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1. Economic Efficiency Analysis  

 

- Were the Warriors economically efficient in their resource allocation ?  

 

The Golden State Warriors demonstrated strong economic efficiency in their resource 

allocation between 2015 and 2019. One key example was Stephen Curry’s below-market 

contract (4 years, $44 million), which provided surplus value and created cap flexibility to 

sign elite players like Kevin Durant. The team also strategically used Bird Rights and cap 

exceptions to retain key players without exceeding cap constraints prematurely. Although the 

Warriors faced rising luxury tax bills—up to $51.5 million in 2019, their total revenue 

increased from $242 million in 2015 to $450 million in 2019, justifying the investment. By 

aligning financial decisions with on-court success and revenue growth, the franchise 

efficiently maximized both performance and return on investment. 

 

- How did they maximize the gap between player MRP and compensation ? 

 

The Warriors increased the gap between player compensation and marginal revenue product 

(MRP) by strategically taking advantage of salary cap restrictions that limited superstar pay. 

Maximum contracts prevented elite players from earning their full market value, allowing the 

team to sign multiple high-impact players at below-MRP salaries. 

Stephen Curry’s $44 million contract from 2013 to 2017, signed amid injury concerns, 

became one of the league’s best values as his performance and marketability soared. 

Similarly, Kevin Durant accepted slightly less than the maximum to help preserve roster 
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flexibility. These decisions enabled the Warriors to generate exceptional on-court and 

financial returns while keeping total payroll relatively controlled. 

 

 

- What was the estimated ROI on their luxury tax payments ?  

 

The Warriors’ luxury tax payments, while substantial, generated a strong return on investment 

(ROI) through increased team revenue and sustained competitive success. From 2017 to 2019, 

Golden State paid approximately $83.8 million in luxury taxes. During that same period, total 

revenue rose from $369 million in 2017 to $450 million in 2019, an increase of over $80 

million. This revenue growth—driven by game-day income, merchandise, media deals, and 

sponsorships—outpaced the tax expenses, especially when considering the value of additional 

playoff games and championships. Given that their tax payments enabled the retention of 

high-value players, the ROI can be considered both financially and competitively positive. 

 

 

2. Strategic Planning Evaluation  

 

 

- How did the Warriors leverage the timing of contracts to their advantage ?  

 

The Warriors used contract timing strategically to maximize roster flexibility under the salary 

cap. Stephen Curry’s early extension in 2013, signed before his MVP rise, gave the team a 

below-market deal through 2017, creating cap space during his peak performance years. This 

surplus value allowed Golden State to pursue elite talent, including Kevin Durant. They also 

timed extensions for Klay Thompson and Draymond Green before the 2016 cap spike, 

locking them into deals below future market rates. By avoiding overlapping contract 

expirations and staggering major deals, the Warriors preserved flexibility to use Bird Rights 

and cap exceptions. This timing strategy enabled them to build and retain a championship 

core without immediate financial collapse. 
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- What specific salary cap mechanisms were most important to their strategy ?  

 

The Warriors’ financial strategy relied heavily on specific NBA salary cap mechanisms that 

enabled them to build and maintain a championship roster. Among the most important were 

Bird Rights, which allowed teams to exceed the salary cap in order to re-sign their own 

players. Golden State used this mechanism to retain key players like Stephen Curry, Klay 

Thompson, and Draymond Green without sacrificing roster depth. Another critical element 

was the use of cap exceptions, such as the mid-level and minimum salary exceptions. These 

tools provided flexibility to add role players even when the team was over the cap, helping to 

round out a competitive bench without significant cost. Perhaps the most influential moment 

came with the 2016 cap spike, when a sudden $24 million increase in the salary cap (due to a 

lucrative television deal) gave the Warriors the rare opportunity to sign Kevin Durant outright. 

Their prior financial discipline allowed them to take full advantage of this one-time market 

distortion. Lastly, the league’s maximum salary rules unintentionally worked in the Warriors’ 

favor. Because superstar salaries were capped, the team could sign multiple players whose 

actual market value, based on their marginal revenue product (MRP), exceeded their allowed 

compensation. This created an efficiency gap that gave Golden State a sustained competitive 

edge. 

- How did they balance short-term competitive needs with long-term 

flexibility ?  

 

The Warriors carefully balanced their short-term goal of winning championships with the 

long-term need to maintain financial flexibility and roster sustainability. In the short term, 

they prioritized retaining their core through Bird Rights, allowing them to exceed the cap to 

re-sign players like Curry, Thompson, and Green. This strategy ensured immediate 

competitiveness without having to dismantle the roster after each title run. 
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At the same time, the front office maintained staggered contract lengths to avoid multiple 

large deals expiring simultaneously, which helped preserve continuity and reduced cap 

pressure in any single offseason. For example, Kevin Durant’s shorter contracts, including a 

one-year deal with a player option in 2018–2019, gave both the team and the player future 

options without committing to long-term inflexibility. The team also avoided overcommitting 

to aging role players, focusing instead on younger contributors or minimum-salary veterans 

who could fill gaps without limiting future moves. While Golden State was willing to pay 

steep luxury taxes during their peak, they structured contracts to allow for eventual reset and 

cap recovery, as seen after Durant’s departure in 2019. This blend of aggressive short-term 

investment and cautious long-term planning enabled the Warriors to sustain a dynasty while 

leaving room for strategic adjustments as the financial landscape evolved. 

 

3. Competitive Advantage Assessment  

 

- What specific economic advantage did the Warriors create over competitors ?  

 

The Warriors created a key economic advantage by concentrating multiple superstars within 

the salary cap through strategic contract timing and market exploitation. Stephen Curry’s 

undervalued contract provided surplus value, allowing flexibility to sign Kevin Durant during 

the 2016 cap spike, an opportunity most teams couldn’t afford. They also benefited from 

maximum salary limits, which capped superstar earnings below their true market value. This 

enabled Golden State to assemble a high-MRP roster at a lower relative cost, giving them a 

competitive edge in both talent and financial efficiency. 

 

- Could their model be replicated by other teams, or did it rely on unique 

circumstances ? 

 

While elements of the Warriors’ strategy, such as smart drafting and cap discipline, can be 

replicated, the overall model relied on several unique circumstances. Stephen Curry’s early 
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injury history led to a below-market contract during his MVP rise, creating rare surplus value. 

Additionally, the 2016 cap spikes was a one-time opportunity that allowed the team to sign 

Kevin Durant without major roster cuts, something unlikely to occur again under new cap 

smoothing rules. Moreover, the simultaneous emergence of multiple homegrown All-Stars 

and their willingness to accept slightly below-max deals added to the uniqueness of the 

situation. Although other teams can emulate parts of their approach, the full model was 

largely a product of exceptional timing, talent development, and financial foresight. 

 

- How did league-wide economic structures enable or constrain their strategy ?  

 

The NBA’s economic structure both enabled and constrained the Warriors’ strategy. On one 

hand, maximum salary limits and the soft salary cap allowed Golden State to sign and retain 

multiple superstars at salaries below their true market value, creating a structural advantage. 

Mechanisms like Bird Rights and cap exceptions further enabled roster continuity and depth 

even while over the cap. On the other hand, the luxury tax system imposed increasing 

financial penalties, which constrained long-term spending and eventually forced the team to 

make difficult roster decisions. Additionally, the collective bargaining agreement (CBA) 

limited flexibility by capping contract lengths and annual raises, restricting how much the 

team could offer to retain or lure talent. In sum, the Warriors excelled by navigating these 

constraints better than competitors, using available mechanisms to build an efficient and 

dominant roster. 

 

  


