
2019 Sport Marketing Association Conference (SMA XVII) 

Chicago, IL November 6-8, 2019 

  

 

Pay and Performance in Major League Soccer 
 
Hoyoon Jung, University of Northern Colorado  
Yoon Tae Sung, University of Northern Colorado 
 
Thursday, November 7, 2019 25-minute oral presentation 
9:30-9:55 AM, Ohio River 
 

(including questions) 
 
Introduction  
 
Estimating the relationship between payroll and performance has been a focal area of research in sport management 
because it gives advice to sports organization, leagues, and managers (Forrest & Simmons, 2002; Szymanski & 
Kuypers, 1999; Zimbalist, 2002) and payroll expense is the largest expense for sports organizations. As North 
American Soccer League failed partially due to overspending on players (Reily & Witt, 2007), it is important to 
understand how the labor market works in Major League Soccer (MLS) and to scrutinize ways to operate the league 
and teams more efficiently with a systematic perspective (Lee & Harris, 2012). For instance, sports teams tend to 
experience pressure to reward salary premiums if fans prefer to support certain players (Jones, Nadeau, & Walsh, 
1999). Those players, as star players, normally score more goals and bring an economic benefit to sports franchises 
while positively influencing attendance (Deschriver, 2007; Jane, 2016; Parrish, 2013). With this knowledge, the 
purpose of the current study is to empirically estimate the salary determinants in the MLS. 
 
Literature Review  
 
The majority of previous studies that examined the sports labor market focused on the traditional American sports 
leagues, such as the National Football League (Leeds & Kowalewski, 2001;  Mondello & Maxcy, 2009), National 
Basketball Association (Dey, 1997; Lee, Leonard, & Jeon, 2009; Michael, 1988), Major League Baseball (Scully, 
1974), and Hockey Leagues (Boucher, 1984; Eastman, 1981; IDson & Kahane, 2000; Jones & William, 1987; 
Lambrinos & Ashman, 2007). Other scholars have explored salary determination, utilizing European professional 
soccer leagues: English Premier League (Szymanski, 2000), German Football League (Feess, Frick, & Mühlheusser, 
2004; Frick, 2006; Frick, 2016; Lehmann & Schulze, 2008), Italian Football League (Lucifora & Simmons, 2003), and 
Spanish Football League (Garcia-Del-Barrio & Pujol, 2005). However, little research has been conducted to 
understand salary determination in the MLS because of its relatively short history (Lee & Harris, 2012).  
In addition, the reasons that the MLS merits a study of salary determination are as follows: (1) Unlike European 
professional sports leagues where player salaries generally remain confidential and private, MLS salary data are 
readily available. (2) The MLS operates as a single-entity structure, which shows the presence of monopsony 
(Kesenne, 2015), and this structure could potentially suppress labor costs to below the marginal product of labor 
(Barr & Roy, 2008). (3) The provision of designated players whose salaries do not count against the salary cap. 
 
Data and Method  
 
The data set included a total of 690 observations of MLS player salary from 2017 through 2018. A set of 
independent variables included in the present study is as follows: a vector of player performance measures (i.e., field 
goals (FG), penalty goals (PKG), and assists (A)), a vector of player experience variables (i.e., games played (GP), 
games started (GS), and transfer experience within MLS (TRANSFER)), and individual player characteristics (i.e., 
POSITION). Regarding the dependent variables, player salaries, the previous studies analyzed salary determination 
using either base salary (Celik & Ince-Yenilmez, 2017; Prockl & Frick, 2018) or guaranteed compensation (Kuethe & 
Motamed, 2010) that includes base salary and all signing and guaranteed bonus. However, it is never yet tested 
which variable is more appropriate in explaining the relationship between pay and performance. Thus, the current 
study used both base salary and guaranteed compensation in two different models. With these variables, we 
estimated two different models using ordinary least squares (OLS) model. The general salary determination model 
for individual i in year t is as follows: 
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𝑙𝑛SALARYi,t = β0 + β1(GPi,t-1) + β2(GSi,t-1) + β3(Ai,t-1) + β4(FGi,t-1) + β5(PKGi,t-1) + β6(TRANSFERi,t-1) 
+ β7(POSITIONi,t-1) + β8(YEAR) + i,t 
 
Result/Discussion  
 
The result of the Bayesian information criterion (BIC) indicated that the best-fitted model was the base salary model. 
Findings of this study revealed that the number of games played (GP), games started (GS), field goals (FG) (i.e., the 
number of goals except penalty goals), assists (A), and penalty goals (PKG), were statistically significant in explaining 
the player’s salary in the MLS. Thus, player salaries were positively associated with an individual player’s 
performance. Interestingly, PKG was found to be the most important factor in explaining the player’s salary (β= 
0.278). One possible explanation for this increase in salary per PKG is that the player who most often takes the 
penalty kick is a star player or a team captain who already makes a large amount of salary. On the other hand, 
transfer experience within MLS (TRANSFER) and the POSITION were not statistically significant in explaining the 
player’s salary in the MLS. This finding contrasts with that of Celik and Ince-Yenilmez (2017) and Reilly and Witt 
(2007), who uncovered that player’s salary varies by position. This difference may come from position classification 
that the current study used position classification from the MLS salary guide (i.e., goal-keeper, defender, midfielder, 
forward, defender-midfielder, midfielder-defender, midfielder-forward, and forward-midfielder), instead of 
traditional position classification (i.e., goal-keeper, defender, midfielder, and forward).  
 
Conclusion/Suggestion  
 
The purpose of this study was to empirically estimate the salary determinants in MLS. The results showed that player 
salaries are positively associated with individual performance whereas transfer experience within MLS and a player’s 
position were irrelevant. The findings of this study could be beneficial for MLS managers as payroll expense makes 
up a large portion of the total expense. As a further study, it would be interesting to examine the degree to which 
star players receive salary premiums because their performance can determine consumer demand for MLS games. 
Moreover, further research will need to investigate the extent to which the findings of the current study contribute 
to team production and success. Understanding this relationship will be helpful for MLS teams to operate more 
efficiently and thus do not meet with the same fate as the North American Soccer League. 
 

 


