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Abstract

The relationship between team payroll and team
performance has long been a topic of interest in the Table 1. Quintiles of Average Team Payroll and their respective Average Games Won (Descriptive Statistics)

Results from least squares analysis presented in
Table 2 show that there is a statistically significant
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' ncreasing a team’s payro one standar

provide team management with decision-making deviationg(where thzs}c/andaryd deviation i

information and shed light on their strategies. Ql 58.5 - 34 i 61.5 i 32 -

measured using all 30 teams’ payrolls in the team’s

current season of play) increases the respective

This study adds insightful research to the trendy Q2 66.1 13.0% 41 20.6% 68.0 10.6% 40 25 0% team’s win-loss percentage by 7.7 percentage
topic’s stock of information by using the National

Basketball Association (NBA) as its application. This
study estimates the statistical association between Q3 63.7 >.4% 39 -4.9% 72.4 6.5% 41
team payroll and team performance by following

points (approximately 6 regular season games),
2 59, holding all other factors constant.

The change in the collective bargaining agreement

similar methodologies found in the scientific Q4 735 5.59% A4 12.8% 77 .3 6.8% A8 17.1% (CBA) in 2011-12 does not have a statistically
literature. This study also discusses the change in

collective bargaining agreements in the 2010-11

' " It also reported in Table 2.
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season of the NBA and estimates its effect on a 0 0 0 0 Although the change in CBAs does not have a

statistically significant relationship with a team’s
ability to ‘buy a winner’, it does result in fewer
teams’ appearing as outliers, as seen in Figures 1
and 2. This reduction in the presence of outliers is
likely due to the increased disincentive to spend
above the luxury tax threshold, as was intended.

significant relationship with a team’s ability to ‘buy

team’s ability to ‘buy a winner’.

Collective Bargaining Agreements (CBASs)

There have been two CBAs during the 10 seasons of
the NBA analyzed in this study. The CBAs contain
clauses that players and teams must abide by when

making contractual agreements. The first CBA NS NS : : . .
commenced in season 2005-06 and ended in season A 7 Table 2 includes durT\my and interaction variables
) 9 4 o o for the New York Knicks to account for the team’s
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2011-12 and will continue until 2020-21 with an = B New York Knlcks = B New York Knicks interaction variable’s coefficient is statistically
option to terminate in 2016-17. @ All Other NGA Teams gl significant at the 0.05 level.
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