develop and optimize sports infrastructure’ were other
major privatization requirements. However, factors such
as ‘creating a platform and a system that encourages
the establishment of new football clubs’, *protecting the
property rights of companies or individuals that win the
bids’, and ‘separating decision-making and decision-
taking institutions’ were the least important factors.
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Table 2. The results of binomial test

Requirements Items Observed  Expected Sig.  Result
P-value P-value
Changing structure and role of the government
from exclusive ownership to oversight without any 0.53 0.50 0.01 Significant
interference in club affairs
Supporting private companies that volunteer to -
Structural 0.75 0.50 0.01 Significant
purchase IPL football clubs
Reforming the structure of volunteer companies 0.83 0.50 0.02 Significant
Establishing intermediaries between companies and Not
. A4 . 61
the Ministry of Sports 0.46 0.50 0.6 Significant
Transparency of laws pertaining to privatization of 0.65 0.50 0.01 Significant
football clubs
New I.eglslatlon and reform.of existing laws 037 0.50 0.07 N.ot. .
Legal pertaining to club ownership Significant
EconomE liberalization, mcIu.d!ng adoption of 0.83 0.50 0.01 Significant
competitive economy and pricing reform
Adequate legal support for investors 0.62 0.50 0.03 Significant
. . Not
Empowering the private sector 0.24 0.50 0.32 Significant
Economic Increasing club revenues from ticket sales 0.67 0.50 0.01 Significant
Increasing revenues from television broadcast rights  0.61 0.50 0.01 Significant
Increa§|ng stablllfcy and seFurlty for the private 0.65 0.50 0.01 Significant
sector in the business environment
Improving public perception of privatization of 073 0.50 0.02 Significant
football clubs
Promoting the purchase of football club shares 0.43 0.50 0.08 SNiz;ificant
Sociocultural
oclocuttura Promoting the culture of profitability and Not
e 0.33 0.50 013 _ ..
competition in IPL Significant
Promoting 'the §ulture of supportl.ng fogtball clubs 0.67 0.50 0.01 Significant
by purchasing tickets and promotional items
.Sepfa\rat'lng decision-making and decision-taking 038 0.50 0.54 N'ot N
institutions Significant
Protecting the property rights of companies or Not
individuals that win the bids 0.43 0.50 0.32 Significant
Fighting corruption and rent-seeking during and .
Political after IPL biddings 0.65 0.50 0.01 Significant
Serious attempts by the government and the
parliament to develop and optimize sports 0.64 0.50 0.01 Significant
infrastructure
Creating a platform and a system that encourages Not
the establishment of new football clubs 0.42 0.50 0.07 Significant
Table 3. Kruskal-Wallis one-way analysis of variance
Null Hypothesis Sig. df Observed Chi-squared Result
Privatization requirements have equal mean ranks  0.01 20 71.34 Rejected

Discussion

The purpose of this research was to identify and rank
the requirements for privatization of football clubs in
Iran Pro League (IPL). A questionnaire was developed
with a variety of political, sociocultural, economic,
legal, and structural items and was distributed among a
sample of coaches, executives (senior executives from the
Ministry of Youth Affairs and Sports and the Privatization
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Organization), and faculty members (public and private
universities).

The results showed that among political requirements
for privatization, ‘fighting corruption and rent-seeking
during and after IPL biddings’ and “serious attempts by the
government and the parliament to develop and optimize
sports infrastructure’ were the most important factors,
while ‘creating a platform and a system that encourages
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Table 4. The results of Freidman test for ranking privatization requirements by their importance

Item Mean Mean Rank
Rank
Changing structure and role of the government from exclusive ownership to oversight
without any interference in club affairs 3.93 3.59 8
Supporting private companies that volunteer to purchase IPL football clubs 4.08 7.88 7
Reforming the structure of volunteer companies 3.25 6.06 13
Establishing intermediaries between companies and the Ministry of Sports 2.93 5.36 14
Transparency of laws pertaining to privatization of football clubs 4.38 8.66 5
New legislation and reform of existing laws pertaining to club ownership 2.83 5.12 15
Economic liberalization, including adoption of competitive economy and pricing reform 3.51 6.13 12
Adequate legal support for investors 3.75 7.24 11
Empowering the private sector 2.73 4.88 16
Increasing club revenues from ticket sales 4.72 9.67 1
Increasing revenues from television broadcast rights 4.69 9.61 2
Increasing stability and security for the private sector in the business environment 3.83 7.31 10
Improving public perception of privatization of football clubs 3.86 7.43 9
Promoting the purchase of football club shares 2.56 453 17
Promoting the culture of profitability and competition in IPL 2.39 4.47 18
Promoting the culture of supporting football clubs by purchasing tickets and promotional 446 9.52 3
items
Separating decision-making and decision-taking institutions 2.17 4.22 19
Protecting the property rights of companies or individuals that win the bids 1.89 4.11 20
Fighting corruption and rent-seeking during and after IPL biddings 4.41 8.69 4
Serious attempts by the government and the parliament to develop and optimize sports 414 823 6
infrastructure
Creating a platform and a system that encourages the establishment of new football 174 406 21

clubs

the establishment of new football clubs’, ‘protecting the
property rights of companies or individuals that win the
bids’, and ‘separating decision-making and decision-
taking institutions’ were less important.

Among sociocultural factors, ‘improving public
perception of privatization of football clubs’ and
‘promoting the culture of supporting football clubs by
purchasing tickets and promotional items’ were more
important than ‘promoting the purchase of football club
shares’ and ‘promoting the culture of profitability and
competition in IPL’. Among economic factors, ‘increasing
club revenues from ticket sales’, ‘increasing revenues
from television broadcast rights’, “increasing stability and
security for the private sector in the business environment’
were more important than ‘empowering the private sector’.
Among legal factors, ‘transparency of laws pertaining to
privatization of football clubs’, ‘economic liberalization,
including adoption of competitive economy and pricing
reform’, and ‘adequate legal support for investors’ were
more important than ‘new legislation and reform of
existing laws pertaining to club ownership’.

Finally, among structural factors, ‘changing structure
and role of the government from exclusive ownership
to oversight without any interference in club affairs’,
‘supporting private companies that volunteer to purchase
IPL football clubs’, ‘reforming the structure of volunteer
companies’ were more important than ‘establishing
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intermediaries between companies and the Ministry of
Sports’.

In ranking the privatization requirements by
importance, ‘increasing club revenues from ticket sales’,
‘increasing revenues from television broadcast rights’,
and ‘promoting the culture of supporting football clubs
by purchasing tickets and promotional items’ were at the
most important factors overall. This finding is consistent
with the results of Rezayi et al. (2015) and Gharekhani et
al. (2011). Rezayi et al. (2015) identified the interaction
between people and television and purchase of promotional
sports items as key factors in commercialization and
ultimately privatization of football clubs [23, 10, 22].
Gharekhani et al. (2011) examined the most important
economic barriers to privatization of football clubs in
Iran and found that low ticket sale revenue and lack of
payments for television broadcast rights and virtual
advertising were major barriers to privatization [10].

Moreover, the results showed that ‘fighting corruption
and rent-seeking during and after IPL biddings’,
‘transparency of laws pertaining to privatization of football
clubs’, and “serious attempts by the government and the
parliament to develop and optimize sports infrastructure’
were major privatization requirements. This is also
consistent with past research findings. For instance,
Sameti (2010) conducted a case study for reducing the
economic activities of Iranian government and found
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that the sociocultural and political characteristics of any
economy affect the speed of transition from public to
private sector, and that the process of privatization has
been very quick in societies with a history of democracy
and with a proper legal foundation [24]. That is because
in developed economies with effective legal systems, the
responsibilities of agents are well-defined and all the legal
aspects of transition are clear [24].

Korchian (2008) argued that there is the legal basis
for privatization in Iran, but laws are excessively complex
and are not properly implemented, which affect the
transfer of capital from public to private sector [14].
Repeated reform in tax laws were also considered a major
factor causing uncertainty in private-sector investment.
Marduki (2006) showed that corruption and rent-seeking
discourage investment in the private sector and contribute
to uncertainty in the business environment [17]. Unless
there is a serious drive for fighting corruption and rent-
seeking in the government, the private sector will not
be able to compete with the public sector and will head
toward negative returns, thus deterring private companies
from participating in the transfer from the public sector to
the private sector.

Supporting private companies that volunteer to
purchase IPL foothall clubs’, ‘changing structure and
role of the government from exclusive ownership to
oversight without any interference in club affairs’,
and ‘improving public perception of privatization of
football clubs’ were next in the ranking and important
privatization requirements. This is also consistent
with the results of past research. One of the primary
principles for transferring the administration of certain
public organizations to the private sector is to hand them
over to powerful organizations to prevent the failure of
privatization in early stages.

Iran’s Privatization Organization must support and
incentivize private companies to purchase and run
public companies and some government organizations
(Bagherzadeh, 2002). Principle 44 of the Constitution
requires a change in the role of the government from
leadership to supervision over national economy and
investment in the private sector (Abbasi, 2006). These
requirements were highlighted in the present research in

the context of privatizing football clubs. It has previously
been documented that one of the main reasons for the
departure of investors from Iran is opposition to capitalism
by the government and a portion of the population.

As a result, incentives for private investment were
suppressed by the fear of and frustration with social
rejection. Public perception of privatization has been a
significant disincentive for the private sector. Therefore,
public attitude toward privatization must be improved and
the culture of transferring power from the government to
the private sector must be promoted in order to facilitate
the process of privatization [2]. In this research, improving
public perception of privatization of football clubs was
identified as one of the key privatization requirements.

Overall, the results of the present research were
consistentwith pastresearch on privatization requirements.
In this research, increasing club revenues from ticket sales,
increasing revenues from television broadcast rights, and
promoting the culture of supporting football clubs by
purchasing tickets and promotional items were found to
be the most important requirements for privatization of
football clubs in IPL. This was in line with the results
of similar studies conducted in Iran. However, unlike
previous studies, these factors were approved by sports
management experts, Parliament members, Privatization
Organization officials, and IPL managers and coaches,
which add to the credibility of the findings. The results of
this study can provide a crucial guideline for privatization
of IPL clubs.

Conclusion

Based on the present findings, it can be argued that
privatization of football clubs can be facilitated by giving
television broadcast rights, advertisement revenues, and
ticket sale revenues to the clubs, all of which are currently
controlled by the government. These and other factors
discussed in this research can accelerate the transfer of
sports clubs from the public sector to the private sector.
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