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THE ECONOMIC IMPACT OF SPORTS STADIUMS:
RECASTING THE ANALYSIS IN CONTEXT

CHARLES SANTO
Portland State University

ABSTRACT: Judependent conpirical analvves are often wsed to relute assertions Hiat spority
serdivnis can serve as cconontic catalysts, Ciiticams ol recent stadinns mvestsienis, owever,
e rion' v obeed an tdio candueted w ol dat 6 tat ot et 0 aeee Conbont geine ¢ it
sladinns tpically extubin o dilferent clhiacier aind purpose then die sidn-use, urilivarian
Jawddotos Spivp o phe JUOts ard 0 s Tl sanh costs dhe mpostcte, o0 P pan conp e vidhin
which sraedin ave e by cecasimg a landmart stpdv vl curecnr dara. Nanctoen merropo-
Han arcas e inchuded @ a0 cross=section tme serics analy sis, vepreseitng ovenv cine that
asaiied o lose an NFL oor MLE reani, or \pecichecd o stadimny constric Hon for such o e
henwecn (984 and 2000 These spori-vetaied vaviahdos are foind o b positivelyv correlated with
segional income share for eighi of the sunetecn metrapolitan areas. 1 closer ook ab the findings

SHCLENIN I Cotite X Iairens.

Sinw 1990 over SHO billon i public funds have heen allocated Tor the construction ol
major fecone sports facilitios @oross whban Aaverica (Rapoaport & Wilkerson, 2001).
Throuzhout this boom. subsidized stadivms have olten been promaoeted as economic
develepinzat tools o key elements ol urbar revitalizatton stawses. Che ereregence of
this trend sparked the interest of ccononnsts who responded with o host of empirical
research. much ol which cast doubt on the validity of the staditm as an economic catalyst
(Buade, 1996: Baade & Dye. 1990: Coates & Humphrevs, 1999 Noll & Zimbalist. 1997:
Zimbalist. 1998 Zimmerman. 1997).

As pubhc spending on sports facilities continues into the twenty=first century the
strrounding debate has escatated. and empivical findings Tormerly confined (o the pages
of academic journals have found their way into the mainstream media. With this increased
atiention, the nuanced results of numerous individual analvses have become svnthesized
into i broad message suitable Tor mass consumption. The following stmmary statement
by Sicetricd and Zimbalist (2000 iHustrates how the Hndings of cconomic rescarch
regardive stadivm imvestments are typicaliv depicted:

Few Delds of empivical cconomic rescareh ofler virtaal unanimuoy ol Tindings. Yel.
independent work on the ceonomic mmpuct of stadioms and arenas has uniformly
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Found that there is no statistically sienificant positive correlation between sports facility
construction and cconomic development (. US).

Sicafried and Zimbalist declare the case closed. but this is o dancerous generalization
that ignores the importance ol context. Criticisms of recent stadinm investments are olten
based on empirical analyses built an ootdated data. Many of the stadiums buiit in recent
yeirs are constructed with o very dilferent purpose than the multi-use, unlitarian Gacilities
ol the 19605 and 1970s. Sports Tacilities are now desioned o seryve as architectural symbols
with tourist appeal and wre often built into the weban fabric o acilitie synerev. This is in
contrast Lo facilities of the previous eencration. which were located near imterstate
exchanges 1o facilitate a quicker exit alter the game.

This study offers new evidence that contradicts the general conclusion that sports

Tacilities can have no signilicant pesitive impact on local cconomies. Tt hegins with a

review of two landmark empirical analyses that have contributed 1o this conclusion
(Baade. 1996: Baade & Dyel 1990). New empirical vesearch, derived [rom recasting the
[requently cited study of Baade and Dxe with current data, is reported. The findings of
this rescarch are supported by a closer examination o previoushy veported empirical
analyses. which indicate that context plivs a key role in determinine the impact of sports
development strategies.

N
NV‘W THE EX POST FACTO STANDARD

While stadium promoters often use predictive input-ontput models o project a facility’s
ceonomic impacts. the empirical researeh produoced by economists and other critics is
based on ex post facto evaluation. These studies typically use regression anadysis and a
combination of time-series and cross-section data to deteet whether the presence of a
sports team ar Facility stenificantly impacts statistios that represent the strength ol a local
ceonomy,

Baade and Dye (1990) cinployed this approach i a study that as become a landmark
reference for crities ol stadium subsidies. Using two reeression ¢quiations, the authors
examine the effect of National Foothall League (NFLY teams. Major Teapue Baseball
(MLEB) teams and new stadiums on metropolitan arca income. The methodofoay s
designed to provide a straightforward test of ciaims that sports-related spending and
multiplicr effects lead to increased arca income. The analvsis is hased on data gathered
from nine metropolitan arcas (Cincinvati. Denver, Detroit. Kansas Citv, New Orleans,
Pittsburgh. San Diego. Scattle. and Tampa) during the period ol 1965 1o 1983, Each of the
metropolitin arcas included in the sample cither gained a new NEFL or MLB team. or
experienced the construction or renovation ol a facility for an NFL or MILB tcam during
the study perod,

In the lirst equation, aggregate standard metropolitan statistical arca (SMSA) income is
regressed on three sports-related vartables, These wre dumnn variables that indicate the
presence ol a new or renovated stadium. the presence ol a foothall team, or the presence off
a baseball team for cach year in the time series. The dummy variables Tor football or
baseball teams are omitted for cases in which there is no change in the presence of a leam
during the tme period. SMSA population and o tume trend variable are also included as
control varksbles. The time trend variable is assigned o value of one 101 1905 and increases
Lo 19 for 1983,

The results this equation indicate a significant relationship hetween the sports-related
variables and income fevels for only one of the meiropolitan wreas A rew stadium in
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conjunction with the presence of a new baseball team had a signilicant positive effect in
Seattle. Baade wnd Dye also conducted i analvsis of pooled data from all nine cities,
which sndicates a significant negative impact associaled with the presence of 4 Tootball
team axd @ signilicant positive impact associated with the presence of a baseball, The
authors draw few conclusions from these ambizuous resilts,

Fhe second equalicn s desipned 1o determime whether s metropolitin area gains a
lerger share of its region’s income as @ resutt of the presence of a sports feam or stadiun.
The dependant variable for this equation is delined s SMSA mcome relative to regional
income. The independent variables remain the same as those used in equation [, exeept
that popalation is replaced with SMSA population relative to yegional population.
Examining the statistics of cach melropofitan arca relalive 1o iis region provides an
additional control for unspecified clements that could affect mcome levels,

Based on the findings of (his model, Baade and Dyve conclude that sports (eams and
Facilzties have a potentially negative impact on metropolitan sret cconomies, The regres-
sion results indicate a significant negative correlation between the sports-related dummy
variabies and regional income share Tor five of the nine metropolitan areas. The stadium
varianle had assignificant positive coefTicient in New Orleans and Seatde, but the presence
of 4 new stadium had a signilicant negative impact in Cincinnat. Detroit. Kansas City.
and Seattde, The prescacee of a Toothall wam had a negatise impact on regionil income
share in New Orleans. The pooled regression wiso shows a sienificant negative coelficient
for the stadinm vartable. by sl other instances the impact of ams or stadiims were not
significant. Baade and Dye offer the Tollowing explanation of the aegative impacts
associtted with (e construction or reaovation of stadiums:

Stadiams divert economic development towasd Bthor-ntensive, relatively bone wnskitled
fhor (Jlow-wage) activites. To the extent that this developnentad path diverges from
fess Trbor-intensive. mire highhy skilfed thighawige) activitios cliaracteristic of oiler
ceonamics within the region, it would be expected that the sporis-minded area would
capericace o alling share of regional icome tp 123

Baade conducted a simiilar analysiy in 1996, again using line-serics cross-section data.
Fortv-vight cities were examined over the period of 1938 through 1987, The sample
mcluded all cities that hosted a team Trom at Teast one of the four major sports. and 13
cities with no teams. A trend-adjusted measure of real per caping income was regressed on
variables representing the number professionat sports franchises and the namber of new
sladivms {less than 10 years old), As in Boude and Dye's carlior studyv, most of the eesults
i this amadvsis were nol statistically signilicant, The variabic for number of ams was a
statistcally signilficant predictor of per capita meome Tor only fwo citios: Baltimore. where
10 negatively affected per capiia income. and Endianapolis, where o positive effect was
found. The presence of anew stadium had astaristicalty significant negative impact on per
capita meome in Washington, DC. San Franciseo, and S Lous. For all other citics., and
in the poaled regression, the team and stadinm variables did not have a statistically
sipnthicant impact on trend-adjusted per capita inconie,

RECASTING THE ANALYSIS
While these two studies are frequently cited o eriticize stadinen investments. they uve been
subject to eriticism as well: the moesi notable o = hich is refated w the time periods used o the
anaiyses. Bven i his 1996 stody, the tine series of Baade's apalvsis ended in 1987, This




