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Summary

This thesis investigates the effect of promotion and relegation on subsequent sporting
performances and their immediate financial impact amongst football clubs in 5 smaller
European leagues: Allsvenskan (Sweden), Eredivisie (Netherlands), Eliteserien (Norway),
Scottish Premiership (Scotland) and Liga Portugal (Portugal). Utilising the characteristics of a
regression discontinuity design, explore the causal impacts based on the positioning of teams
around the promotion or relegation cutoff. Furthermore, a matched-pairs event study is
applied to examine the immediate effects of either promotion or relegation in comparison to

the teams that just missed out on either outcome.

The findings reveal that relegated clubs finish roughly 9.5 positions worse in the subsequent
season, with the effects diminishing but still existing over several seasons afterwards.
Contrarily, promotion berries an initial improvement of approximately 10 positions in the
following season; however, the effect diminishes faster and is statistically indistinguishable
from 0 after only the second season. Regarding the financial consequences, relegated teams
experienced hefty revenue losses, averaging around 25%, which was primarily driven by
losses in matchday revenue due to a decrease in attendance per game and broadcast revenue.
Meanwhile, the promoted teams gain an immediate revenue increase between 40% to 120%,

with the greatest influence from attendance and broadcasts.

The analysis found that relegation effects are more severe and longer-lasting compared to the
more momentary gain from promotion. Furthermore, the absence of any significant financial
package for relegated clubs increases the financial risks and could potentially lead clubs into a
recurring yo-yo cycle of promotion and relegation. Consequently, the thesis provides insights
for league administrators, policymakers and club management to emphasise the importance of
implementing greater financial planning to handle the financial volatility within European

football systems

il



Sammanfattning

Denna uppsats undersoker effekterna av uppflyttning och nedflyttning pé efterfoljande
sportsliga prestationer och deras omedelbara ekonomiska paverkan bland fotbollsklubbar 1
fem mindre europeiska ligor: Allsvenskan (Sverige), Eredivisie (Nederldnderna), Eliteserien
(Norge), Scottish Premiership (Skottland) and Liga Portugal (Portugal). Med hjilp av en
regressionsdiskontinuitetdesign analyseras kausala effekter baserat pa klubbarnas placering
kring gransen for upp- eller nedflyttning. Utdver detta tillampas en matchad-par
hindelsestudie for att undersoka de direkta konsekvenserna av antingen upp eller nedflyttning

i jamforelse med klubbar som precis missade respektive utfall.

Resultaten visar att nedflyttade klubbar i genomsnitt hamnar ungefir 9,5 positioner simre
sdasongen efter nedflyttning med effekter som avtar med fortfarande kvar stir under flera
efterfoljande sdsonger. Motsatt innebar en uppflyttning en initial forbattring pa cirka tio
positioner foljande sdsong men denna effekt forsvinner snabbare och ir statistiskt oskiljbar
frén noll redan efter den andra sdsongen. Nar det giller ekonomiska konsekvenser upplever
nedflyttade lag betydande intdktsforluster pd 1 genomsnitt cirka 25 % framst orsakat av
minskade matchdagsintikter till foljd av en lagre publiksiffra per match och reducerade
intikter fran sdndningsrittigheter. Samtidigt far klubbar som blev uppflyttade omedelbart
okade intdkter pd mellan 40% och 120 % dér den storsta effekten ocksd kommer frén dkade

publiksiffror och sdndningsrittigheter.

Sammanfattningsvis visar analyserna att nedflyttningens konsekvenser dr allvarligare och mer
langvariga dn en de kortvariga vinster som uppflyttningen ger upphov till. Dessutom okar
avsaknaden av betydande ekonomiska stodpaket till nedflyttade klubbar den ekonomiska
risken, vilket potentiellt kan leda klubbarna in i ett &terkommande jojo-beteende mellan
divisionerna. Avslutningsvis ger uppsatsen viktiga insikter for liga administratorer,
beslutsfattare och klubbledningar genom att betona betydelsen av att implementera noggrann
ekonomisk planering for att bittre hantera den ekonomiska volatiliteten inom det europeiska

fotbollssystemet.
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1. Introduction

Football is undeniable the most popular sport globally, intriguing almost 5 billion followers
worldwide according to The Football Landscape—the Vision 2020-2023 | FIFA Publications
(n.d.). Contrary to many sports with closed league structures, such as the NHL and NFL in
North America, the European football leagues conduct their structure around an open
structure. Put differently, teams earn promotion to a higher division if their season
outperforms the rest, and face relegation if they underperform. This structure ensures that
each season played is competitive for all teams participating, carrying significant
consequences for clubs in their sporting success, financial stability, and fan engagement.
Clubs battling to earn a promotion or avoid relegation encounter larger stakes as their
outcome significantly influences a club's sponsorship, advertisement, matchday attendance,
broadcast revenue and ultimately every economic viability the following season. Thus,
understanding the movements within the league system and their impacts on smaller
European football leagues, which often receive less academic attention compared to the

biggest leagues, is essential and highly relevant.

1.1 Problem formulation

Regardless of football's global interest, the academic research done mostly focuses on
Europe's 5 biggest leagues: England, Germany, Spain, France and Italy. Meanwhile, the
smaller leagues such as the Swedish, Scottish, Dutch, Norwegian and Portuguese are
underrepresented in any research conducted, despite that they experience the same, if not
greater, consequences. For instance, most smaller leagues do not have any compensation
package for relegated teams, so-called parachute systems, as the big leagues do, making the
competitiveness and financial sustainability more vulnerable for any relegated team. This lack
of attention creates a clear gap between what the teams in the biggest leagues experience
compared to what most smaller teams do, regarding promotion or relegation and its impact on
subsequent performances and financial outcomes. Hence, the fundamental problem is to
understand the impact of promotion and relegation on teams within smaller European leagues
and contribute to an underexamined area within academic research for football. Contributing
to a clearer understanding for policymakers, league administrators, club managers and

directors to make the league, or team, more competitive and financially stable.



1.2 Purpose

The purpose of this thesis is to analyse how promotion and relegation impact subsequent
sporting performances and the immediate financial impact in the following season for 5
smaller European football leagues: Allsvenskan (Sweden), Eredivisie (Netherlands),
Eliteserien (Norway), Scottish Premiership (Scotland) and Liga Portugal (Portugal).
Specifically, the research aims to answer the question: How do promotion and relegation
affect subsequent sporting performances, and what are the financial consequences the

following season for clubs operating in Allsvenskan?

1.3 Method

To accomplish this purpose, a regression discontinuity design will be applied with a sharp and
fuzzy design to recreate Speer’s (2023) method that examines the sporting outcomes in
relation to league position thresholds. The data is hand-collected for every team that played in
the highest division at least one season within the period 2009 to 2024, even if it was for a
single season and amongst others, contains a team's overall position, average attendance and
revenue streams such as matchday revenue and broadcast revenue. The regression
discontinuity design involves statistical analysis that isolates the true effect of crossing the
promotion or relegation thresholds and enables an examination of the causal relationship
between a division change and subsequent outcomes. Furthermore, a descriptive matched-
pairs event study will be conducted to examine the financial consequences. However, due to
limited data available and uncooperative clubs, the financial part of the thesis will be based on
the Swedish league and will only be descriptive, not causal, and any statistical inference is not
possible!. Although it highlights any percentage differences between clubs that narrowly
achieved promotion or survived relegation to those who did not, and demonstrates how

suddenly the financial structure can change due to a season's outcome.

1.4 Delimitations

This study is delimited to only examining clubs from the selected 5 European leagues and
particularly focuses on Swedish clubs in Allsvenskan for the financial analysis. This limitation

occurs due to the inconsistent availability of financial data from the other leagues.

" Swedish football clubs were contacted via email and telephone; however, most declined to participate in the
thesis or did not respond to any of the attempts to reach them. Consequently, the majority of the data has been
obtained from the web.



Additionally, the financial analysis excludes any data from 2019 and 2020 due to the COVID-
19 pandemic and the disruptions it created. Logically, the results during the time are not
comparable and would distort any results and interpretations made regarding operational
impacts of promotion and relegation. Lastly, contrary to Speer (2023), the 5 leagues examined
differ in the number of teams within each league and the number of promotion and relegation
spots available. Therefore, it can have enlarged or diminished the true effects of promotion

and relegation.

1.5 Disposition

Following the introduction, the thesis is disposed of as follows: the thesis continues with
background information regarding each league's open structure system and how the relegation
and promotion structure work. Furthermore, economic theory is introduced to contribute to a
better understanding of how economic factors can influence sporting performances and
outcomes. Next, the methodology is introduced and clarifies the statistical and analytical
approaches that are implemented, followed by the analysis. The analysis is divided into two
parts: the first part focuses on the on-field performances and contains two placebo tests to
validate the designs used. Subsequently, the second part focuses on the financial
consequences of either outcome and leads into a general analysis where the sporting and
financial results are put together. Lastly, the thesis ends with a discussion that presents

practical implementations and conclusions made from the analysis.



2. Background

The UEFA controls the European football system, which oversees all continental
competitions, with individual nations operating their domestic leagues in a way that suits the
country best. The European football system stands out compared to many other sports with its
open league structure. Contrary to the North American league, where the system is closed and
the teams included in the leagues are based on memberships and independent of performances
on the field. By including promotion and relegation, the European football leagues can
maintain competitiveness in every league through the competitive stakes at play throughout
the season. Instead of only having an intense battle at the top of the table, there are equally
heated battles at the bottom to avoid relegation. The idea of promotion and relegation remains
the same between countries for most of the time and reflects a team's performance during a
season. The teams that have performed the best are promoted and moved up to a higher
division, and the teams that performed the worst are relegated and moved down to a lower
division. This is sometimes referred to as the “pyramid”, which has a nationwide first division
at the top. In the top tier, teams usually play each other twice, home and away, starting in
August to September and ending in April or May. However, Sweden and Norway play the
opposite, with the season starting in March or April and ending in November or December. If
a team wins, they receive 3 points; if the teams draw, they receive 1 point each; and if a team
loses, they receive 0 points. The team with the highest points when all teams face each other
twice are crowned the champion of their domestic country. The team with the fewest points is
relegated and will play in the second-highest division the next season. However, this format
does not suit all countries. In Scotland, each team plays against each other 3 times since there
are only 12 teams in the top division. The league structure between countries in European
football is a complex system, but they all have promotion and relegation in common. Teams
move between the different levels of the pyramid at the end of each season. The teams that
finish at the top of their table will move up until they are in the top division, and the clubs that
finish at the bottom of their table will move down until they are in the bottom division.

However, the number of clubs that move up or down differs (Bundesliga, 2020).

2.1 Allsvenskan

In the Swedish league, Allsvenskan is the top division and Superettan is the second highest

league and both consist of 16 teams. The Swedish third division is split into Ettan Norra and



Ettan Sodra and consists of 16 teams each, hence, in total the Swedish third highest league

consists of 32 teams but are divided into two groups depending on their regional location.

In Allsvenskan, the 16 teams faced each other twice and the team with the most points after
30 games played are the national champion. The two teams who finish 15" and 16" are
directly relegated to Superettan and will play in that division the next season. The team that
finished 14" in Allsvenskan will go to a playoff versus the team that finished 3™ in
Superettan. The winning team across two legs, on aggregate, will play in Allsvenskan and the
losing team will play in Superettan. The two teams that finished 1% and 2" in Superettan are
directly promoted to Allsvenskan. Teams that finished 15™ or 16 in Superettan will be
relegated to Ettan Norra or Ettan Sodra, depending on the regional location. Meanwhile, the
teams finishing in 13" and 14™ place play in a playoff, like Allsvenskan, against one of the
teams that finished 2" in Ettan Norra or Ettan Sodra. Teams that finished 1% in either of Ettan

will play in Superettan in the upcoming season.

2.2 Eliteserien

The Norwegian first and second division is called Eliteserien and OBOS-Ligaen. Similar to
the Swedish league structure, both divisions contain 16 clubs. The third division is also split
into 2 separate league tables called Postnord-Ligaen AVD 1 and 2, however, they only contain
14 clubs each, compared to Sweden's 16 teams. The teams also face each other 2 times with a
total of 30 games per season. In Eliteserien, the 15" and 16" places are directly relegated to
the OBOS-Ligaen, and the 14" place goes to the playoffs. In OBOS-Ligaen, the top 2 teams
are directly promoted to Eliteserien, but the clubs in 3™, 4% 5% and 6™ place go to a playoff
for promotion. The playoff starts with an elimination bracket where the 5™ team plays against
the 6™ team in a single match, where the winner continues to play against the 4" placed team,
with the winner in that match continuing and facing the 3"-placed team. Hence, when there is
only one team left from the OBOS-Ligaen, it will face the 14" team from Eliteserien, and the
winner plays in Eliteserien and the loser in OBOS-Ligaen. Relegation in OBOS-Ligaen is the
same as in Eliteserien, with 15" and 16" place being directly relegated and 14" place going
into a playoff. For both of PostNord-ligaen, the team that finishes 1% is directly promoted, and
the teams that finish 2" go into a playoff against each other to compete for a spot in the
second playoff versus the 14™ club in OBOS-ligaen. The winner in the later match is the one

that plays in the OBOS-ligaen, and the loser plays in either of the PostNord-ligaen.



2.3  Eredivisie

The Dutch league system consists of 2 professional leagues, the Eredivisie and Keuken
Kampioen Divisie, and 8 amateur leagues. The Eredivisie consists of 18 teams, where the 17"
and 18" places are directly relegated to Keuken Kampioen Divisie, and the 16" place goes
into a playoft against 6 teams from Keuken Kampioen Divisie and plays a maximum of two
rounds. In Keuken Kampioen Divisie, 20 teams fight for a promotion place, where the first-
round matches are determined by the ranking of the individual club; however, for simplicity,
the ranking system is left out. All the matches in the playoffs are played over 2 legs and start
with the first round between the 6 clubs from Keuken Kampioen Divisie where the winner
moves on and the losers are eliminated. In the second round, the 14" place from Eredivisie is
introduced, and the two winners from both semi-finals move on to the finale, where the
winner plays in the Eredivisie and the loser in the Keuken Kampioen Divisie. As earlier
mentioned, there are only 2 professional leagues in the Netherlands, consequently, there is no
relegation in the Keuken Kampioen Divisie. Furthermore, 4 teams in the Keuken Kampioen
Divisie are reserve teams, or U21, of teams in the Eredivisie, and they cannot be promoted.
Resulting in that, if a reserve team finishes in the top 8, they are excluded from the promotion
or promotion playoff, and the next non-reserve team takes their spot. For example, if the
reserve team finishes 8" they are excluded from the playoffs, and the 9th-placed team takes

their spot.

2.4 Liga Portugal

In Portugal, the first division is called Liga Portugal and the second division Liga Portugal 2.
Both consist of 18 clubs, where the bottom 2 clubs, 17" and 18", are relegated. The 16™ team
in Liga Portugal goes into a relegation playoff against the 3™ team from Liga Portugal 2,
where the winner on aggregate result over two legs plays the next season in Liga Portugal and
the loser plays in Liga Portugal 2. The 16™ place in Liga Portugal 2 goes into a playoff against
a team from the third division Liga 3. The third division in Portugal was recently remade and
split into 2 separate leagues that consist of 10 teams each. Before the change, Liga 3 was
remade numerous times, for example, consisting of 5 separate leagues with 18 teams in each
or 8 groups with 12 clubs in each. However, for simplicity, the recent and current structure is
the one explained and used. For promotion to Liga Portugal 2, the top-placed teams from both
third-division leagues go into a playoff and create a separate league table. It consists of 8

teams, where each club play each other twice, with a total of 14 matches played, just like a



regular league table. The top 2 clubs that accumulate the most points from the 14 matches are
directly promoted to Liga Portugal 2, and the 3™ team goes into another playoff against the
16" team from Liga Portugal 2. The winner plays in Liga Portugal 2 and the loser in Liga 3.
Like Eredivisie, some of the clubs in Portugal have reserve clubs as well that cannot play in
the same league. Consequently, if a reserve club were to end in a promotion position, the other
club would have to be relegated for the reserve club to be promoted. For example, FC Porto B
finished 1*' in Liga Portugal in 2016; however, since FC Porto did not get relegated in the

same season, FC Porto B remained in the second division in the upcoming season.

2.5 Scottish Premiership

Compared to the other leagues, the Scottish league system is different. The first division,
called the Scottish Premiership, consists of 12 teams and the second and third divisions, the
Scottish Championship and the Scottish League One, consist of only 10 teams. But what
stands out is how the Scottish Premiership season is divided into 2 phases. During the first
phase, each team plays each other 3 times instead of the ordinary 2 and 33 games are played
in total. Furthermore, in the second stage, the league is split in half and creates a top six
section and bottom-six section, and each team plays an additional 5 matches, one against each
of the top-six or bottom-six teams. The accumulated number of points from both phases gives
the final position for each club, however, clubs cannot move out of their league half. In other
words, if a team that finishes in the bottom six, before the second phase, ends up with more
points than a team in the top six when the season is done, it will not be above the top six team
in the final table, irrespective of the points accumulated. When the season is finished, the 12
team in the Premiership is directly relegated to the Championship, and the 11™ team goes into
a relegation. In the Championship, the 1% team is directly promoted to the Premiership, and
the 2" to 4" teams go into a promotion playoff that starts with 3™ and 4 place facing each
other over 2 legs, where the winner continues and plays against the 2" club over 2 legs. The

1™ team from the Premiership, where the winner

winner of the later match plays against the 1
will play, and the loser will play in the Championship. The same system is applied to the

relegation and promotion between the Championship and League One.



3. Economic Theory

Several studies and literature have examined the effects of promotion and relegation before,
and even if their focus is held on the bigger leagues or the bigger picture, they are still very
relevant for this study. The most relevant ones are brought up here, starting with Noll (2002),
who argues that the outcome at the end of the season becomes increasingly salient when there
are sponsorships and broadcast revenue at stake that are massively connected to the top
division visibility. This type of league structure gives an incentive for clubs that are in the
middle or at the bottom of the table to increase their efforts to make the best conditions for the
upcoming season, as it is unclear until the end of the current season. Furthermore, Szymanski
and Kuypers (1999) argue that the uncertainty of the outcome can enhance fan engagement as
the effects of surviving a relegation battle have a pivotal impact on the upcoming season.
Consequently, teams that are around the cutoff for relegation or promotion often experience
tactical changes, player acquisitions or new managerial appointments in the hope of
separating success from failure. This competitiveness grounds the variance in financial
trajectories for clubs, as pointed out in Szymanski & Smith (1997). The revenue from
professional football clubs is derived from numerous sources that are sensitive to changes in
the league status or league positions. A team that finishes at the top of the table will gain more
broadcasting coverage, and the opposite for a team at the bottom of the table. Broadcasting
rights are one of the, or not the one, main sources of income in European football as the
increased demand for televised matches generates lucrative multi-year TV deals with
broadcasters within and outside the country (Andreff & Staudohar, 2000). The income from
broadcasting rights for smaller leagues does not match the scale of the top leagues in Europe,
for instance, the Premier League. But it still represents a large part of a club's operating
budget. In the case of relegation, a drop in the broadcast income, according to Dobson and
Goddard (2011), results in a drop in the club’s operating budget, which leads to cuts in player
wages or staff. Worsening the attraction of the club for targeted player transfers, for instance.
Another pillar in the revenue generated amongst clubs is the matchday revenue from tickets
and sales in kiosks, for example, team apparel. Even if the stadium capacity is not as large as
in the top-tier leagues, the physical presence of fans in the stadium is an important aspect.
Fort and Quirk (1995) explain that the number of fans in the stadium varies with the club’s
division status. If a team gets relegated, it may reduce the crowd since a derby disappears
from the fixtures or star opponents in the best clubs will not attend. Advertising and

sponsorship are also big parts of the revenue. Clubs that have strong attendance, are highly



visible or have a competitive history attract more corporate sponsorships, which increases the
payment due to the high demand. But if a team is relegated, the sponsors often have clauses
that lower the amount paid or give them the right to renegotiate the terms of the contract.
Limiting the opportunities for the club to invest in the squad, youth programs, stadiums or
stadium facilities (Noll, 2002). Overall, the clubs that are relegated experience a negative
shock to their revenue, even if the league has so-called parachute systems. Although many
smaller European football leagues lack such a system, relegated teams are not given the same
amount of help to relieve any of the adjusted operating costs and mount a timely attempt at
making the promotion the next season (Dobson & Goddard, 2011). In some cases, a team can
find themselves in a “yo-yo” cycle where they are promoted one season and are relegated the
next to earn a promotion again. Such clubs often find it hard to fully stabilise their long-term
finances (Noll, 2002). While others struggle to escape the lower division due to insufficient

investments leading to weak performances (Szymanski, 2017).

Promotion, on the other hand, brings an upsurge in broadcast revenue, sponsor interests,
advertisement and matchday revenue. According to Andreff and Staudohar (2000), teams that
are promoted experience an immediate jump in their revenues when entering the first division.
Apart from the broadcast rights and increased matchday revenue, Szymanski and Kuypers
(1999) add that the profile of a promoted club rises. The new improved profile is a more
attractive commercial partner for corporations, and it can enable clubs to recruit higher-
regarded talents for the squad and the staff. However, this sudden increase in clubs' disposable
income can lead to over-optimistic investment to achieve on-field success and keep their place
in the top division. If the club achieves their goal and avoids relegation and manages to
stabilise at the new level, it could be the start of a transformation of the club's fortunes, but it
also increases financial vulnerability. If the club is relegated again, it can create cash-flow
problems or debt if contracts and wage bills are conducted on the assumption of extended top-
flight status (Noll & Zimbalist, 1997). Nevertheless, for well-managed clubs, a good strategy
for promotion-induced funds, whether it is for renovating the stadium, improving the youth

program or buying new players, can yield new and improved stable growth (Késenne, 2000).

Because these financial and sporting outcomes have their basis in the league position,
applying a quasi-experimental method such as the regression discontinuity design can be used
to measure the causal effects of promotion and relegation (Angrist & Pischke, 2014). By
focusing on the clubs that finish just above or below the cutoff for promotion or relegation,

the regression discontinuity design exploits the threshold nature of league position. If clubs



are almost identical in all aspects except for the small margin in league position, crossing the

cutoff can be treated as an exogenous shock (Speer, 2023).
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4. Methodology

The methodology regarding the effect of promotion and relegation is a recreation of Jamin D.
Speer's (2023) regression discontinuity design. The same econometric design is also
implemented to investigate some of the financial effects on the attendance average, with only
the dependent variable changing. However, the rest of the methodology for the financial part
of the analysis will differ and include a matched pair event study with the basis in Fama,
Fisher, Jensen and Roll (1969) that later was formulated by MacKinlay (1997) for corporate
finance data. This is due to insufficient data that makes a full panel or a regression design

impossible to construct.

The data used is hand-collected from the web or the 163 annual reports that were available for
every season between 2009 to 2024 and includes: What season, what country the team is
from, what position the team ended at in the first and second division, if a team finished in a
promotion or relegation zone if they were promoted or relegated, the overall table, total
revenue, matchday revenue, sponsor and add revenue, broadcast right and attendance
average’. The descriptive data is found in Table 1. Similar to Speer, I have collected data for
every team that has played at least one season in the highest division in their respective
country within the examined period. The overall table is also constructed in the same way and
represents a club's final position within the country’s league system. For example, if a club
finishes 4™ in Allsvenskan, its position in the overall table is 4™, but if a club finishes 4™ in

Superettan, its overall table position is 20" since there are 16 teams in Allsvenskan.

2 See the appendix for a more detailed list of every Swedish team's contribution to the data collected from annual
reports taken from the web or provided through my contact attempts.
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Table 1: Descriptive statistics

Variable Observations Mean Standard Min Max
deviation
Overall table 2116 16.380 4.621 1 63
Goal differential 2122 3.980 22.809 -64 90
Points 2122 46.486 15.699 2 142
Attendance average 1994 8232.577  10491.38 50 58828
Total revenue 187 94219.95 97491.9 5277 531866
Matchday revenue 155 20603.61  22043.59 932 87149
Sponsor and ad revenue 163 23086.57 16175.33 818 78768
Broadcast revenue 146 15516.92  10253.45 224 100067

Source: Own calculations in Stata.
Note: All financial metrics are measured in thousands of Swedish Crowns. The overall table represents the
finishing position within the whole country’s league system.

4.1 The effect of promotion and relegation on subsequent
performances

For the effect of promotion and relegation on subsequent performances, a key challenge is the
issue of endogeneity. Promotion and relegation are not randomly assigned but rather depend
on factors such as performance, where better-performing clubs are more likely to be promoted
or avoid relegation, and clubs that are performing worse are more likely to be relegated or
miss out on promotion. According to Angrist and Pischke (2014), when the outcomes are not
random, it creates a significant bias in any direct comparisons, in this case, promoted with
non-promoted or relegated with non-relegated. A normal regression comparing either one of
them would therefore fail to capture the real causal impact. As Szymanski (2017) explained,
teams that are relegated tend to be weaker and run a higher risk of suffering from financial
difficulties. On the other hand, promoted teams tend to be stronger and have stronger financial
resources available, squad depth or better manager tactics, making direct comparisons more

complicated. To deal with this issue, a regression discontinuity design has been implemented.
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According to Angrist and Pischke (2014), it provides a quasi-experimental framework which
enables comparisons between teams just above or below the promotion or relegation
threshold. It assumes that teams that finish just outside either threshold are thought to be

similar in everything except for the treatment.

For estimating the causal impact of relegation, a fuzzy RD is used since it treats crossing the
threshold as an instrumental variable for the probability of relegation. Because all leagues
include at least one relegation playoff, it cannot be assumed that crossing the relegation
playoff implies relegation, hence, it only increases the chances of it. Thus, estimating the
effects of relegation is done in two stages, firstly estimating the risk of being relegated

through the relationship between relegation and league position:
Relegated;, = a, x League position; + a, * Threshold;; + p;; (1)

The independent variable “league position” is the running variable, which is a variable created
that is the league position normalised relative to the relegation cutoff. In other words, it is a
team's league position relative to the relegation cutoff and captures a team's performance in
the season when relegation is determined. The other independent variable, “threshold”, is a
binary variable for whether a club finishes inside the relegation zone or not. This creates a
predicted probability for relegation that is based on where a team finishes relative to the
cutoff. The second stage uses the predicted probability from equation 1 to estimate the impact

of relegation on subsequent performances:
Outcome; 1 = y;1 * League position; + v, * Relegated;, + &;; 2)

Where “League position” is the running variable and “Relegated” is the predicted probability
of relegation. Speer (2023) also adds country and year fixed effects to control for changes

across countries and time, which gives the final regression:
Outcome; .y = y1 * League position;, + y, * Relegated;, + Country; + t; + &; (3)

For promotion, the usage of a fuzzy RD like the one for relegation is not ideal. Some of the
leagues examined, for example, the Scottish Championship, include promotion playofts for 3
teams, which leads to finishing 2" only carrying a small advantage compared to finishing 3™
and 4. This makes it a weak instrument for promotion, even if it does not invalidate the
regression discontinuity design and the threshold is tailored. Thus, instead of making the
threshold as finishing within a promotion zone, the threshold is defined as winning the

playoff. Consequently, the regression discontinuity design becomes sharp instead of fuzzy,
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where all the teams above the threshold are promoted and those below are not. However,
since all the promotion playoffs involve a team from the top division and the top division
team wins the playoff, the estimates are best seen as the benefit of being in the top division in

the consequent year relative to being in the second division (Speer, 2023):
Outcome; .y = By * League position; + B, * Threshold;, + Country; + t; + &; (4)

Just as in Speer’s method, the regression bandwidth is manually chosen but is set at 2 instead
of 3, as it is the maximum teams relegated or promoted is 2, except for Scotland, which in
some seasons only relegated 1 team. Consequently, setting the bandwidth narrower reduces
the bias and focuses on the observations closer to the cutoff, which makes them more
comparable, however, it also reduces the sample size and could increase the variance.
Contrary, a wider bandwidth increases the sample size and reduces variance, but it increases
the sample size, which could introduce biases if the observations are systematically different.
According to Cattaneo and Titiunik (2022), a data-driven procedure is always preferred as it is
more transparent, principled and removes the researcher's discretion. However, since the idea
is to recreate Speer’s (2023) method, the bandwidth will remain as 2. To further validate the
regression discontinuity model, two placebo tests are conducted to examine if there are any

significant jumps at the threshold for both promotion and relegation.

4.2 The effect of promotion and relegation on financial metrics

To examine the effect of promotion and relegation on financial metrics, the average
attendance will be examined first. As Fort and Quirk (1995) explained, the number of fans in
the stadium varies based on the division status and where relegation is likely to reduce the
attendance and vice versa. As strong attendance correlates with higher visibility, it can attract
more corporate sponsorships with increased payments. This gives more opportunities to squad
investments, youth programs investments or renovating stadiums or facilities (Noll, 2002).
The second part will consist of comparing teams' finances that have been relegated and just
survived relegation. This will consist of total revenue, matchday revenue, ad and sponsorship

revenue and broadcasting rights.

The methodology regarding the effect of promotion and relegation on attendance mirrors the
regression discontinuity design. It uses the quasi-experimental framework that is outlined by
Speer (2023) and Angrist and Pischke (2014) and uses the same assumptions as earlier. The

attendance analysis is made by focusing on the attendance average as the outcome measure. It
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is still the same leagues that are examined. However, the data from 2020 onwards is removed
due to the COVID-19 pandemic. As the strategic restrictions applied for fighting the disease
differ between the countries examined, it is not possible to make a fair analysis of the effect
on the average attendance. Hence, the period examined for making the attendance analysis is

based on data for every season between 2009 to 2019.

The regression discontinuity approach for attendance uses the same running variable as the
performance analysis, that is, the normalised league position relative to the cutoff for
relegation or promotion. It captures the club's performance at the end of each season and the
average attendance as an outcome, realising the impact of relegation or promotion and is
leaded accordingly. For instance, if a team is relegated at time t, the average attendance is
measured from season t+1 to t+7. To measure the effect of relegation on the average
attendance, equation 5 is used. The design is still fuzzy as defined earlier, due to the playoff
systems that are involved in the different relegation designs between leagues. Crossing the
relegation threshold does not result in an automatic relegation but rather increases the

possibilities of it.
Attendance; ;1 = y1 * League position; + y, * Relegated;, + Country; + t; + &; (5)

For the effect of promotion on average attendance, the same reasoning as in the performance
analysis is used, and the design is therefore sharp. The equation used can be seen in equation
6. Due to the complexity of the promotion playoffs in different leagues, finishing in the first
promotion spot compared to the last does not bring a significant advantage. Therefore, the

threshold is defined as winning the playoff instead of the finishing position.
Attendance; ;1 = By * League position; + f, * Threshold;, + Country; + t; + &; (6)

As in the performance approach, both equations include the fixed effects for season and
country to control for any annual variations that affect all teams involved and systematic
differences across countries. For instance, attendance trends that are league-wide or changes

in the economic conditions, such as new regulations.

The final part of this analysis examines the effects of total revenue, matchday revenue,
sponsor and ad revenue, broadcast revenue, and profit on player sales. The analysis will be
done for clubs that play in the Swedish league system. However, due to limited data and
cooperation from clubs that have played in Allsvenskan, a full panel or a regression design is

impossible to adapt. Therefore, an event study will be used that is based on matched pairs.
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This way, only two reliable observations are needed, but it still isolates any economic shock
of crossing the threshold for both promotion and relegation. The idea comes from Fama,
Fisher, Jensen and Roll (1969), which was formulated by MacKinlay (1997) for corporate
finance data. Through measuring the outcome just before an event and measuring it directly
after, one can use the percentage swings as the impact of an event. However, instead of stock
prices, I use the revenues mentioned earlier. Hence, I tailor the market model and match each
treated club with the club that finished in a place above or below the cutoff, depending on
whether a team is relegated or promoted. This creates equation (7) for relegation, where every

treated club i's last Allsvenskan season t;,,, and the next season t,¢ are included.

eVitnext _Revi:ttop

R
%ARevenue; = 100 *

(7)

Revi'ttop

Thus, the revenue shock calculated is the percentage change calculated once for an aggregated
turnover and is repeated for every type of revenue. It also removes the influence of inflation,
as both observations are in nominal Swedish crowns, and it divides inflation out of the ratio. It
is also directly comparable between clubs that are of different sizes since the same formula is
applied to every club. For promotion, the same reasoning is done with the only change being
in equation (8) where the treated club i's final Superettan season is defined t,,,, and the first

Allvenskan season remains the same.

Revi,ttop—Revi,tbase

%ARevenue; = 100 * (8)

Revi'tbase

However, due to the small sample sizes and possible idiosyncratic shocks, in other words,
shocks to a club’s output that are not caused by any macroeconomic fluctuations, there is no
attempt to make any statistical inference. The method is descriptive and not causal, but it
works as an anchor for the earlier regression discontinuity designs findings and demonstrates
how abruptly the financial structure of a Swedish club's finances can change due to a single

season’s league position or result.
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5. Empirical Analysis

5.1 Visual analysis

Angrist and Pischke (2014) claim that the regression discontinuity design is based on the key
assumption of continuity and is crucial for its validity. It states that factors that influence the
outcome vary evenly across the cut-off. Hence, any sudden or unexpected change in the
outcome variable at the cut-off can be included in the treatment. In football, this translates to
clubs being just above the relegation, or below the promotion, cut-offs are similar except for
the treatment. Thus, any observed outcome differences between the clubs can be attributed to
the league change. There should also be a jump at the threshold defined between the control

and treatment groups for the regression discontinuity design to be valid.

5.1.1 Visual analysis for relegation

Starting with relegation, Figure 1 shows the relegation probability based on the league's
finishing position. The running variable is coded to make the last relegation position possible
equal to “0”. Since the relegation zone varies between the leagues examined, the relegation

1" place out of 12

positions vary. For instance, in Scotland, the relegation zone starts at 1
teams, meanwhile, it starts at 14" place out of 16 teams in Sweden, but both leagues' last
relegation finishing positions equal 0.

Relegation probabilities by finish

Probability of Relegation

T T T T T
-2 -1 0 1 2
Position relative to last relegation-eligible spot

Figure 1: Relegation threshold.

'
&

Before the relegation threshold, the probability of being relegated is equal to 0 since there is
no possible way for a team to be relegated except if there is any other factor affecting the
relegation, such as disciplinary action due to breaking financial rules. For the first relegation

spot, the probability jumps to approximately 0.5 and not 1 since a team can still avoid
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relegation if they win a playoft. There is a significant jump across the threshold, however, it

acquires a fuzzy relegation discontinuity design since the jump is not equal to 1.

Furthermore, Figure 2 gives an estimate of whether the teams just above or below the
threshold are similar in quality in terms of points and goal differential, arguably the most
season-defining factors for a team. All leagues work the same: a team is rewarded with 3

points if they win a match, 1 point if they draw, and 0 if they lose; meanwhile, the goal

differential is a team's goals scored minus the goals conceded. However, they are not similar

in the number of games played per season. Hence, teams that play more games have a better
chance of accumulating more points, but also risk conceding more goals. Consequently, this
can affect the results, but the central principle remains: a team battling to avoid relegation
most commonly has a low number of points and a negative goal differential since they lose

more games than they win.

Poi | finish
oint totals by finis Goal differential by finish

354

30

Goal differential

25

204

Points

‘ ‘ ‘ : ‘
3 2 | 0 1 2 3 2 4 0 i 2
Position relative to relegation threshold Position relative to relegation threshold

Figure 2: Visual placebo test for relegation.

Thus, if there is a significant difference between the teams around the threshold, there should

be a significant jump at the threshold, indicating that the teams are not comparable in every

aspect except for the treatment, making the regression discontinuity model invalid. As seen in

Figure 2, the teams that are not in the relegation zone have more points and a better goal

differential, however, there is not a significant jump at the threshold, indicating that the
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regression discontinuity model is valid. But similarly to Speer (2023), the goal was to

estimate the effects of promotion and relegation on subsequent performances.

Position 1 year later Position 3 years later
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y Position 7 years later
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Figure 3: Outcomes of subsequent performances. The blue line represents the relegated teams and the red line the

surviving teams.

Consequently, Figure 3 demonstrates the densities of the league position finishes 1, 3, 5 and 7
years after for teams that were on either side of the relegation threshold and visually
demonstrates whether relegation matters for the subsequent year’s performances. Due to the
regression discontinuity design being fuzzy, some teams avoided relegation even if they were
in the relegation zone, but were still included in the “Relegated” side. Contrary to Speer’s
(2023) 5 leagues examined, the leagues selected for this examination differ in the number of
clubs that are playing in the top division. This explains the higher density of “safe” teams one
year later. For instance, Scotland includes 12 teams, but the Netherlands include 18 teams,
making the density increase for the league finishes that are lower than the first relegation zone
in the Netherlands. The same thing goes for Sweden and Norway, which also include fewer
teams than the Netherlands. The outcome 1 year later is due to fundamental factors since

teams just been relegated always finish in a higher position than the year prior. By year 3,
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there are still differences between the relegated and safe teams, and the safe teams are more

likely to finish in a higher position than the relegated teams. But a large part of the relegated

teams tends to finish at the top of the second division rather than continue plummeting down

the league system, as in Speer’s (2023) examination. The density of league finished 5 years
after being relegated is almost identical to the positions found 3 years later, with the
difference being in the teams that were safe and mostly finished in the middle, or lower
middle, of the first division. However, after 7 years, the difference between “relegated” and

“safety” is neutralised, and there are no longer any visual effects between them.

5.1.2 Visual analysis for promotion

Like the relegation part above, the same visual analysis will be done for promotion. Firstly,

Figure 4 shows the probability of promotion where “0” is the running variable for finishing in

the 3 place in the second division. However, the regression design for promotion is sharp,
contrary to the fuzzy regression design. Therefore, the graph does not reflect how the
regressions are done, since winning the playoft is used instead of finishing position. The
probability of being promoted jumps by 0.3 between finishing 4™ and 3™ and it becomes

stronger in countries that only have automatic promotion and do not include any playoffs.

Promotion probabilities by finish
1 i I

Probability promoted

T T T T T T
-3 -2 -1 0 1 2
Position relative to third in second division

Figure 4: Promotion threshold.

In Figure 5, the point and goal differential for teams on both sides of the threshold is
demonstrated. Contrary to the teams around the cutoff for relegation, it seems that the
difference between finishing just outside or inside the cutoff is larger. However, it could be
due to the different number of games played between the leagues, which affects the

difference.
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Figure 5: Visual placebo test for Promotion.

There is a significantly bigger jump in both the points and the goal differential, which could
be a result of the teams being different in other aspects, except for the treatment, which would
violate the assumption of continuity. We will return to that later with a constructed placebo
test. Regarding the points, the first position for promotion has more points than the team that
finished above them in the league table. This is due to the fewer teams in the Scottish league.
Since there are only 2 teams promoted, the running variable is only 0 or 1 for the Scottish
league and since the 2" team can have more points than a team that finishes 3™ in 2™ in the
Swedish league. There are also more games played in the Scottish league, increasing the

chances of higher points accumulated over a season.
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Figure 6: Outcomes of subsequent performances. The blue line represents the promoted teams and the red line
the non-promoted teams.
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Figure 6 depicts the outcome of promoted teams and non-promoted teams. However, the
threshold is defined as winning the playoft and not winning the playoff for the finishing
positions in the promotion zone. Here, the effects of promotion are completely gone 5 years
after the promotion and teams that were not promoted tend to finish in a higher finishing
position than the teams that were promoted. This becomes more evident 7 years later when
the teams that were promoted are more spread out across the league system compared to the
non-promoted teams. But evidently, promotion influences subsequent performance even if it

1s for a shorter amount of time.

5.2 Placebo test

Before analysing the results, two placebo tests are done for both relegation and promotion to
check whether there is a significant jump at the threshold or not, as seen in Table 2. For
relegation, both the placebo tests for points and goal differential are statistically insignificant,
0.126 and 0.095, respectively. This implies that there is no difference between the teams just
above and below the relegation threshold and that they are fairly similar in the season-

defining metrics used, making the continuity assumption.

Table 2: Placebo test outcomes for relegation and promotion

Relegation Promotion
Points Goal diff Points Goal diff
Relegation -10.773 -12.690
(7.033) (7.606)
P-value 0.126 0.095
Promotion 12.802%* 18.003*
(0.977) (0.694)
P-value 0.000 0.000
Running -0.274 -1.240 -1.305* -1.953*
variable (2.056) (2.380) (0.438) (0.694)
R-squared 0.3641 0.4509 0.546 0.4164

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. The relegation regressions are IV regressions, and the promotion regressions are OLS
regressions. Both regressions include fixed effects for season and country.
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By contrast, the promotion placebo test shows a large jump in both points and goal differential
that is statistically significant. This indicates that the teams inside the promotion zone differ
considerably from the teams outside of it. In other words, the teams that finish around the
threshold are not random, and teams that are above it are stronger in several ways, for
example, a better squad, a better manager, better mental strength and so on. As a result, the
continuity assumption does not hold, and the placebo test suggests that there is a potential bias
in the promotion design as teams near the cutoff are systematically different. However,
although it can be due to systematic differences, there is a possibility that it arises from
structural variation across leagues. For instance, the Portuguese and Dutch second division
also involves B-teams of the top teams in the country that are restricted from competing in the
same positions as their A-team, which almost always are in the top division. As a result, they
are not involved in the promotional playoffs, giving the spot to a worse team that is not
similar in quality to the B-team. Creating a greater separation between teams that are on either
side of the threshold. In the Netherlands, the team cannot get relegated from the second
division, which might also create a greater separation in quality, as much worse teams remain
in the same competition. Finally, as earlier mentioned, the total number of matches played
across the different leagues affects the number of points and goals a club can accumulate
during a season. This might create a situation where the stronger teams with the best
performance metrics are more likely to end up in the promotion zone and inflate the measured
jump in the placebo test. In other words, when trying to evaluate the similarity between teams
in leagues where more games are played with leagues with fewer games, the teams in the
leagues with more games will look systematically better even if they are not. By mixing these
league formats, the measured jump in the placebo test can be magnified. However, even if
these factors might explain the violation of the continuity assumptions, the results of the
promotion regression should be interpreted with caution, as the results of the effects are not

fully causal.

5.3 Relegation analysis

The results of running Equation 3 for 7 years' future outcomes are shown in Table 3, where
the position column is the y, coefficient, which is the causal effect of relegation on future
outcomes, and the probability column is the probability of being in the top division. In all the
regressions for the subsequent outcomes, the standard errors are clustered around the running

variable as in Speer (2023). According to Abadie, Athey, Imbens & Wooldridge (2023),
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clustering the standard errors is appropriate when the sampling involves clustered data, as it
accounts for any potential correlation in outcomes within the same cluster, for example, teams
that are grouped by league structure. It also helps with the possible correlation in promotion
or relegation within leagues and accounts for the design characteristics of the experiment.
Since the running variable is discrete, teams that are compared above and below the threshold

can share the same value, introducing potential correlation among the observations.

Table 3: Effects of relegation

Years After Full sample Consistent sample Outliers trimmed

Relegation  Position  P(top div.)  Position P(top div.) Position P(top div.)

1 9.527* 11.880* 7.641%
(0.257) (1.566) (1.049)
2 5.704% -0.184* 7.616*  -0.533* 2.620 -0.052*
(1.431) (0.054) (1.203)  (0.090) (1.568) (0.076)
3 4.060* -0.236* 7.223%  -0.474* 0.089 0.007
(2.251) (0.101) (3.407)  (0.193) (3.890) (0.212)
4 3.414% -0.054* 6.076*  -0.378 0.752 0.176
(1.136) (0.108) (1.124)  (0.230) (2.864) (0.217)
5 -0.215 0.005 7.149 -0.272 -0.731 -0.092
(1.744) (0.048) (4.009)  (0.200) (2.932) (0.076)
6 4.779 -0.243* 10.872  -0.672 6.533 -0.300*
(3.375) (0.087) (5.813)  (0.321) (3.530) (0.108)
7 9.348 -0.093* 9.348  -0.338* 11.718* -0.224%
(5.560) (0.006) (5.560)  (0.115) (5.859) (0.075)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate IV regression and includes fixed effects for season and country.
The full sample includes all teams within the relegation threshold. The consistent sample only includes teams
observed for 7 years after their relegation. The trimmed sample excludes the top and bottom 5% of the
observations to remove any potential outliers.

Furthermore, all the regressions were conducted with a bandwidth of 2, in other words, 2
teams above and below the threshold. The reason is that for most of the leagues, only 2 teams
were in the relegation zone, or on the treatment side of the threshold. Including 3 teams would

have been feasible in certain cases, such as the Scottish League, since the relegation zone only
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includes 2 teams. For the sake of consistency and comparability across leagues, the bandwidth

was held constant.

In the first regression, the whole sample is used, and every team that is within 2 places of the
threshold is included. Just as in Speer (2023), higher numbers in the position column are
worse, and for the probability of being in the top division, higher numbers indicate a greater
probability of being in the top division. The estimate for the first year after relegation shows
an increase of approximately 9.5 places in the finishing position of the league standings. In
other words, relegated teams tend to finish roughly 9 places worse in the overall table the
season immediately after relegation. But after 2 years, the effects have almost been reduced to
half of it at 5.7 places and show a partial recovery. By the 4" year, the effects have declined
further to 3.4 places worse than the surviving teams, indicating that the effects of relegation
diminish over time. This is also recognised 5 years after the relegation, as the relegated
outperforms the surviving teams by 1.2 places, though the results are statistically insignificant
for year 5 and onwards. However, the point estimates imply that the effects increase again
after 6 years, and the effects return to almost the same effect as in year 1 for 7 years after
relegation. By looking at the probability, instead, the relegated teams are 18.4% less likely to
play in the top division 2 years after the relegation, compared to the surviving teams. The
probability of playing in the first division further decreases to 23.6% in year 3 and recovers in
year 4 to 5.4%. In year 5, the probability is no longer statistically significant, and there is no
difference in the probability of playing in the first division. For years 6 and 7, the results are
statistically significant again, and the relegated teams are once again less likely to play in the
first division. However, the latter results should be interpreted with caution, even if the overall

point estimates suggest that the effect of relegation remains 7 years after the occurrence.

In columns 3 and 4, the sample is restricted to only including teams that are within the sample
for all 7 years and consequently excludes the recently relegated or surviving teams. This made
a significant difference in the effect of relegated teams' positions. After 1 year, the effect of
relegation is 11.9 positions worse than the surviving team. For the 2™ year, the effect
decreases to 7.6 and remains approximately the same for the 3™ year until it eventually
decreases to 6.1 in the 4™ year. There is a greater difference in the finishing position between
relegated and surviving teams when having a more consistent sample. From the 5" year
onwards, the effects are statistically insignificant but still have point estimates that suggest a
lasting effect of relegation. The probability of being in the first division is significantly higher

when using a consistent sample. For year 2, the probability of playing in the first division is
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53.3% less than the surviving teams, and in year 3, it is 47.4%. For the next 3 seasons, the
probability is not statistically significant, but it remains greater than when the full sample is
used. The remaining columns 5 and 6 are the results of the regression when the top and
bottom 5% are removed from the sample. However, the results are statistically insignificant 2
years after the relegation, and the point estimates from years 3 to 6 suggest that there is no
effect of relegation. This could imply that the results are driven by some outliers that have
been relegated in consecutive seasons, which greatly impacts the overall table. This is further
strengthened by the probability of playing in the top division, where relegated teams are only
5.2% less likely to play in the top division 2 years after the relegation than the surviving
teams. From years 3 to 5, even if the results are statistically insignificant, the probability
outcomes rather suggest that the relegated teams are more likely to play in the top division
than the surviving teams.

Table 4: Effects of relegation with adjusted running variable

Years After Full sample Functional form Running Squared

Relegation Position P(top div.)  Position P(top div.) Position P(top div.)

1 9.205* 9.716* 9.953*
(0.363) (0.292) (0.266)
2 4.175%  -0.153%  5.160%  -0.244% 3.775* -0.230*
(1268)  (0.048)  (0.889)  (0.059) (0.421) (0.023)
3 3.762%  -0.199%  4.082%  -0.234* 1.733% -0.180%
(1.624)  (0.084)  (1.252)  (0.031) (0.444) (0.072)
4 3.374%  -0.148%  3.787*  -0.121 2.899* -0.089
(1216)  (0.059)  (3.787)  (0.083) (1.185) (0.072)
5 -1.151 0.058 1.036 -0.044 0.111 -0.070
(1.085)  (0.048)  (2.043)  (0.067) (2.140) (0.072)
6 4779  -0.238* 6.244  -0.237* 5.765 -0.228%*
(3375)  (0.085)  (3.589)  (0.073) (3.651) (0.083)
7 9.348  -0.091*  10.605*  -0.131* 12.282% -0.140%
(5.560)  (0.005)  (3.777)  (0.027) (3.352) (0.028)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate IV regression and includes fixed effects for season and country.
The functional form allows for the running variable to differ on both sides of the relegation threshold. The
squared form captures any non-linear relationship.

26



Furthermore, I included 2 extra regressions where I added the functional form of the running
variable and the running variable squared. Imbens and Lemieux (2007) mention how to
implement the regression discontinuity design and how using polynomial specifications can
help capture nonlinearities. The functional form allows the slope of the curve to be different
on both sides of the threshold. It allows for detecting any changes in the curve of the outcome
variable that otherwise are masked by a simple quadratic specification or are simply linear. It
ensures that there is no discontinuity at the threshold, which is consolidated with a shift in the

slope and contributes to a more accurate treatment effect.

In Table 4, columns 4 and 5 represent the functional form, and there is a small increase in the
effect of relegation, but it is not much. At year 4 and the last significant result, the effect of
relegation is 3.8 when letting the slope be different compared to the 3.4 before. The
probability of playing in the top division also experienced a slight increase until 3 years after

the relegation, to 23.4% or 3.5% less likely compared to the full sample.

In columns 6 and 7, the results of including the running variable squared are presented.
Including the running variable squared allows for capturing any curvature or nonlinearity in
the outcomes that are related to the distance from the threshold. The ordinary regression
discontinuity design assumes that there are smooth changes in the outcome with the running
variable on both sides of the threshold, except for the jump. However, sometimes the outcome
can have a sharp curve that is downwards or upwards, which an ordinary, simple linear term
might miss. Hence, including the squared running variable can accommodate these
possibilities and ensure that the treatment effect is not due to any misspecified relationship
between the running variable and the outcome. As seen in the table, the effect 1 year later
remains fairly the same, but for the subsequent years until year 6, the effect of relegation is
smaller. This implies that for the teams around the threshold, the impact of relegation does not

increase linearly in proportion to their finishing position away from the threshold.

Overall, while there might be slight differences in the outcomes of the regression when
including the functional form and running variable squared, the narrative that relegation
affects subsequent performances does not change. Relegated teams still tend to have a
finishing position worse than the teams that just survived the relegation. However, the
differences that were observed suggest that the pure linear assumption might oversimplify the

shape of the relationship.
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5.4 Promotion analysis

For promotion, equation 4 is estimated using a bandwidth of 2, and instead of being a fuzzy
design, it is sharp, with the threshold being defined as winning the playoff. However, as
earlier mentioned, the continuity assumption does not hold for promotion, and its findings
provide essential context when interpreting the results in Table 5. Just as for relegation, lower

numbers are better for position, and higher numbers are better for the probability.

Table 5: Effects of promotion

Years After Full sample Consistent sample Outliers trimmed
Promotion  Position P(top div.)  Position P(top div.) Position P(top div.)
1 -9.934* -9.484%* -9.934%*
(0.302) (0.512) (0.302)
2 -5.484* 0.356%* -4.231%* 0.334%* -5.484%* 0.379%*
(1.369) (0.077) (1.674) (0.103) (1.369) (0.086)
3 -4.017 0.231* -0.272 0.254 -4.017 0.248
(1.833) (0.102) (2.292) (0.137) (1.833) (0.108)
4 -3.255 0.148 -2.894 0.202 -3.246 0.150
(2.229) (0.095) (2.523) (0.160) (2.243) (0.097)
5 2.016 0.0539 -0.997 0.074 -0.461 0.061
2.480 (0.092) (2.850) (0.155) (2.527) (0.098)
6 -0.512 -0.005 -0.615 -0.023 -0.512 -0.005
(2.982) (0.115) (2.929) (0.205) (2.982) (0.120)
7 0.754 -0.004 0.754 0.006 0.754 -0.003
(2.056) (0.062) (2.056) (0.119) (2.056) (0.065)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate OLS regression and includes fixed effects for season and
country. The full sample includes all teams within the relegation threshold. The consistent sample only includes
teams observed for 7 years after their promotion. The trimmed sample excludes the top and bottom 5% of the
observations to remove any potential outliers.

Starting with the full sample, teams that were promoted finished approximately 10 places
above the teams that just missed out on promotion. However, the effect is cut in half after just
2 years to 5.5 places and the teams promoted are only 35.6% more likely to play in the top

division compared to the teams that just missed the promotion. From year 3 and onwards the
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effects are no longer statistically significant, but the point estimates suggest that the effect of
promotion lingers 2 additional years until the 5™ year, when promoted teams tend to finish
below the teams that were not promoted. The same pattern is reflected in the probability that

diminishes with every year that passes, and is almost 0 for years 6 and 7.

When using a consistent sample, the immediate effects are like the full sample but decrease
more for the second year, which is also the last year that is statistically significant. From year
3 onwards, apart from year 4, the point estimates suggest that the effect is almost 0. The
probability does not make any notable change compared to the full sample either, remaining
fairly close to the first estimates. Lastly, the outliers are trimmed from the sample, and the
effects and probability are almost identical to when using the full sample. The only exception
is the year effect on position for year 5, where the point estimates suggest that the effect is
close to 0 when the outliers are trimmed. Similarly, the effect is only statistically significant

until year 2.

However, since the placebo test for promotion indicated a potential bias due to the violation of
the continuity assumption, these results must be interpreted with caution. Since the teams
around the threshold are not similar in every way except for the treatment, there are
systematic differences between the promoted teams and those who just missed out on
promotion, making the promotion effect not purely causal. Hence, there cannot be any
conclusions made on whether the effect of promotion has any effect on subsequent
performances. What can be said is that there seems to be a possibility that the performance
jump reflects the fact that promoted teams were stronger to begin with. It appears that the
newly promoted teams have a short-run advantage in their position finish and remain in the
top division more frequently until 3 years after the promotion, compared to the teams that just
missed out on promotion (seen in Figure 6). However, at least a part of that benefit comes

from existing strengths rather than the promotion itself.

5.5 Attendance average relegation

In Table 6, the regression discontinuity results for the regression effect on attendance average
in subsequent seasons are presented. Just as in the earlier regressions, the same independent
variables are used, with the only change being in the dependent variable seen in equation 7.
The standard errors are still clustered around the running variable accordingly to the

recommendations in Abadie, Athey, Imbens & Wooldridge (2023).

29



Table 6: Effect of relegation on attendance average

Years After Full sample Consistent sample Outliers trimmed
Relegation Position Position Position
1 -1286.8* -4343.3* -1594.6*
(525.4) (624.7) (213.6)
2 -778.9% -3888.9* -1129.9*
(198.4) (1489.5) (445.3)
3 71.3 -3553.5* -891.3
(824.6) (1248.3) (719.5)
4 -1362.1 -4015.3* -2308.3*
(858.7) (1397.1) (609.2)
5 -1470.5* -4019.3* -1813.5%*
(738.5) (914.9) (720.4)
6 -2464.9 -3490.2* -2988.4
(1493.0) (1674.3) (1805.7)
7 -4346.6* -4346.6* -5161.4*
(1138.5) (1138.5) (1466.2)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate IV regression and includes fixed effects for season and country.
The samples are the same as described in Table 2, with only the dependent variable changed to the average
attendance.

The regression is done with the full sample, a consistent sample and with the outliers trimmed
as previously. The first year after relegation shows a statistically significant impact on the
attendance average for all samples. When using the full sample size, the average attendance
decreases by approximately 1287 spectators per match, and when the outliers are trimmed, the
effect is 1595 spectators per match. However, the biggest effect is shown when using a
consistent sample that only includes teams that have data for all 7 years. The effect on average
attendance becomes 4343 spectators per match. A significantly bigger effect compared to the
other sample alternatives. The effect remains for the 2" subsequent season, and the
attendance decreases significantly across all the samples, with the consistent sample showing
the largest effect of relegation and a decrease in the attendance average by 3889 per match.
All the regression results are also statistically significant for the second year, indicating that
the effect of relegation remains. For the 3™ and 4 year, the consistent sample keeps showing
a statistically significant negative impact. However, the full sample shows statistically

insignificant results for the 3™ year and onwards, except for the 5" year, and suggests that
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there is heterogeneity in the attendance recovery among the clubs. Therefore, there cannot be
any causal conclusions made; however, the point estimates still suggest that there is a negative

impact on the attendance average.

When trimming the outliers, the results are also statistically insignificant for the 3™ year and
but return to being statistically significant in the 4™ year. Hence, there is a possibility that the
effect has diminished in the 3™ year, but the point estimates suggest that there is another

reason why the result became statistically insignificant.

Interestingly, the 5™ and 7™ year after relegation shows a significant decrease in attendance
for all samples, which reflects a long-term struggle in fan engagement amongst relegated
clubs. Although the full sample regression has been statistically insignificant in years prior,
any conclusions made from the regression are not trustworthy. The same applies to the sample
with outliers trimmed, which had an insignificant result in years 3 and 6. However, the
consistent samples show that there is a statistically significant impact on the attendance
average in subsequent seasons due to relegation. The results imply that the biggest effect,
when using the consistent sample, is 7 years after the relegation occurred, and the spectators
per match decreased by approximately 4347. Overall, the results found are aligned with the
economic theory from Dobson & Goddard (2011), Noll (2002) and Fort & Quirk (1995) that
highlight that relegation negatively impacts a club’s average attendance. The size of the
negative impact varies across the samples and shows that while some clubs manage to
partially recover, many face attendance challenges that will directly impact their financial

stability and competitiveness.

5.6 Attendance average promotion

The effects of promotion on the attendance average in subsequent seasons are estimated using
equation 8, and the results are shown in Table 7. Opposite to the effects of relegation, the
results for promotion are largely statistically insignificant and imply that there is a limited
impact on attendance in the long term. Initially, there is some evidence of an increased effect
on spectators per match in the 1 year after promotion in the consistent and trimmed sample,
with the effect of approximately 1700 spectators per match. But the full sample is statistically
insignificant from the 1 year until the 7™ which contradicts what the economic theory

suggests. According to Dobson & Goddard (2011), Noll (2002), promotion should initially
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attract greater interest from the fans and increase the spectators per game due to more

attractive fixtures, star players or a higher competition of opponents.

However, the effect quickly diminishes for all samples, and in the 2" and 3™ years, the effect
on attendance differences is statistically insignificant across all samples and is close to zero
for the consistent and trimmed samples. This can reflect promoted teams struggling against
better opposition and failing to retain new or casual fans that were attracted by the initial
success the team achieved. Another possible explanation for the highly insignificant results
can be that the teams that fought for promotion already experienced increased attendance
during the promotion season. Through improved results, successful performances and
anticipation of promotion itself could increase the spectators per game. Consequently, the
increased attendance numbers will continue into the next season and therefore not change

significantly due to the already high spectator levels.

Table 7: Effects of promotion on attendance average

Years After Full sample Consistent sample Outliers trimmed
Promotion Position Position Position
1 2422.1 1699.9%* 1654.0%*
(1316.0) (389.2) (404.2)
2 953.4 78.8 79.1
(1535.3) (443.9) (453.0)
3 241.1 -187.7 -315.3
(1546.6) (451.5) (447.3)
4 3898.1 -856.4 -1029.7*
(1295.0) (383.3) (340.5)
5 -271.8 -1196.2* -1398.4*
(553.4) (455.1) (368.9)
6 -686.9 -865.1 -1011.0
(398.9) (485.4) (365.9)
7 -1208.8* -1208.8* -1163.5%
(388.7) 388.7 (344.2)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate OLS regression and includes fixed effects for season and
country. The samples are the same as described in Table 4, with only the dependent variable changed to the
average attendance.
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Furthermore, the consistent and trimmed samples in the 4" and 5" years are clear examples of
what can happen if clubs are unable to establish themselves in the top division. The negative
results suggest that promoted teams experience a decrease in spectators per game. For
instance, if teams have a decline in performance with results that match it, it could lead to
returns to lower divisions, which may see the fan interest diminish significantly. Especially if
the initial enthusiasm and support from the fans are not supported by the performances on the
field. For the trimmed sample, these negative results are also statistically significant and even
though no causal impact should be made, the point estimates still go towards diminishing

spectators per game.

Additionally, the statistically significant results for year 7 across all samples indicate that any
prolonged instability after promotion can harm fan engagement with a negative effect across
all samples of 1200 spectators per match. This negative effect can also be due to repeated
cycles of promotion and relegation, and reduced expectations over time. Overall, these
statistically insignificant findings suggest that clubs need to maintain their on-field success to
utilise the full potential of attendance benefits. If not, the initial excitement of promotion

diminishes rapidly and results in reduced expectations over time.

5.7 Effect of relegation on financial metrics in the subsequent season

The main idea was to examine the effect of relegation and promotion on more than the 1%
subsequent year following the outcome. Due to insufficient data and limited cooperation from
Allsvenskan clubs, it was impossible. Furthermore, it narrowed the clubs available for the
episodes and led to inconsistency in the teams compared across all the revenue streams.
However, the biggest effect of relegation and promotion can still be estimated, even if there

cannot be any casualties determined, it still provides a descriptive analysis.

Firstly, the raw percentage points given by the method leave a little room for ambiguity. When
one club leaves Allsvenskan, its finances experience a contraction, meanwhile, the club that
just survived a potential relegation starts to edge ahead the same day the season ends. Total
revenue is the clearest benchmark for such an event. In Table 8, the effect of relegation on
total revenue is shown; however, all the occurrences possible during the COVID-19 pandemic

in 2019 and 2020 are excluded as the results are not representative of the real effect.
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In 8 of the 9 episodes recorded, the total revenue fell for the teams that were relegated by
approximately a quarter. The two observations in 2017 from Jonkoping Sodra and Halmstad
BK both lost 25% of their income the year after relegation and in their first season in
Superettan. However, GIF Sundsvall, that were the first safe team above the relegation zone
in 2017, increased their income by 27.9%. This creates a 53.4%-point gap between the team
that finished 13" and 14™ in Allsvenskan in only 12 months. A clear example of Dobson and
Goddard’s (2011) economic theory is that European football finances behave like a leveraged

position on a divisional status.

Table 8: Effect of relegation on total revenue

Season Relegated club Change Survivor club Change  Difference
% % | %|
2017 JonkGping Sodra  -25.5% GIF Sundsvall 279 53.4%
2017 Halmstad BK -25.4% GIF Sundsvall 27.9 53.3%
2018 Brommapojkarna 8.4% IK Sirius 1.2 7.2%
2021 Orebro SK -8.0% Degerfors IF 25.9% 33.9%
2021 Halmstad BK -10.9 Degerfors IF 25.9% 33.9%
2021 Ostersund FK -42.4% Degerfors IF 25.9% 33.9%
2022 Helsingborg IF -16.5% Varberg BolS -2.4% 14.1%
2022 GIF Sundsvall -26.9% Varberg BolS -2.4% 24.5%
2023 Varberg BolS -35.2% | Brommapojkarna  61.3% 96.5%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

Even if the change in total revenue gives an understanding of the broad effects of relegation,
breaking down the categories allows for a more nuanced and detailed understanding of the
response to relegation. One of the most elastic components of total revenue is the matchday
revenue, since it is driven by consumer choices. In the episodes observed, seen in Table 9, the
relegated teams lost on median, approximately 31% of their matchday revenue, meanwhile,

the teams that just survived relegation experienced an increase of 17.5%, on median, in their
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matchday revenue. However, there are some extremes. In 2017, Jonképing Sodra experienced
a decrease of 66.5% in their matchday revenue due to the relegation, and Degerfors IF
increased income by 49% for remaining in Allsvenskan. Furthermore, all the relegated teams
experienced losses, and the survivors gained. The gaps between relegated and surviving teams
support Fort and Quirk’s (1995) theoretical model. Under a reasonable estimate of fan utility,
if the quality of the product falls abruptly, the marginal supporters stay away. As the prestige
teams, competitive matches, and star players disappear, some supporters lose their incentive

to support the team or watch football.

Table 9: Effect of relegation on matchday revenue

Season Relegated club Change Survivor club Change  Difference
% % | % |
2017 JonkGping Sodra  -66.5% Kalmar FF 16.5% 83.0%
2017 Halmstad BK -34.6% Kalmar FF 16.5% 51.1%
2021 Orebro SK -19.8% Degerfors IF 49.0% 68.8%
2021 Halmstad BK -8.8% Degerfors IF 49.0% 57.8%
2021 Ostersund FK -23.0% Degerfors IF 49.0% 72.0%

2022 Helsingborg IF -39.0% Varberg BolS 17.5% 56.5%
2022 GIF Sundsvall -26.9% Varberg BolS 17.5% 44.4%

2023 Varberg BolS -54.8% IFK Goteborg 12.9% 67.7%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

Another revenue component is the income from sponsors and ads, which is seen in Table 10.
It does not react as heavily or as consequentially as the matchday revenue, but in 5 out of the
9 episodes, the income generated drops mostly between 20 and 40%. Contrary, the majority of
the surviving club's revenue increases. Partly, this follows Noll’s (2002) idea that relegation
clauses in contracts can be activated when clubs experience relegation. If that were 100%
correct, then there should not be any increases in the relegated clubs' revenue in the

subsequent season. Hence, one possible reason for this can be that the contracts between both
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parties do not work according to Noll’s (2002) opinion, or there can be a different mindset
towards sponsorships and ads in the Swedish football culture. However, there is no possibility

of being 100% certain of what the reasons are.

Table 10: Effect of relegation on sponsor and ad revenue

Season Relegated club Change Survivor club Change  Difference
% % [ % |
2017 Jonkoping Sodra  -40.2% Kalmar FF 5.6% 45.8%
2017 Halmstad BK -25.4% Kalmar FF 5.6% 31.0%
2018 Brommapojkarna 9.5% Elfsborg -13.4% 22.9%
2021 Orebro SK -4.0% Degerfors IF 27.0% 68.8%
2021 Halmstad BK 17.2% Degerfors IF 27.0% 9.8%
2021 Ostersund FK -32.4% Degerfors IF 27.0% 59.4%
2022 Helsingborg IF 43.4% Varberg BolS -9.7% 53.1%
2022 GIF Sundsvall 4.1% Varberg BolS -9.7% 13.8%
2023 Varberg BolS -19.9% | Brommapojkarna 1.3% 21.2%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

The last component of revenue examined in this paper is the broadcast revenue. It is a
deterministic component since the Swedish football organisation distributes television money,
almost fully, on a divisional basis. The clubs in Allsvenskan receive a larger payment
compared to the clubs in Superettan, as they attract the most viewers. The results are shown in
Table 11. and matches this logic. A relegated team suffers from at least a drop of 20% of the
broadcast revenue, but the surviving clubs all increase their income, except for IFK Goteborg
in 2023. The greatest effect in income observed is Ostersund FK, which experienced a drop of
almost 60%, meanwhile Hicken gained 9.6% in 2021. A percentage point difference of
69.1%. Thus, since media distributions are predictable, a board of a club can, in theory, hedge
itself against the risk. Although the annual reports find that only a few do it. The wages are

based on top division revenue, and when relegation occurs, they are forced to sell assets. Such
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assets can be players or staff. However, due to the insufficient amount of data available, any
episodes within the examined period were not possible to find, except during the COVID-19
pandemic. Therefore, an analysis based on net profit in player sales was not possible to
construct efficiently. However, Szymanski (2017) links the asymmetry to relegation clauses in
player contracts that tilt the bargaining power towards the buying club when the relegation is

confirmed.

Table 11: Effect of relegation on broadcast revenue

Season Relegated club Change Survivor club Change  Difference
% % [ % |
2017 Jonkdping Sodra  -49.9% Kalmar FF 17.0% 66.9%
2017 Halmstad BK -19.9% Kalmar FF 17.0% 36.9%
2021 Orebro SK -29.9% Hiacken 9.6% 39.5%
2021 Halmstad BK -46.7% Hiacken 9.6% 56.3%
2021 Ostersund FK -59.5% Hiacken 9.6% 69.1%
2022 Helsingborg IF -36.2% Varberg BolS 0.7% 36.9%
2022 GIF Sundsvall -56.8% Varberg BolS 0.7% 57.5%
2023 Varberg BolS -53.4% IFK Goéteborg -2.7% 50.7%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

Overall, these 4 categories feed on each other. If a relegation occurs and the crowd shrinks,
the matchday income decreases. It also diminishes the brand exposure that weakens sponsors’
and corporations’ willingness to pay, which worsens the clubs' bargaining power. From the
earlier regression discontinuity design regarding the attendance average, a relegated team

stands to lose 1300 to 4000 spectators per game in the 2 upcoming seasons.

Furthermore, translating the spectator numbers into absolute Swedish crowns and roughly one
quarter of the total revenue is lost. This embraces the fact that the relegation shock affects all
the contracts that are connected to the club's visibility. However, as mentioned before, since

there are only two consecutive accounts for each of the episodes, any distinction between
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what permanent damage is and only a temporary retrenchment cannot be made. Some clubs
manage to bounce back with a promotion the following season or control their costs well.
Meanwhile, some teams can go into idiosyncratic shocks, as the Ostersund FK Governance
crisis or Brommapojkarna's youth sale windfall. However, with the overall consistency across
the independent events for all categories that all depend on separate customer bases,
spectators and contracts, it makes a conclusion hard to escape. When the football system lacks
a parachute system that supports relegated teams, the relegation itself can be seen as a
financial cliff. A single point, or goal, difference can inflict a 25% loss on the total revenue
generated by a club. While the same point or goal can result in incremental growth that
magnifies over time. Thus, policymakers and directors who worry over the competitive
balance or budget under a risk should see the top division revenue as a bonus rather than a
baseline. Especially, teams that know in advance that they will find it difficult in the

upcoming s€ason.

5.8 Effect of promotion on financial metrics in the subsequent
season

Just as when estimating the effects of relegation, the teams compared across the revenue
streams differ. According to the episodes, promotion from Superettan to Allsvenskan
significantly increases the total revenue. However, the magnitude of the uplift varies across
the different revenue streams and between the clubs. For total revenue seen in Table 12, the
median increase is approximately 45%, although the largest effect is 115.9% and the smallest
is 16.6%. However, as mentioned in the methodology, since there was limited data available,
the survivor clubs are not the teams directly under the promotion threshold; for instance,
Orgryte IS finished 8™ in Superettan 2021. Although the main idea remains the same, and
even if the comparisons are not optimal, promotional improvement can still be seen. The most
optimal comparisons available are Varberg BolIS in 2015 and 2016, where they finished in 51
and 6™ respectively, and Orgryte IS in 2018, where they finished 4™. Hence, the analysis will
focus more on these seasons as they provide a more reliable comparison. The 3 observations
make a clear example of the immediate effect of promotion, not least Ostersund in 2015, as
they experienced a 66% increase in their first Allsvenskan season. Meanwhile, Varberg BolS
only managed to increase it to 6.8%, a difference of 59.2%. Both Halmstad BK and
Falkenberg FF in 2016 and 2018 repeated the pattern, and their counterparts experienced a
loss of roughly 5.4%. These observations justify Andreff and Staudohar’s (2000) claim that
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promotion works as a one-time “revenue accelerator” where the instant increased broadcast
revenue, sponsorship tiers and improved opponents combine and practically re-value and
increase the commercial assets associated with the clubs.

Table 12: Effect of promotion on total revenue
Season  Promoted club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 66.0% Varberg BolS 6.8% 59.2%
2016 Halmstad BK 20.7% Varberg BolS -5.5% 26.2%
2018 Falkenbergs FF 16.6% Orgryte IS -5.3% 21.9%
2021 Helsingborg IF 44.8% Orgryte IS 25.4% 19.4%
2021 GIF Sundsvall 40.5% Orgryte IS 25.4% 15.1%
2021 IFK Virnamo 115.9% Orgryte IS 25.4% 90.5%
2022 Halmstad BK 68.5% AFC Eskilstuna 15.5% 53.0%
2022 Brommapojkarna ~ 45.9% AFC Eskilstuna 15.5% 30.4%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

As mentioned, the matchday revenue is the most volatile revenue stream of the ones

examined. This becomes more evident when looking at Table 13, where three of the teams

observed breached the 150% mark, but the big eye-opener is Virnamo’s astonishing 478.9%

increase. In the more comparable observations, Ostersund FK experienced an increase of

219.4%, meanwhile Varberg BoIS only managed a 0.8% increase, making a difference of

218.6%. This reflects Fort and Quirk’s (1995) model that the promotion attracts more casual,

or lapsed, supporters, and the capacity utilisation in smaller stadiums can jump significantly.

At the same time, the attendance for the non-promoted teams experienced smaller attendance

bonuses due to a more lucrative football season or the hopes of promotion in the consecutive

S€ason.
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Table 13: Effect of promotion on matchday revenue
Season  Promoted club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 219.4% Varberg BolS 0.8% 218.6%
2016 Halmstad BK 28.0% Varberg BolS 10.1% 17.9%

2018 Falkenbergs FF 60.0% Halmstad BK 20.5% 39.5%

2021 Helsingborg I 139.3% Orgryte IS 21.8% 117.5%
2021 GIF Sundsvall 189.6% Orgryte IS 21.8% 167.8%
2021 IFK Vdrnamo  478.9% Orgryte IS 21.8% 457.1%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

The revenue stream from sponsors and ads responded a bit less violently compared to the
matchday revenue, however, it still recorded uplifts in 5 of the 6 episodes. The results
presented in Table 14 show a median uplift of roughly 30%, whereas the non-promoted teams
had a median uplift of 8%. Furthermore, every non-promoted team had an uplift in their
revenue stream, indicating that there are contractual factors that matter. Since the local
corporations, or corporations in general, want to pay more when national visibility increases,
promotion clauses increase in value. Hence, for the promoted teams, increased visibility is
almost guaranteed, but it often expands for the non-promoted teams as well since they are
believed to be fighting for promotion in the consecutive season. This suggests that strong
brands or well-run clubs still can grow in the Superettan even though they miss out on
promotion. Thus, in 2015, Ostersund FK experienced an increase of 71.2% in sponsor and ad

revenue following their promotion, meanwhile Varberg BolS also experienced a gain of 6.8%.

However, there are some outliers noted in Table 14, Falkenberg FF experienced a decrease in
their income from sponsorship and ads, although they were promoted, whereas Halmstad BK
raised their income by 21%. Furthermore, IFK Védrnamo’s income quadrupled following their
promotion, demonstrating the complexities in contracts and that the revenue stream is not

always based on on-field performances.
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Table 14: Effect of promotion on sponsor and ad revenue
Season  Relegated club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 71.2% Varberg BolS 6.8% 64.4%
2016 Halmstad BK 37.9% Varberg BolS 6.2% 31.7%
2018 Falkenbergs FF -6.2% Halmstad BK 20.5% 2.3%
2021 Helsingborg IF 0.6% Orgryte IS 8.0% 7.4%
2021 GIF Sundsvall 21.1% Orgryte IS 8.0% 13.1%
2021 IFK Virnamo 114.1% Orgryte IS 8.0% 106.1%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks

Promotion also has an uplift in the broadcast revenue, and it is the most deterministic uplift,

just as it was the most deterministic loss when examining relegation. As the Swedish football

association allocates more of the revenue from the broadcasts to Allsvenskan, logically,
promoted teams experience a direct increase in their income. Observing Table 15, every
promoted team experienced an uplift, and the non-promoted team's income remained fairly
the same or decreased. In 2015, Ostersund FK had an increase of 119.3% in their revenue
stream and Halmstad BK 159.3% a year later. At the same time, Varberg BolS experienced

back-to-back losses in their broadcast income. For Falkenbergs FF, the promotion in 2018

generated an uplift of 53.3%, and the missed promotion for Halmstad led to a loss of 32.8%.

Table 15: Effect of promotion on broadcast revenue

Season  Promoted club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 119.3% Varberg BolS -5.3% 124.6%
2016 Halmstad BK 159.9% Varberg BolS -7.2% 167.1%

2018 Falkenbergs FF 53.3% Halmstad BK -32.8% 86.1%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks
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However, all the revenue streams have not behaved as methodically. For instance, apart from
Falkenberg’s sponsorship and ad income in 2018, Helsingborg raised an aggregate turnover
by 45% following their promotion in 2021, but they only added 0.6% in their sponsorships.
These idiosyncrasies indicate that the descriptive, not causal, status of the matched pair
approach used with only two teams per episode cannot account for all the factors. However, it
still gives surprisingly consistent directions for the promoted clubs and implies that the
windfall gained following the promotion ranges from around 40% to 120% in total revenue,
and it exceeds the non-promoted clubs by a good margin. Hence, according to the economic
theory, two strategic implications follow. Firstly, the revenue accelerator is immediate, but it
is not guaranteed to persist for subsequent seasons. Consequently, clubs that fail to transform
the economic windfall into on-field performances often face the relegation cliff within 1 or 2
seasons. For instance, Halmstad, which got promoted in 2016 and relegated in 2017, or
Falkenberg, which earned promotion in 2018 but got relegated one year later. Secondly, the
size of the first-year uplift can tempt a club's board into making commitments that are based
on a more consistent Allsvenskan status. Hence, if these commitments collide with the
relegation cliff, financial distress is common, and according to Szymanski (2017), it
completes the yo-yo cycle. Overall, the match-pair evidence supports the theoretical
description from Szymanski and Kuypers (1999) and Andreff and Staudohar (2000).
Promotion brings a revenue shock, starting with matchday revenue and broadcast rights
increasing, which attracts more and better sponsorship deals. If a club stabilises it gains it can
consolidate them; however, clubs that fail to accomplish stabilisation risk losing them just as
quickly. Thus, surviving in the top division matters as much after promotion as before it, and
the thin line between a second-tier success and a top-tier struggle is a crucial step to overcome

for financial health in Swedish football.

5.9 General analysis

The two events at the threshold function as two slightly warped mirrors. If a club finishes
above the promotion cutoff, it tends to result in a roughly 5-place improvement in the overall
table the following season. Finishing below the relegation cutoff is equivalent to a 9-place
worse position in the following season. Comparing these findings with Speer’s (2023) gives
additional context and increases the validation of the results. Similarly, Speer finds that
relegation significantly impacts the sporting subsequent performances with an immediate

effect of 11.5 places dropped in the overall table. This closely aligns with the 9-place drop
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observed in this paper, and for years 2 to 4, the effect due to relegation is almost identical,
with less than a 1-position difference when using the full sample. However, this paper finds a
slightly longer persistence with the effect being statistically significant until year 5 compared
to Speer’s year 4. Regarding promotion, the placebo test in this study was not statistically
significant, but Speer’s was, making his results more valid for making any causal
interpretation. Moreover, Speer’s findings remained statistically significant until year 6 and
found an effect of roughly 13 places' improvement in the year following promotion. The
effect drops by more than half for the second year, but remains higher than the results for this

study, as seen in Table 5.

These 2 events are also reflected in the treated team's income statements. When a team is
promoted, it coincides with an uplift that often clears the 40% mark, whereas the relegation
contracts the total revenue of approximately one quarter. From the economic analysis, the
increase and decrease of the revenue generated from promoted and relegated clubs mostly
originates from matchday and broadcast revenue changes. However, once again, it is worth
noting that the financial results mentioned and upcoming are not causal, and we cannot draw
any conclusions, but only interpret the descriptive results generated. Furthermore, the
financial analysis is only based on the Swedish football leagues, and the results might not
represent any of the remaining leagues examined. But comparing the numbers against

theoretical expectations is revealing.

Firstly, Noll’s (2002) visibility mechanism suggests that attendance reflects and tracks a
team's divisional status; for instance, if a team is promoted, the attendance increases, and if a
team is relegated, it decreases. When using the consistent sample, the findings in this paper
follow this theory, with promoted teams gaining approximately 1700 spectators per game and
relegated sides losing roughly 4300 spectators per game. Consequently, the matchday revenue
is also affected by the change in attendance, but most importantly, it moves the sponsorship
income in broadly the same direction. Although the sponsorship response and change in
income tend to be more unpredictable and could reflect the local business idiosyncrasies and
renegotiation lags discussed by Szymanski and Kuypers (1999). Broadcast revenue, by
contrast, acts almost deterministic, and whether it is promotion or relegation, the revenue
increases or decreases in the following season for every episode noted. This is mostly due to
the predetermined distribution of the broadcast revenue, done by the Swedish Football
Association. Additionally, tension emerges when comparing sporting persistence and financial

persistence. The regression discontinuity for the sporting persistence reveals that the position
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edge the promoted clubs gained half within two seasons and is statistically undetectable by
year 5, and the relegated penalty for clubs also loses almost half of the effect in 2 to 3 years.
Hence, the effect of the outcome remains for some time after the occurrence. However,
financially, the first-year shocks are large and are not always reversed when the on-field
performances converge. Thus, it represents Dobson and Goddard’s (2011) description of
“sticky-cost”, where the wages and long-term contrast that are made on first division
assumption remain after the windfall due to promotion, or making an excessive cost-cutting
after a relegation can constrain and delay any possible comeback to the first division when the
form improves. In the episodes from the event study, the survivors just above the relegation
cutoff almost always gain revenue and improve in every revenue stream, whereas the

relegated teams do the opposite.

For promotion, however, the windfall for a promoted club is not always mirrored by a
comparable loss in the non-promoted club. Instead, some second-tier teams record modest
growth, which suggests that the anticipation and hopes for a future push or a bright
commercial climate can also affect the total revenue. Thus, altogether, the performance and
financial evidence suggest a nuanced reading rather than a simple promotion-is-
good/relegation-is-bad narrative. The two carry sizeable shocks, both for performance and
financially, however, the size, durability and timing of them vary by club, revenue source and
the institutional features of each league, making managerial choices important for dampening
or amplifying their long-run impact. According to Szymanski (2017), the heterogeneity
between the different revenue streams, the income streams that rise the fastest are also the
ones that evaporate the quickest if the results worsen, making it consistent with the risk of yo-
yo cycles. Hence, clubs experiencing promotion often must choose between spending more
and increasing their risk for financial distress or spending less and increasing their risk for
immediate relegation. Relegated teams must choose between keeping the same financial
structure to fight for immediate promotion or making cost cuts to stabilise the economy, but
risk not earning a promotion. However, as the economic landscape differs across football
leagues and countries, the effects experienced from promotion or relegation can differ, making
it impossible to leave any general suggestions on how to handle each outcome accordingly or
what the correct approach is. In other words, it is impossible to know what works best for

every team in any European football league.
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6. Conclusion

To summarise, this study sets out to understand how promotion and relegation in smaller
European football leagues can reshape clubs’ performance trajectories both on the field and in
their balance sheets. By taking advantage of a regression discontinuity design around the
treatment cutoff and deepening the understanding with the matched-pairs event study for

Swedish clubs' finances, three explicit patterns appeared.

Firstly, a change in the division a club plays in generates a natural large immediate shock to
the on-field performances since it is impossible to finish above or below a certain overall
position. From the relegation regression, crossing the cutoff costs a club approximately 9.5
positions in the overall table, which eases to around 5-6 places in the 2" year. The effects
settle at 3-4 places by year 4, though they are still detectable, but imprecise due to
insignificant results, for the seasons onwards. Conversely, crossing the promotion cutoff
delivers almost a mirror image of the relegation effects, with the promoted teams gaining
almost 10 places the season following their promotion. However, the advantage is halved in
the 2" year to roughly 5.5 places, and from year 3 onwards, the results become statistically
indistinguishable from 0. Hence, despite the point estimates suggesting lasting effects in years
3 and 4, we cannot be sure that is the case. Furthermore, the placebo test done to validate the
regression discontinuity design for promotion was not recognised, and any conclusions made
on the promotion effect should be interpreted with caution since other factors, except for the
treatment, could have affected the outcome. Nevertheless, according to the regression
outcomes, the negative relegation effect lingers, meanwhile, the promotion gains fade quickly
unless the promoted side manages to consolidate itself in the top division. Briefly comparing
these results to Speer’s (2023) findings further validates the results for relegation. Both
studies have found a similar immediate impact of relegation on the overall finishing position
of a9 to 11 place drop. The effects dropped by roughly half in the second year and remained
persistently close until year 5. However, the promotion effects were both stronger and
remained for a longer period. This can be due to a variability in the promotion outcomes

across the leagues examined demonstrated in the failed placebo test shown in Table 2.

Secondly, receiving any of the treatments is accompanied by strong divergences in cash flows.
From the matched-pair event study done on Swedish clubs, a relegation results in a one-
quarter loss in total revenue in the following season. Driven by deterministic losses of 20 to

60% in broadcast revenue and roughly one-third in matchday revenue. At the same time, the
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survivors just above the cutoff often record double-digit growth. In contrast, promotion works
as a one-time revenue accelerator that brings a windfall of increased revenue. The season
following the promotion brings an increase in the total revenue of 40 to 120%, with the
biggest part of the increase originating from the broadcast and matchday revenue that in 3
cases exceed 150%. Furthermore, the expanded attention gained makes the club more
attractive to sponsors and advertising, which follows in the same direction as the other
revenue streams but with greater idiosyncrasy reflecting renegotiation lags and contractual
structure theorised by Noll (2002) and Szymanski and Kuypers (1999). However, it also
increased for all the teams that just missed out on any promotion, signalling that local
bargaining and contract structures are not solely based on the promotion itself, but also the
attention received due to improved performances and hope for promotion the following

s€ason.

Thirdly, when the sporting and financial consequences are considered simultaneously, it
reveals a consistent pattern and risk asymmetry emerges. As the sporting gap created by
promotion shrinks faster than the revenue gap created by relegation, it indicates that the
downside of failure is worse and more resilient than the upside of success. Hence, as
parachute systems are nonexistent in many of the smaller European leagues, this imbalance is
one of the reasons for the yo-yo cycles observed by many smaller clubs. As promoted clubs
often enter the next season with the anticipation and goal of surviving relegation, they often
make investments that inflate wage bills and capital expenditure. However, if the prolonged
top division status is not achieved, the relegation cliff erases the windfall of cash flow that
these anticipations were built upon. On the other hand, if the club manages to survive, it tends
to relish in a righteous cycle. It maintains its visibility, keeps the increased attendance, and
can negotiate with more and greater sponsors without adding any additional risks. These
findings coincide with the classic league-theory predictions that an open league system
maintains mid-table games meaningful for the entirety of a season. However, they also create
leveraged exposure towards a binary outcome, especially when a parachute system is absent.
Ultimately, one goal can separate a 50% revenue increase from a 25% contraction. Hence, if a
club manages to treat the top division revenue windfall as a bonus, not a baseline, and succeed
with flexible wage structures that adjust depending on the division played in. The volatility

creates a premium on cautious financial planning.

Overall, some caveats temper the insights found. The failed placebo test for promotion and

limited financial data within and outside Sweden restricts any direct causal inference on the
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sporting and monetary side. There is a possibility of heterogeneity across countries in the
stadium capacities, reserve team rules and playoff formats, which could alter with the cross-
league examination. The difference in the number of teams in each separate league can also
have enlarged or diminished the true effects of promotion and relegation. Furthermore, the
COVID-19 pandemic had to be excluded from the attendance and financial work as it would
not be representative, and idiosyncratic episodes, for instance, Ostersund’s governance crisis,
are a reminder that a club's fortune is not solely based on the division played in. Still, all
outcomes point towards that in smaller European leagues, any divisional movement results in
pivotal shocks, where promotion works as a financial immediate boost and relegation as a
lingering drag. The clubs that manage to convert the relegation effects into sustained

performance gains are most likely to build lasting sporting and financial health.

For future research, obtaining more financial data should be accomplished. It would enable
the analysis to extend beyond the immediate season following a promotion or relegation
through, for instance, a difference-in-differences analysis. The additional data would also
make it possible to make more of a more comprehensive study and examine how the different
league structures affect clubs. Finally, exploring the effectiveness of parachute systems or
how clubs make strategic managerial decisions would provide more practical insights and a

better understanding of what reality looks like.
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Appendix

Number of annual reports available

Club | Number of annual reports | Years
AFC Eskilstuna 2 2022, 2023
AIK 5 2017, 2018, 2021, 2024,
2025
[F Brommapojkarna 11 2014, 2015, 2016, 2017,
2018, 2019, 2020, 2021,
2022, 2023, 2024
Dalkurd FF 0 -
Degerfors IF 2 2021, 2022
Djurgardens IF 10 2014, 2015, 2016, 2017,
2018, 2019, 2020, 2021,
2022, 2023
IF Elfsborg 11 2014, 2015, 2016, 2017,
2018, 2019, 2020, 2021,
2022, 2023, 2024
Falkenbergs FF 3 2019, 2022, 2023
GAIS 1 2024
Gefle IF 1 2024
GIF Sundsvall 5 2020, 2021, 2022, 2023,
2024
Halmstad BK 8 2017, 2018, 2019, 2020,
2021, 2022, 2023, 2024
Hammarby IF 2 2022, 2023
Helsingborgs IF 4 2014, 2015, 2022, 2024
BK Hécken 9 2015, 2016, 2017, 2018,
2019, 2020, 2021, 2022,
2024
IFK Géteborg 9 2014, 2015, 2016, 2017,
2018, 2019, 2020, 2021,
2023
IFK Véarnamo 4 2021, 2022, 2023, 2024
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IK Sirius

Jonkoping Sodra IF

Kalmar FF

Malmo FF

Mjallby AIF

IFK Norrkoping

Syrianska FC
Trelleborgs FF

Varbergs BOIS

Visteras SK
Atvidabergs FF

Orebro SK

Orgryte IS
Osters IF

Ostersunds FK

10

10

10

2018, 2019, 2020, 2021,
2022, 2023, 2024

2017, 2019, 2020, 2021,
2022, 2023

2014, 2015, 2017, 2018,
2019, 2020, 2021, 2022,
2023, 2024

2014, 2015, 2016, 2017,
2018, 2019, 2020, 2021,
2022

2016, 2017, 2018, 2019,
2020, 2021, 2022, 2023,
2024

2016, 2017, 2018, 2019,
2020, 2021, 2022, 2023,
2024

2022, 2023, 2024

2015, 2016, 2017, 2018,
2019, 2020, 2021, 2022,
2023, 2024

2018, 2021, 2022

2014, 2015, 2016, 2017,
2018, 2019, 2020, 2021,
2022, 2023
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Figures
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Figure A8: Visual placebo test for relegation.
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Figure A9: Outcomes of subsequent performances. The blue line represents the relegated teams and the red line

the surviving teams.
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Figure A12: Outcomes of subsequent performances. The blue line represents the promoted teams and the red line
the non-promoted teams.
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Tables

Table A16: Descriptive statistics

Variable Observations Mean Standard Min Max
deviation
Overall table 2116 16.380 4.621 1 63
Goal differential 2122 3.980 22.809 -64 90
Points 2122 46.486 15.699 2 142
Attendance average 1994 8232.577  10491.38 50 58828
Total revenue 187 94219.95 97491.9 5277 531866
Matchday revenue 155 20603.61  22043.59 932 87149
Sponsor and ad revenue 163 23086.57 16175.33 818 78768
Broadcast revenue 146 15516.92  10253.45 224 100067

Source: Own calculations in Stata.

Note: All financial metrics are measured in thousands of Swedish Crowns. The overall table represents the
finishing position within the whole country’s league system.
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Table A17: Placebo test outcomes for relegation and promotion

Relegation Promotion
Points Goal diff Points Goal diff
Relegation -10.773 -12.690
(7.033) (7.606)
P-value 0.126 0.095
Promotion 12.802%* 18.003*
(0.977) (0.694)
P-value 0.000 0.000
Running -0.274 -1.240 -1.305* -1.953*
variable (2.056) (2.380) (0.438) (0.694)
R-squared 0.3641 0.4509 0.546 0.4164

Source: Own calculations in Stata
Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of

the running variable. The relegation regressions are IV regressions, and the promotion regressions are OLS
regressions. Both regressions include fixed effects for season and country.
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Table A18: Effects of relegation

Years After Full sample Consistent sample Outliers trimmed

Relegation  Position  P(top div.)  Position P(top div.) Position P(top div.)

1 9.527* 11.880* 7.641%
(0.257) (1.566) (1.049)
2 5.704% -0.184%* 7.616%  -0.533* 2.620 -0.052%
(1.431) (0.054) (1.203)  (0.090) (1.568) (0.076)
3 4.060* -0.236* 7.223%  -0.474% 0.089 0.007
(2.251) (0.101) (3.407)  (0.193) (3.890) (0.212)
4 3.414% -0.054* 6.076*  -0.378 0.752 0.176
(1.136) (0.108) (1.124)  (0.230) (2.864) (0.217)
5 -0.215 0.005 7.149 -0.272 -0.731 -0.092
(1.744) (0.048) (4.009)  (0.200) (2.932) (0.076)
6 4.779 -0.243* 10.872  -0.672 6.533 -0.300*
(3.375) (0.087) (5.813)  (0.321) (3.530) (0.108)
7 9.348 -0.093%* 9.348  -0.338* 11.718* L0.224%
(5.560) (0.006) (5.560)  (0.115) (5.859) (0.075)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate IV regression and includes fixed effects for season and country.
The full sample includes all teams within the relegation threshold. The consistent sample only includes teams
observed for 7 years after their relegation. The trimmed sample excludes the top and bottom 5% of the
observations to remove any potential outliers.
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Table A19: Effects of relegation with adjusted running variable

Years After Full sample Functional form Running Squared
Relegation Position P(top div.)  Position P(top div.) Position P(top div.)
1 9.205%* 9.716%* 9.953*
(0.363) (0.292) (0.266)
2 4.175% -0.153* 5.160* -0.244* 3.775% -0.230*
(1.268) (0.048) (0.889) (0.059) (0.421) (0.023)
3 3.762%* -0.199* 4.082* -0.234* 1.733* -0.180*
(1.624) (0.084) (1.252) (0.031) (0.444) (0.072)
4 3.374%* -0.148* 3.787* -0.121 2.899%* -0.089
(1.216) (0.059) (3.787) (0.083) (1.185) (0.072)
5 -1.151 0.058 1.036 -0.044 0.111 -0.070
(1.085) (0.048) (2.043) (0.067) (2.140) (0.072)
6 4.779 -0.238* 6.244 -0.237* 5.765 -0.228*
(3.375) (0.085) (3.589) (0.073) (3.651) (0.083)
7 9.348 -0.091* 10.605*  -0.131* 12.282* -0.140*
(5.560) (0.005) (3.777) (0.027) (3.352) (0.028)

Source: Own calculations in Stata
Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate I'V regression and includes fixed effects for season and country.
The functional form allows for the running variable to differ on both sides of the relegation threshold. The
squared form captures any non-linear relationship.
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Table A20: Effects of promotion

Years After Full sample Consistent sample Outliers trimmed
Promotion  Position P(top div.)  Position P(top div.) Position P(top div.)
1 -9.934* -9.484* -9.934%*
(0.302) (0.512) (0.302)
2 -5.484* 0.356%* -4.231%* 0.334%* -5.484%* 0.379%*
(1.369) (0.077) (1.674) (0.103) (1.369) (0.086)
3 -4.017 0.231%* -0.272 0.254 -4.017 0.248
(1.833) (0.102) (2.292) (0.137) (1.833) (0.108)
4 -3.255 0.148 -2.894 0.202 -3.246 0.150
(2.229) (0.095) (2.523) (0.160) (2.243) (0.097)
5 2.016 0.0539 -0.997 0.074 -0.461 0.061
2.480 (0.092) (2.850) (0.155) (2.527) (0.098)
6 -0.512 -0.005 -0.615 -0.023 -0.512 -0.005
(2.982) (0.115) (2.929) (0.205) (2.982) (0.120)
7 0.754 -0.004 0.754 0.006 0.754 -0.003
(2.056) (0.062) (2.056) (0.119) (2.056) (0.065)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate OLS regression and includes fixed effects for season and
country. The full sample includes all teams within the relegation threshold. The consistent sample only includes
teams observed for 7 years after their promotion. The trimmed sample excludes the top and bottom 5% of the
observations to remove any potential outliers.
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Table A21: Effect of relegation on attendance average

Years After Full sample Consistent sample Outliers trimmed
Relegation Position Position Position
1 -1286.8* -4343.3* -1594.6*
(525.4) (624.7) (213.6)
2 -778.9% -3888.9* -1129.9*
(198.4) (1489.5) (445.3)
3 71.3 -3553.5* -891.3
(824.6) (1248.3) (719.5)
4 -1362.1 -4015.3* -2308.3*
(858.7) (1397.1) (609.2)
5 -1470.5* -4019.3* -1813.5%*
(738.5) (914.9) (720.4)
6 -2464.9 -3490.2* -2988.4
(1493.0) (1674.3) (1805.7)
7 -4346.6* -4346.6* -5161.4*
(1138.5) (1138.5) (1466.2)

Source: Own calculations in Stata Note: “*” stands for statistical significance at a 5% significance level.
Standard errors are clustered at the level of the running variable. Each cell is from a separate IV regression and
includes fixed effects for season and country. The samples are the same as described in Table 2, with only the
dependent variable changed to the average attendance
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Table A22: Effects of promotion on attendance average

Years After Full sample Consistent sample Outliers trimmed
Promotion Position Position Position
1 2422.1 1699.9* 1654.0*
(1316.0) (389.2) (404.2)
2 953.4 78.8 79.1
(1535.3) (443.9) (453.0)
3 241.1 -187.7 -315.3
(1546.6) (451.5) (447.3)
4 3898.1 -856.4 -1029.7*
(1295.0) (383.3) (340.5)
5 -271.8 -1196.2%* -1398.4%*
(553.4) (455.1) (368.9)
6 -686.9 -865.1 -1011.0
(398.9) (485.4) (365.9)
7 -1208.8%* -1208.8* -1163.5%*
(388.7) 388.7 (344.2)

Source: Own calculations in Stata

Note: “*” stands for statistical significance at a 5% significance level. Standard errors are clustered at the level of
the running variable. Each cell is from a separate OLS regression and includes fixed effects for season and
country. The samples are the same as described in Table 4, with only the dependent variable changed to the
average attendance.
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Table A23: Effect of relegation on total revenue

Season Relegated club Change Survivor club Change  Difference
% % | % |
2017 Jonkoping Sodra  -25.5% GIF Sundsvall 279 53.4%
2017 Halmstad BK -25.4% GIF Sundsvall 279 53.3%
2018 Brommapojkarna 8.4% IK Sirius 1.2 7.2%
2021 Orebro SK -8.0% Degerfors IF 25.9% 33.9%
2021 Halmstad BK -10.9 Degerfors IF 25.9% 33.9%
2021 Ostersund FK -42.4% Degerfors IF 25.9% 33.9%
2022 Helsingborg IF -16.5% Varberg BolS -2.4% 14.1%
2022 GIF Sundsvall -26.9% Varberg BolS -2.4% 24.5%
2023 Varberg BolS -35.2% | Brommapojkarna  61.3% 96.5%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-

surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.
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Table A24: Effect of relegation on matchday revenue

Season Relegated club Change Survivor club Change  Difference
% % | % |
2017 Jonkoping Sodra  -66.5% Kalmar FF 16.5% 83.0%
2017 Halmstad BK -34.6% Kalmar FF 16.5% 51.1%
2021 Orebro SK -19.8% Degerfors IF 49.0% 68.8%
2021 Halmstad BK -8.8% Degerfors IF 49.0% 57.8%
2021 Ostersund FK -23.0% Degerfors IF 49.0% 72.0%

2022 Helsingborg IF -39.0% Varberg BolS 17.5% 56.5%
2022 GIF Sundsvall -26.9% Varberg BolS 17.5% 44.4%

2023 Varberg BolS -54.8% IFK Goteborg 12.9% 67.7%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.



Table A25: Effect of relegation on sponsor and ad revenue

Season Relegated club Change Survivor club Change  Difference
% % [ % |
2017 Jonkoping Sodra  -40.2% Kalmar FF 5.6% 45.8%
2017 Halmstad BK -25.4% Kalmar FF 5.6% 31.0%
2018 Brommapojkarna 9.5% Elfsborg -13.4% 22.9%
2021 Orebro SK -4.0% Degerfors IF 27.0% 68.8%
2021 Halmstad BK 17.2% Degerfors IF 27.0% 9.8%
2021 Ostersund FK -32.4% Degerfors IF 27.0% 59.4%
2022 Helsingborg IF 43.4% Varberg BolS -9.7% 53.1%
2022 GIF Sundsvall 4.1% Varberg BolS -9.7% 13.8%
2023 Varberg BolS -19.9% | Brommapojkarna 1.3% 21.2%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.



Table A26: Effect of relegation on broadcast revenue

Season Relegated club Change Survivor club Change  Difference
% % [ % |
2017 JonkSping Sodra  -49.9% Kalmar FF 17.0% 66.9%
2017 Halmstad BK -19.9% Kalmar FF 17.0% 36.9%
2021 Orebro SK -29.9% Hécken 9.6% 39.5%
2021 Halmstad BK -46.7% Hicken 9.6% 56.3%
2021 Ostersund FK -59.5% Hicken 9.6% 69.1%
2022 Helsingborg IF -36.2% Varberg BolS 0.7% 36.9%
2022 GIF Sundsvall -56.8% Varberg BolS 0.7% 57.5%
2023 Varberg BolS -53.4% IFK Goéteborg -2.7% 50.7%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 7, comparing the relegated clubs with the just-
surviving clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

Table A27: Effect of promotion on total revenue

Season  Promoted club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 66.0% Varberg BolS 6.8% 59.2%
2016 Halmstad BK 20.7% Varberg BolS -5.5% 26.2%
2018 Falkenbergs FF 16.6% Orgryte IS -5.3% 21.9%
2021 Helsingborg IF 44.8% Orgryte IS 25.4% 19.4%
2021 GIF Sundsvall 40.5% Orgryte IS 25.4% 15.1%
2021 IFK Virnamo 115.9% Orgryte IS 25.4% 90.5%
2022 Halmstad BK 68.5% AFC Eskilstuna 15.5% 53.0%
2022 Brommapojkarna ~ 45.9% AFC Eskilstuna 15.5% 30.4%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.



Table A28: Effect of promotion on matchday revenue

Season  Promoted club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 219.4% Varberg BolS 0.8% 218.6%
2016 Halmstad BK 28.0% Varberg BolS 10.1% 17.9%

2018 Falkenbergs FF 60.0% Halmstad BK 20.5% 39.5%

2021 Helsingborg I 139.3% Orgryte IS 21.8% 117.5%
2021 GIF Sundsvall 189.6% Orgryte IS 21.8% 167.8%
2021 IFK Vdrnamo  478.9% Orgryte IS 21.8% 457.1%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks.

Table A29: Effect of promotion on sponsor and ad revenue

Season  Relegated club Change Non-promoted Change  Difference

% club % | % |
2015 Ostersund FK 71.2% Varberg BolS 6.8% 64.4%
2016 Halmstad BK 37.9% Varberg BolS 6.2% 31.7%
2018 Falkenbergs FF -6.2% Halmstad BK 20.5% 2.3%
2021 Helsingborg IF 0.6% Orgryte IS 8.0% 7.4%
2021 GIF Sundsvall 21.1% Orgryte IS 8.0% 13.1%
2021 IFK Virnamo 114.1% Orgryte IS 8.0% 106.1%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks
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Table A30: Effect of promotion on broadcast revenue

Season  Promoted club Change Non-promoted Change  Difference
% club % | % |
2015 Ostersund FK 119.3% Varberg BolS -5.3% 124.6%
2016 Halmstad BK 159.9% Varberg BolS -7.2% 167.1%
2018 Falkenbergs FF 53.3% Halmstad BK -32.8% 86.1%

Source: Own calculations in Stata

Note: The percentage changes are calculated using Equation 8, comparing the promoted clubs with the non-
promoted clubs based on the matched-pairs event study. The results are only descriptive and should not be
causally interpreted due to limited observations and risk for idiosyncratic shocks
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