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•There exists a great deal of debate about the validity of economic impact studies of 
sporting events. Economists widely believe that studies sponsored by leagues and 
events exaggerate the economic impact that professional franchises and large 
sporting events make on local communities. 

Economic and Fiscal Impact of Sports Facilities Is there Still Any Doubt ?: The Critics “YES”

•On the sport facility side, numerous researchers have examined the relationship 
between new facilities and economic growth in metropolitan areas (Baade & Dye, 
1990; Rosentraub, 1994; Baade, 1996; Noll & Zimbalist, 1997; Coates & 
Humphreys, 1999). 

“In every case, independent analysis of economic impacts made by newly built 
stadiums and arenas has uniformly found no statistically significant positive 
correlation between sport facility construction and economic development 
(Siegfried & Zimbalist, 2000).”

“This stands in stark contrast to the claims of teams and leagues, who assert 
that the large economic benefits of professional franchises merit considerable 
public expenditures on stadiums and arenas.”

6

Economic and Fiscal Impact of Sports Facilities Is there Still Any Doubt ?: The Proponents “NO”

6

.

Proponents argue that new sports facilities demonstrate city centers are still vital and active places 
for commerce and culture. Funding  facilities provide evidence that the public sector is actively 
pursuing strategies for the redevelopment and revitalization of center city areas.   Suburban cities 
have also invested millions in sports facilities to illustrate their “coming of age” and to focus 
development into designated districts of their jurisdictions.

1)Through use of an Input-Output Model economic and fiscal impacts from visitors due to increased spending (new 
money) Event Spending by Fans;  Player Spending in Community;  Spending by Spin Off Businesses

2)Stimulation of other development (spin-off development),

3)Increased community visibility, 

4)Enhanced community image, and

5)Psychic income. At a very basic level, these impacts are best categorized as economic impacts (#1 and #2) and 
noneconomic impacts (#’s 3–5).

a. Communal experience of attending sporting events at a ballpark 
b.  Community identity and pride generated by a local championship team.

:

1  USA Today, 1996; Chapin, 1999 
2  Keating, 1999
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Expenditures on New Sports Facilities for Professional Teams by Decade Through 2000

8

Expenditures on Refurbished Sports Facilities for Professional Teams by Decade through 2000

9

Economic and Fiscal Impact of Sports Facilities:  The 1990’s

The 1990’s:
.

For these reasons, sports stadia and arenas have become one of the most popular economic 
development tools in North America. In the 1990s alone, over forty major
league facilities were constructed, with the number of minor league and collegiate sports
facilities numbering in the hundreds. In dollar terms, the 1990s saw well over
$9 billion spent on major league facilities, with approximately 55% of these funds
coming from public coffers (USA Today, 1996; Chapin, 1999). In a recent policy study
by the Cato Institute, the total spent on major league sports facilities in the 20th Century
was pegged at over $20 billion, with approximately $15 billion having come from public
Sources 3.

During the 1990s alone, over forty major league facilities were constructed, with the 
number of minor league and collegiate sports facilities numbering in the hundreds. In dollar 
terms, the 1990s saw well over $9 billion spent on major league facilities, with 
approximately 55% of these funds coming from public coffers.1
A 1999 policy study by the Cato Institute, the total spent on major league sports facilities in 
the 20th Century was pegged at over $20 billion, with approximately $15 billion having 
come from public sources 2.

:

2  Keating, 1999
3 Ibid

1  USA Today, 1996; Chapin, 1999 



10/23/2012

4

10

Economic and Fiscal Impact of Sports Facilities Is there Still Any Doubt ?: The Critics

Public expenditures on stadia and arenas fly in the face of evidence that indicates that these facilities are not wise 
municipal investments. Studies of the economic and fiscal impacts generally conclude that sports facilities promise a 
great deal, but deliver little in economic returns.  Scholarly analysis finds that sports facilities are not the economic 
development engines that they claim to be.

Rosentraub and Nunn, 1978; Rosentraub and Swindell, 1991; Rosentraub et al, 1994, 1997a; 

Baim 1990; Baim 1994, Hunter 1988 (Heartland Institute)

Baade, 1987; Baade and Dye, 1990; Baade 1994; 1996a; 1996b; 

Baim, 1994; Chema, 1996, Johnson and Sack, 1996

Noll and Zimbalist, 1997b; Siegfried and Zimbalist 2000

Hudson, 1999; 

Coates and Humphries, 1999

Lack of Adoption by Public Sector 

Public sector decision makers have been unaware of this research or unable to interpret the literature.

Hidden costs associated with these projects sometimes include the relocation of existing businesses and reduced or 
abated property taxes on land used for the facilities themselves.

An incomplete understanding of the real costs of these projects often leads to unforeseen public expenditures at 
levels far above those originally budgeted for a project.

Alternatively, some argue that stadia and arenas provide image related and development-related benefits that fall 
outside the boundaries of traditional cost-benefit analyses. 

Pressure from uninformed citizen/fans who carry water for leagues and owners who argue that a narrow view of the 
benefits of these projects has contributed to the conclusion that sports facilities simply do not make sense as 
economic development tools.3

3Identifying the Real Costs and Benefits of Sports Facilities (2002) Tim Chapin, Assistant Professor, Department of Urban and Regional Planning, 
Florida State University

1111

The Critics: Rosentraub and Zimbalist

• Rosentraub:
– A well-known critic of public spending on sports facilities, has investigated the impacts of these projects on 

suburban areas (Rosentraub and Nunn, 1978; Rosentraub and Swindell, 1991), in the city of Indianapolis, 
where sports projects have dominated that city’s redevelopment agenda

– (Rosentraub et al 1994), Other cities throughout the United States and Canada (Rosentraub, 1997a). 

In all cases, Rosentraub concludes that sports facilities simply do not offer economic benefits that outweigh 
the economic costs of these projects.

• Most economists believe that Noll and Zimbalist’s book, Sports, Jobs, and Taxes (1997b), put an end to the debate 
about sports facilities as wise economic investments. They conclude that sports teams and sports stadia are simply 
too insignificant to generate measurable economic benefits. . Regardless of whether the unit of analysis is a local 
neighborhood, a city, or an entire metropolitan area, the economic benefits of sports facilities are diminimus.” (1997a)

• In every case, the conclusions are the same. A new sports facility has an extremely small (perhaps even 
negative) effect on overall economic activity and employment. 

•No recent facility appears to have earned anything approaching a reasonable return on investment.

• No recent facility has been self-financing in terms of its impact on net tax revenues

1212

The Critics:  Baade, Hudson, Coates and Humphries

• In a number of studies over the years, Baade (1987; 1994; 1996a) has found that sports not only 
don’t increase the size of local and regional economies, but instead alter the content of the 
economy, driving it towards lower wage service employment.

Complementing these lines of research have been statistical analyses of the impacts of sports 
teams on urban economies. A study by Hudson (1999) investigated the impact of 5 sports 
teams on employment growth and found that the presence of professional sports teams had no 
statistically significant effect. 
A similarly detailed study of 37 metropolitan areas by Coates and Humphries (1999) concluded 
that there is no evidence that sports facilities and sports teams increase the rate of real per 
capita income and, in fact, may actually generate a negative impact on real income per capita.
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Economists
Ex-Post Facto 

Standard

• Use of regression analysis and a combination of time-series and cross-section data to 
detect whether presence of a sports team or facility significantly impacts statistics  that 
represent the strength of the local economy.

• Looking at attributes of the local economy and changes that are statistically attributable 
to the team or facility.

Methodology: Consultants vs. Economists

14

Consultants
Input Output 

Models

• Consultants utilize predictive input output models

• Spending in and outside the facility drives economic activity, jobs, income and state 
and local tax revenues.

• Multipliers reflect features of local economy based on historical activity.

Methodology: Consultants vs. Economists

15

The Failure of Sports Facilities as Economic Development Tools

• Why do scholars conclude that sports facilities are unwise economic investments, despite 
what appear to be substantial employment and dollar impacts on a local economy: 

– Substitution Effects: Sports facilities simply redirect spending 
from one entertainment activity to another, thereby producing little 
to no increases in economic activity within a region (Sanderson, 
2000).  If a new stadium isn’t capturing money spent by fans 
attending events, it has been argued that almost all of this money 
would still flow through the local economy via movie theaters, 
restaurants, and other entertainment venue. 
– Leakages in the Economy: A certain percentage of money spent 
on a given industries’ local products and services flows out of the 
local economy to non-local entities, usually in the form of other 
businesses, corporate offices, or through non-local spending

–The professional sports industry is particularly susceptible to leakages out of the local economy. 
Revenues that flow to professional sports teams, the majority of which ends up in the pockets of 
players and owners, are less likely to remain in the local economy because owners and players do 
not spend a large percentage of their money locally (Sanderson, 2000).
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The Failure of Sports Facilities as Economic Development Tools

• The Size of the Economic Engine: At first blush, professional sports appears to be a substantial 
industry for a metropolitan economy. In reality, individual sports teams and facilities are very minor 
players in a region’s economy. 

– Rosentraub (1997a, 176) analyzed employment and economic activity attributable to professional sports and 
concluded that “by themselves, sports teams are not economic engines; they have too few employees and 
involve too few direct dollars to be a driving force in any city or county’s economy.”

• Impacts on Metropolitan Economic Growth: Related to the above, sports facilities have been shown to have no 
discernible positive impact upon metropolitan economies (Baade, 1996a; Hudson, 1999; Coates and Humphries, 
1999). Proponents of sports facilities have argued that these projects offer locational and perceptual advantages 
that can improve a region’s economy. No study to date has verified the claim that investments in sports 
facilities can help the regional economy to grow. In point of fact, some studies have concluded that these 
projects may actually hurt the regional economy because it predisposes the economy towards lower 
paying service sector jobs (Rosentraub et al, 1994; Baade, 1996a; Coates and Humphries, 1999).

17

The Failure of Sports Facilities as Economic Development Tools

Quality of New Jobs: All analysts agree that new sports facilities will generate short term and long-term jobs. 
– In the short term, construction firms are employed to build a facility as several hundred millions are spent to 

construct the stadium or arena. 
– Over the longer term, jobs are also created to provide services at the facility (vendors, ticket takers, ushers) 

or within the surrounding district at any new spin-off businesses (often including restaurants and clothing 
vendors). While a few thousand jobs are indeed created, these jobs are often low paying, seasonal, service 
sector jobs that cannot serve as the basis for a quality economy (Baade, 1996a).

– The argument is that people are willing to accept lower wages, all else being equal in exchange for the 
amenities associated with professional sports.  

Indirect Project Costs: New sports facilities typically require substantial ancillary investments, the costs of which 
usually fall on the public sector. These costs often include major infrastructure improvements (interstate 
interchanges, water/sewer lines) and new parking structures, projects that quickly can add another $50–$100 
million to a new facility’s price tag. In addition, there are other hidden costs that can contribute to the public 
sector’s bill for a new facility, such as large pieces of property removed from the property tax rolls and the 
relocation of businesses out of the project area.

.

18

The Failure of Sports Facilities as Economic Development Tools

Opportunity Costs: “The opportunity foregone in building a stadium is not the cost of the stadium, but the benefits 
from the other ways this money could be spent.” 5 The public sector is always short of funding to address all needs 
in a given community or region. When spending public funds on a sports facility, the public sector has actually 
made two choices:

1) to spend money on the stadium and/or arena, and 
2) to not spend this money on other needs. Money encumbered for a sports facility cannot be spent on other needs. In addition, by 

choosing to use a given piece of land for a sports facility also loses an opportunity to utilize this land for other needs or other 
uses.

3) Rarely included in economic impact included in economic impact studies prepared on behalf of teams or governmental agencies.  
These costs can be substantial, particularly given that most local governments have limited funding available to meet growing needs 
in their communities.

4) A study conducted in the early 1990’s 

5 Noll and Zimbalist write (1997c, 62)
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The Failure of Sports Facilities as Economic Development Tools

.

Flow of Facility Revenues: Lastly, the flow of revenues from sports facilities have helped to consign sports 
facilities to the status of failure as an economic investment.  Most revenues from sports facilities, even those built 
with public funding, tend to flow to the sports teams and not into the coffers of the public sector.
While the previous era of sports facilities were unable to cover their debt payments (Baim, 1994), many modern 

sports facilities generate revenues sufficient to cover their construction and operating costs. 

Luxury suites, club seats, stadium naming rights, pouring rights, parking revenues, and ticket revenues are just 
some of the revenue streams that flow from these facilities, streams that generate in excess of the $400 million in 
funds required for modern sports facilities.

Critics argue that in almost all cases, these revenues flow to the teams and not to serve the debt from these 
projects.  Scholars attribute the flow of these revenues to the teams to the cartel status of the major league sports 
leagues, in effect forcing governments to accede to the demands of a limited number of potentially footloose 
franchises (Rosentraub, 1997a; Rosentraub, 1999; Sanderson, 2000).

20

Impact of Context on Facility Economic and Fiscal Benefits 

The studies conducted during the late 1990’s used as a basis for criticism of public investment in 
stadium and arenas are dated.   That is they are based on multi-use, utilitarian facilities built in the 
1960’s and 1970’s leading to the conclusion that there is no statistically significant positive 
correlation between sports facility construction and economic development. 

Seigfried and Zimbalist (2000)

Criticisms of recent stadium Investments ignore new evidence based on arenas and stadia that are 
designed to serve as architectural symbols with tourist appeal and are often built into the urban 
fabric to facilitate synergy  that contradicts the conventional wisdom.  More recent studies (Coates 
and Humphreys 1999) lumped old and new facilities together examining all major league sports 
facilities built between 1969 and 1994..  

New empirical research, derived from recasting the frequently cited studies of Baade and Dye, 
Rosentraub, and their colleagues is supported by a closer examination of previous analyses which 
indicates that context plays a key role in determining the impact of sports development strategies.

• Baade and Dye researched studied non-urban facilities which were not intended to be economic 
development tools.  Stadiums and arenas constructed during the 1960’s and early 1970’s were 
specifically designed to be apart from the city.    Many were in suburban or rural locations.  Even 
those constructed on an urban site were separated from the host city by a moat of surface parking.

Change in Facility Design and Site Location

21

• Using two regression equations Baade and Dye examined the effect of NJL teams, MLB teams and new stadiums on 
metropolitan area income.   The methodology was designed to provide a straight forward test of claims that sports related 
spending and multiplier effects lead to increased area income.

• The 1990 analysis used data gathered from nine metropolitan areas which either gained a new team or experience the 
construction or renovation of a facility during the period 1965 to 1983.  The 1996 Analysis used 48 cities over a period 
1958-1987.  

The Critics

Cincinnati
Denver,
Detroit
Kansas City

New Orleans
Pittsburgh
San Diego
Seattle 
Tampa

The results of the analysis indicated a significant relationship 
between the sport related variables and income levels for only one of 
the metropolitan areas:
Only Seattle with the presence of a new baseball team had a 
significant positive effect.  In the 1996 study only Baltimore and 
Indianapolis had a positive effect.

No conclusions were drawn from pooled data from all nine cities, the authors found a significant negative impact on  the 
presence of a football team, and a significant positive impact associated with the presence of a baseball team. 

The second analysis was created to determine whether an MSA gains a larger share of its regions income as a result of the presence of a sports team or stadium.   Based
On the findings of their model, the authors concluded that sports teams and facilities have a potentially negative impact on metro area economies but no significant positive 
impact:

Cincinnati
Denver,
Detroit
Kansas City

New Orleans
Pittsburgh
San Diego
Seattle 
Tampa

Baltimore
Indianapolis

Washington DC
San Francisco
St. Louis
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Richfield Coliseum 

Located in Richfield Township  roughly halfway between 
Cleveland and Akron. It was home to the NBA's  Cavaliers, 
WHA's  Crusaders, NHL’s  Barons, MISL's  Force, MISL, & 
NPSL's  Crunch, the IHL's  Lumberjacks, and the AFL’s 
Thunderbolts. It hosted the 1981 NBA All-Star Game

Built at a cost in 1974 at a cost $36 million to build ($170 
million in 2012 dollars) and had a capacity of 20,273 for 
basketball and 18,544 for Ice Hockey

it had only one concourse for both levels, which became crowded 
during games at which the attendance was anywhere close to 
capacity. 
Luxury suites, were at the uppermost level were the worst seats 
in the house. Once plans for Quicken Loans Arena in downtown 
Cleveland were announced in 1991, became economically 
obsolete.

Located  at the intersection of Interstate 271 and Ohio State 
Route 303, a rural, two-lane highway outside of Richfield. 
Traffic became an issue especially with lake-effect snow from 
Lake Erie providing another obstacle to drivers during the 
winter months.  With one true entrance traffic would back up for 
several miles in all directions for hours .

In 1994 the arena and surrounding parking areas were 
allowed to be returned to woodland as part of the Cuyahoga 
Valley National Recreation Area, 

The site is now a grassy meadow and has become an 
important area for wildlife. Birds such as the Eastern 
meadowlark, bobolink, and various sparrows now inhabit the 
area. This has caused the site to become popular with local 
birders

Opened October 26, 1974
Closed September 1, 19941]
Demolished May 21, 1999

23

Detroit Silverdome  

When it first opened in December 
of 1975, the Silverdome was the 
largest stadium in the NFL. It was 
at the time state of the art. But the 
years have not been kind to the 
Silverdome.
The Detroit Lions moved out after 
26 years  in 2001. Since then, the 
venue has hosted only a handful of 
events, most of which were ill-
suited for an 80,000 seat venue.
It was costing the city of Pontiac a 
fortune to maintain the stadium, so 
they decided to put it up for 
auction. 
In 1975 the Silverdome cost $55.7 
million to build. In 2009 it sold for 
$583,000

24

Texas Stadium-Irvine Texas

Owner City of Irving
Operator Texas Stadium 
Corp[2]
Surface Texas Turf (1971 
to 1995)
AstroTurf (1996 to 2002)
RealGrass by Sportfield (2002 to 
2008)
Construction cost

$35 million
($201 million in 2012 dollars[3])
Architect A. Warren Morey
General contractor

JW Bateson Co., 
Inc.
Capacity 65,675
Tenants
Dallas Cowboys (NFL) (1971–
2008)
Dallas Tornado (NASL) (1972–
1975, 1980–1981)
SMU Mustangs (NCAA) (1979–
1986)

]
Opened September 17, 1971
Closed December 20, 2008
Demolished April 11, 2010

The City of Irving announced that 
the Texas Department of 
Transportation would pay $15.4 
million to lease the site for 10 
years a staging location for the 
State Highway 114/Loop 12 
diamond interchange. The city 
has the right to relocate the 
staging area if redevelopment 
becomes available.[23]
[edit]
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Recasting Baade and Dyes Methodology

Santo studied more than double those examined by Baade and Dye   The time frame is 
illustrative of the difference between the two different
Design areas reflecting increased stadium constructions, team expansion, and relocation.

The larger sample size also contributed to enhanced statistical reliability and validity for 
pooled regressions.

Captured effects of movement amongst NFL teams.

Added variable differentiation between presence of a baseball and football stadium to detect 
differentiating impacts.  Essential since multipurpose facilities are no longer built and four of 
the sample cities constructed or  renovated separate stadiums for both the sports during the 
study period.

26

Recasting Baade and Dyes Methodology

Teams in parentheses
Left MSQ during the
Measurement period.

27

• 950,000 square feet of retail & restaurant
• 1,850,000 square feet of office
• 1,500 hotel rooms
• 10,000 seats of live venues
• 4,800 residential units

Facility as Component of Urban Center

Adjacent to Sawgrass Mills Mall 
• # 1 Most Popular Retail Location in Florida
• # 2 Most Popular Tourist Attraction in Florida –

After Disney
• # 3 Largest Mall in the US (2,700,000 Square 

Feet of Shopping)
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COWBOY STADIUM 2010 

29

Recasting Baade and Dyes Methodology

30

Recasting Baade and Dyes Methodology
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The Results of Recasting

•Results contradict the Baade and Dye conclusions:  New analysis indicates a significant positive 
relationship between sports related variables and regional income share for eight metro areas Atlanta, 
Cleveland, Denver, Jacksonville, Nashville , Seattle,Tampa.

•Impact of football stadium construction or renovation is significant and positive in Jacksonville, 
Nashville and Tampa.  Presence of a football team shows significant positive effect on income share for 
Cleveland and Anaheim.  Significant negative coefficients are associated with the presence of a new 
baseball stadium in Arlington and the presence of a new football stadium in Cleveland

•The results of the pooled analysis indicate that new baseball stadiums have a significant positive 
impact on area income, while presence of a baseball team has a significant negative impact.  
•None of the facilities in the original Baade and Dye study built baseball-only facilities during the time 
period of their study.  This supports the their that even in cities where teams already play, new stadiums 
themselves are
•Economic generators,:  Context of revitalization and tourist appeal in areas where the facilities are now 
built..

32

The Results of Recasting

•Results contradict the Baade and Dye conclusions:

•Facility location matters.  In each case of cities building new stadiums downtown or 
central city correlate with positive regional income share: Atlanta, Denver, Jacksonville , 
Nashville, Seattle, Tampa

•Stadium construction down town and for new teams generates larger visitor spending 
before and after event and a realignment of spending within the region.

•Need to consider context and look beyond personal income:

“If the justification for using public resources to build downtown sports facilities is that 
these structures will shift economic activity to an area that needs redevelopment, then the 
issue is not whether overall economic activity increased or decreased ,but whether the 
vitality or centrality of the downtown area was enhanced or sustained.

Austrian and Rosentraub (2002)

33
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QUESTIONS  ????


