State of Play I Game of the People I Brazilian Domestic Football

June 2019

State of Play

Brazilian Domestic Football
A Game of the People report

1

State of Play I Game of the People I Brazilian Domestic Football

June 2019

The great untapped market?
Brazilian football clubs are among the most famous in the world. They have
nurtured some of the greatest talents of the beautiful game, but can they
take their “brands” global?
BRAZIL is the biggest exporter of footballing talent – the Brazilian can be found
plying his trade in all corners of the world and in every continent. The national
team, despite its ups and downs, is always considered among the favourites
when a World Cup comes around. The media is still hung-up on the spirit
of beach-playing ball artists and the culture of joga bonito.
Sadly, the circus element of Brazilian football perished long ago, way before
Germany won 7-1 in the World Cup semi-final and delivered a crushing blow
to the psyche of the nation that was comparable to the disaster of “Maracanazo”
of 1950.
Football is so important to Brazil because, to a large degree, it used the game
to define its national identity. David Goldblatt, academic and author of
Futebol Nation: The Story of Brazil through Soccer, captured the universal
perception of Brazil when he described it as “an exotic tropical nation,
based around football.”
Although the days of Pelé (left) and the golden team of 1970 are long gone, Brazil can still conjure-up a very decent
national team, but Brazilian club football struggles to compete on the global stage, on and off the pitch. There was a
time when teams from Brazil could beat Europe’s best in the FIFA Club World Cup in its various guises, but no longer
can they go head-to-head with UEFA Champions League winners.
South America, generally, is way behind Europe, even though there is a level of natural talent that cannot be
replicated in the old world. The greatest players have, invariably, come from poverty-stricken backgrounds with football
seen as an escape route. While the US and Europe can create well-run, disciplined and financially stable football clubs
and extremely fit players, the “animal spirit” found in players who have developed through street football and excessive
practice as a deviation from a life of struggle, belongs elsewhere.
Football is a global sport and Europe’s major clubs have broken out of their traditional catchment areas to secure fans in
Asia, the Americas and Africa. This has the potential to threaten clubs in countries like Argentina and Brazil. The fans
that grew up watching Pelé, Zico and Socrates find it hard to believe that their children and grandchildren are now fans
of Manchester United, Barcelona and Real Madrid – this, in one of the cradles of the beautiful game (a term invented
by the great Pelé himself).

International rescue
The Copa Libertadores debacle at the turn of 2018 demonstrated that South American football, at its most passionate,
can be feral and intimidating and can get out of control. This was the continent’s top club competition being held to
ransom, forcing the game to be switched to Madrid. While the venue, if the final had to be taken out of Argentina,
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was the acceptable long-distance choice of the Spanish capital, the fact it had to be played in exile at all was a dreadful
public relations exercise for CONMEBOL, Argentina and the city of Buenos Aires.
At the same time, the events in Buenos Aires also raised international public awareness of the Libertadores. There was
not only a chance to let people know who River and Boca were – both clubs built on intensity, history and social
importance - but also a massive marketing and business opportunity for the future. The Libertadores could be every
bit as enticing as the Champions League, not just to the South American business fraternity, but also to the US, Asia
and Europe. This could greatly benefit clubs in Argentina and Brazil, not to mention the other South American
countries.
South America’s top clubs (Source: Football Database - June 2, 2019)
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Team
Palmeiras
River Plate
Boca Juniors
Racing Club
Olimpia
Flamengo
Defensa y Justicia
Internacional
Grêmio
Atlético PR

Country
Brazil
Argentina
Argentina
Argentina
Paraguay
Brazil
Argentina
Brazil
Brazil
Brazil

Pts
1,826
1,745
1,734
1,716
1,701
1,686
1,676
1,674
1,634
1,632

It is almost natural that, eventually, South America’s major clubs – the likes of Corinthians, Flamengo, Fluminense, Boca
Juniors, Peñarol, Nacional among others – might become household names outside of their own location. With global
interest in the game growing, there is a significant opportunity for these clubs to reach-out to audiences that are hungry
for football relationships. If Chinese and Indian fans can form allegiances with clubs in Italy, Spain and Portugal, surely
Brazil has a certain appeal for new groups of fans? China, for example, is well aware of the attributes of Brazilian players,
many of whom have been courted by Chinese Super League clubs.
The imbalance between Europe and South America prevents any credible attempt to form a World Cup for clubs that goes
beyond the awkwardly-constructed and token-gesturing of the FIFA Club World Cup. South America may have clubs with
famous names, but they would not fare well when facing Barcelona, Bayern Munich et al.

It makes the world go round
Money, of course, is at the root of the problem, as well as regular bouts of scandal that damage the reputation of the
game in Brazil. There’s one case in the news at the moment concerning Belo Horizonte’s Cruzeiro. Given the often
precarious nature of South American economics, the game can also be directly impacted by financial downturns or
strategic decisions from influential sponsors. Caixa, Brazil’s third largest bank, was over-exposed to Brazilian football,
or rather, Brazilian football was over-reliant on Caixa for sponsorship. In 2018, Caixa was the shirt sponsor for no less
than 25 clubs in the top two divisions in Brazil, investing some R$ 128 million (€ 30 million). With such a stake in
domestic football, there was certainly an element of concentration risk – something English clubs need to aware of
given 50% of the Premier League is sponsored by betting companies.
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Caixa is government-owned, and when there was a change of president, the
new man, the right-wing Jair Bolsonaro, said he would review Caixa’s
advertising contracts. Caixa was not just about football sponsorship,
however, it was also a big backer of athletics, gymnastics and Brazilian
Paralympics.
Caixa’s retraction sparked a 20% decline in sponsorship across Brazilian
football. This left a hole in club revenues – Flamengo, for example, received
some R$ 25 million (€ 6 m) from Caixa, the largest of the bank’s
investments.
Série A is still heavily dependent on financial services, which dominates the shirt sponsorship market. Brazilian clubs
are less able to access sponsorship money than their European counterparts. While global sports sponsorship has
increased markedly over the years, resulting in the creation of a US$ 66 billion industry, Brazil has failed to keep pace.
To underline the difference, the entire Brazilian football market’s sponsorship is the equivalent of one major European
club. In 2018, Brazilian football sponsorship amounted to R$ 523 million, compared to R$ 638 million in 2017.
The country’s major clubs all saw quite worrying drops, notably Palmeiras (-27%), Corinthians (-45%) and
São Paulo (-59%).
At the same time, the debt levels of Brazilian clubs have grown by 86% over the past eight years. In 2018, the
aggregate debt totalled R$ 6.9 billion (€ 1.5 billion), an increase of 5% over 2017. This was partly due to the amount of
leverage taken on board by clubs. Interestingly, around half of all club debt is owed to the Brazilian government largely
in the form of outstanding taxes and fees. If it were not for debt forgiveness programmes, Brazil’s clubs would be in
deep trouble.
From a revenue perspective, Palmeiras of São Paulo topped the list in 2018, with income totalling R$ 654 million
(€ 149 million), a 30% rise boosted by R$ 170 million received in transfer revenues. The club also benefitted from
R$ 164 million in matchday income, the highest in Brazil. Only four other clubs accrued over R$ 400 million
(€ 90 million), Grêmio, São Paulo, Corinthians and Flamengo. As a benchmark, Benfica, the 30th-placed club in
Deloitte’s Football Money league 2019, generated € 150 million.
On a consolidated basis, Brazilian football is punching way below its weight. For example, revenue generation related
to the country’s GDP (figures from 2016 compiled by LEK) shows Série A at 0.06% whereas the Premier League’s
percentage is 0.19% and La Liga 0.21%.
Broadcasting revenues, which have changed the landscape in Europe quite dramatically, notably the English Premier
League, are relatively modest, with the deal for 2016-2019 yielding R$ 1.2 billion per season (around € 300 million).
However, income from TV represents around 50% of total revenues among Brazilian clubs.
The landscape is changing, with new entrants in the market. Facebook and YouTube have both secured rights for
league games. The negotiations for broadcasting rights from 2019 has been a torturous affair and are still in progress
and entering a third tender stage.

4

State of Play I Game of the People I Brazilian Domestic Football

June 2019

Comparison of the Big 12
Série A
wins

Libert.Cup
wins

State
wins

Average
Att.

Atlético Mineiro

1

1 (2013)

44

18,719

Total
fans in
Brazil
7m

Revenues
R$ m

Home City (State)

205.1

Belo Horizonte
(Minas Gerais)
Rio de Janeiro
(Rio de Janeiro)
São Paulo (São
Paulo)
Belo Horizonte
(Minas Gerais)
Rio de Janeiro
(Rio de Janeiro)
Rio de Janeiro
(Rio de Janeiro)
Porto Alegre (Rio
Grande do Sul)

Botafogo

2

0

21

12,680

3.4m

111.9

Corinthians

7

1 (2012)

29

31,052

27.3m

377.7

Cruzeiro

4

37

19,156

6.2m

324.2

Flamengo

5

2 (1976,
1997)
1 (1981)

34

50,965

32.5m

351.0

Fluminense

4

0

31

15,276

3.6m

167.6

Grêmio

2

36

22,363

6m

259.9

Internacional

3

45

28,811

5.6m

222.6

Palmeiras

10

3 (1983,
1995,
2017)
2 (2006,
2010)
1 (1999)

22

32,836

10.6m

535.6

São Paulo

6

21

34,268

13.6m

310.2

Santos

8

22

11,298

4.8m

196.8

São Paulo (São
Paulo)

Vasco da Gama

4

3 (1992,
1993,
2005)
3 (1962,
1963,
2011)
1 (1998)

24

15,424

7.2m

136.2

Rio de Janeiro
(Rio de Janeiro)

Porto Alegre (Rio
Grande do Sul)
São Paulo (São
Paulo)
São Paulo (São
Paulo)

A question of imbalance
Put simply, the top clubs in Brazil have to improve their financial performance. LEK estimated that 70% do not
generate enough operating income to even service the interest on their debts.
In order for Brazilian clubs to change their status, they have to look beyond their own shores and adapt their business
models. Brazil, as a nation, is economically volatile. It is the world’s ninth largest economy and during the financial
crisis of 2008-09, it was one of the countries that the rest of the world looked to – it was one of the so-called BRICs
(Brazil, Russia, India, China). GDP growth was 7.5% in 2010, for example, but by 2015, the country had tipped into what
became a brutal recession. Most recently, it was announced that the Brazilian economy shrank for the first time since
2016. Brazil may have some very large corporates, such as Vale – the biggest producer of Iron Ore and Nickel in the
world – and Petrobras, but 55 million people live in poverty, the equivalent of 26.5% of the population.
Distribution of wealth is alarming in Brazil. The richest six people have the same wealth as the poorest 50% of the
country, some 100 million. Furthermore, the richest 5% have the same wealth as 95% of the population. Goldblatt
said it is an “unequal society that is off the scale…many people are not just poor, they are very poor.”
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Historically, working class neighbourhoods such as the Brazilian favelas have created excellent footballers –
Tottenham’s Champions League hero, Lucas Moura recently explained that he chose football to avoid a life of poverty
and crime. Brazil, according to the World Peace Index, is ranked among the 60 worst countries in terms of
internal/external conflict. Furthermore, the World Economic Forum, in 2018, named Brazil as the 13th most dangerous
country and the second largest consumer of cocaine in the world.
Brazil also has the highest rate of violence and deaths at football matches. In the past year there have been almost 150
violent fights at games and no less than 19 deaths.
Clubs operating against a backdrop of poverty will always be limited in how they can evolve and grow commercially.
For many people, South America is still remote and disconnected and for decades, Europe and the US have attempted
to unlock the potential of the major countries. In the 1970s, the global financial community dipped its toes into
financing projects in Latin America, forming consortiums to spread the lending risk and ensure individual banks were not
over vulnerable. A curious transaction emerged from this period when Romario became part of a debt-swap deal
involving PSV Eindhoven’s owner, Philips, and impaired Brazilian debt. Philips used the heavily discounted debt to pay for
the transfer of legendary striker Romario from Vasco da Gama to PSV.
The dilemma Brazilian clubs have today is that they lose all their star players to Europe at a very young age, which can
have the effect of diluting the appeal of the clubs themselves to fans around the world. The defection age is getting
younger all the time, witness Real Madrid’s acquisition of teenage striker Vinícius Júnior for € 46 million from Flamengo.
Footballers, like most commodities, are part of an export-led economy (total exports US$ 218 billion in 2017), but while
this has enabled the developers of talent to earn much-needed income, it has also undermined the quality and stability
of domestic football in Brazil.
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According to CIES Football Observatory, there are more than 1,300 Brazilians playing around the world as expatriates.
The most commonly-used route is Brazil to Portugal, which has involved 261 of currently employed players.
Porto, Benfica and Sporting, Portugal’s leading clubs, have 15 Brazilians in their squad at present. Some of this traffic
has been restricted due to the outlawing of third party ownership transactions, which were banned by FIFA in April 2015.
2019 Série A, Last five years’ placings

Athletico-PR
Atlético Mineiro
Avaí
Bahia
Botofogo
Ceará
Chapecoense
Corinthians
Cruzeiro
CSA
Flamengo
Fluminense
Fortaleza
Goiás
Grêmio
Internacional
Palmeiras
Santos
São Paulo
Vasco da Gama

2018
7
6
11
9
15
14
13
8
2
12
4
3
1
10
5
16

2017
11
9
18
12
10
8
1
5
6
14
4
2
3
13
7

2016
6
4
5
11
7
12
3
13
9
17
1
2
10
-

2015
10
2
17
14
1
8
12
13
19
3
5
9
7
4
18

2014
8
5
18
19
15
4
1
10
6
12
7
3
16
9
2
-

The only way is up
Although social media is no guarantee of success or 100% accurate as a form of measurement, the current limited global
appeal of Brazilian clubs can be gauged by their audiences across the main channels (Facebook, Twitter, Instagram and
Youtube). Compared to the leading European clubs like Real Madrid and Barcelona, Brazilian clubs’ presence on
social media is relatively muted. The club with the best following across the main platforms is Flamengo, with around 22
million followers. Given that Flamengo have 32 million fans in Brazil alone and the country has a mobile phone saturation
rate of 138%, which is above the global average of 115%, 22 million seems a relatively modest audience. Both Real and
Barca have over 200 million followers across Facebook, Twitter and Instagram.

More than any other nationality, the Brazilian footballer can be found
plying his trade in all corners of the world and on all continents
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There’s some mythology surrounding the Brazilian domestic game that has been built around the assumption that
clubs play in front of huge crowds. Nothing could be further from the truth, although there is an encouraging upward
trajectory developing at the moment in the so-called “country of football”. The average crowd in the 2019 season is
21,000-plus, the highest for some years and a big improvement on the lows of the early 21st century when less than
10,000 watched Série A games. There was also a dip after the 2014 World Cup, precisely the opposite to what was
expected, but that morale-destroying defeat against Germany may have contributed to the malaise. Stadium
utilisation rates in top level Brazilian football are around 40%, less than half the Premier League and Bundesliga.
Cynics suggest that in Brazil, principal sponsors are
more interested in TV exposure of advertising than
seeing a stadium full of people. Therefore, TV audiences
are more important to them and so, historically, there
has been little effort to entice people to the football
grounds.
In 2018-19, the average crowds are comparable to the
time when Brazilian football was at its peak – in other
words, 1970 when the national team won its third
World Cup in Mexico. Since 2003, attendances in Brazil’s
top tier have risen by 27%, a figure bettered only by
Poland, USA and Germany in this timeframe.
Flamengo, the most popular team in Brazil, are currently drawing the biggest crowds, with the average of over 49,000.
São Paulo average 36,000 and Corinthians 35,000.
It should be noted that the population of Brazil in 1970 was 95 million, while it is now around 208 million. São Paulo,
the home of Corinthians and Palmeiras as well as São Paulo, has seen its population grow from eight million in 1970
to 20 million in 2015. Rio de Janeiro, where Botafogo, Fluminense, Flamengo and Vasco da Gama reside, now has
12 million people, a five million increase on 1970.
A survey by IBOPE intelligence just a couple of years after the 2014 World Cup, revealed that 90% of Brazilians
do not attend games. Have crowds been limited by poverty or the low earning potential of many Brazilians?
Admission prices are as low as R$ 20 (US$ 6), but the average monthly wage São Paulo, for example, is
R$ 2,500 (US$ 675).
One possible explanation to a relatively low turnout of the population is that there is simply too much football on
offer. The state championships begin in late December and go on to mid-April. A week later, the national championship
gets underway. As an example, Flamengo played 15 games in the Carioca (the Rio state championship) before kicking
off in Série A, which will be another 38 games. Between the end of the state and start of the national championship,
there is a break of six days, and from the end of the national and start of the state, maybe a couple of weeks.
It is almost all-year-round football.
From the perspective of the players and their livelihood, Brazil ranks among the top 10 football markets. The average
annual salary of a Brazilian Série A player is, according to Sporting Intelligence, US$ 671,000 – less than China and Turkey,
half as France’s Ligue 1 and about one fifth of the average English Premier League wage. Brazilian clubs cannot afford to
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pay enough to remain competitive and retain talent, meaning players gravitate towards Europe’s big payers as Brazilian
clubs look to exploit the nurture and sell model. In order for the top 20 clubs to avoid this scenario, LEK Consulting
suggested they would need between US$ 600 million and US$ 1.2 billion in injected cash.

Doing the continental
The Copa América kicks-off in Brazil on June 14 with Brazil among the
favourites. Brazil’s squad includes just three players who play
domestically, two of whom are in their 30s and one, Everton Soares of
Grêmio, is 23 and set to become the next Brazilian to move to Europe,
probably to AC Milan.
At club level, the Libertadores Cup has reached the last 16 stage and
Brazil has six clubs still involved – Cruzeiro, Athletico Paranaense,
Palmeiras, Grêmio, Flamengo and Internacional – with just one,
Atlético Mineiro, falling at the group phase. Brazil and Argentina
dominate the Libertadores with Brazilian clubs winning the competition in 2017 (Grêmio), 2013 (Atlético Mineiro), 2012
(Corinthians), 2011 (Santos) and 2010 (Internacional) in recent years.
But one indicator of how Brazil has fallen behind Europe is the performance of Brazilian clubs in the FIFA Club World Cup,
which is taken far more seriously by South Americans than Europeans. The last Brazilian club to win the competition was
Corinthians in 2012. Since then, Santos and Grêmio have been beaten in the final, but other Brazilians, Internacional and
Atlético Mineiro, have been knocked out by unfancied African teams, TP Mazembe and Raja Casablanca. Given the
competition is really geared towards providing a showdown between the UEFA Champions League winners and Copa
Libertadores, this demonstrates that South Americans may not be as strong as they were in the past, mainly due to the
exodus of talent and the extraordinary financial growth of Europe’s top clubs.

Young South Americans
How then, can Brazilian football get closer to the European elite, thereby capturing new audiences and leveraging the
corporate appetite for top level football? While there is a correlation of a sort between economics and football success,
there have been many examples of how football has defied the trend – Spain enjoyed its best spell as a national team
between 2008 and 2012, at a time when its economy was on its knees.
Similarly, Liverpool, in their heyday, were successful against a background of rising unemployment, industrial decline
and political turmoil in their own city. Brazil has a unique component of its football make-up, the ability to produce
talent as if it were coming off a conveyor belt. There’s no doubt that it is a nursery for top European clubs – the last
team to win the Champions League without a Brazilian in their line-up was Liverpool in 2005 and since 1992-93,
only seven teams have been champions without a native of Brazil in their squad.
Furthermore, across the five main European leagues, only twice (Leicester in 2016 and Juventus 2015) have the
champions not used at least one Brazilian. The average per championship-winning team is just over three.
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If Brazilian clubs can hang on to their young talent a little longer, teams could become more competitive, not just on
the field of play, but as business entities. But there’s the rub, for the clubs need to constantly sell their young talent in
order to make any attempt at balancing the books.
The main hurdle for competitive growth is the very structure of most clubs, which are basically run on an association
model owned by the members, many of whom have limited interest in the football side of the club. By separating the
football aspect of the association from the social side, efforts can be made to attract more capital to the club. Such a
structure, a mixed capital corporation, would involve private investors as well as the association. In short, Brazilian
clubs would become more like businesses rather than social clubs. This is not a new concept, many German clubs have
had a similar model. The LEK consultancy believes a change of approach for Brazilian clubs would be a move towards
creating a “virtuous transformation”.
Ultimately, strong and imaginative marketing is needed to extend the “brands” of Brazilian clubs, allowing them to tap
into the growing middle classes of Asia as well as Hispanic expatriates the world over. SportsValue, a Brazilian agency,
considers marketing of the game, in a country that is the largest producer of media and entertainment among
emerging countries, is drastically under-exploited. They insist this is not because of a lack of resources or capital, but
because football clubs have “old fashioned and worn-out” marketing strategies.
FIFA is eager to share the love and Brazil already has the audience, the heritage, the clubs and the natural talent to
achieve more at club level. In the 21st century, the planet is so highly interconnected that football fans can see what
they want, support who they wish and connect from the most remote places. Brazilian football should be more
accessible, but it’s not that easy to break the spell cast by European clubs and their leagues. The spread of football
should not be one-way, though, with emerging markets being seen merely as fertile ground for Europe’s giants
to act as football missionaries, carrying the word of St. Bernabéu and selling merchandise – after all, which country
has been the leading standard-bearer for football artistry and won the World Cup more times than any other nation?

Brazilian clubs have to transform themselves to become businesses,
thereby making it easier to attract capital to the domestic game
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