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Abstrakt 
This essay studies wage differentials between foreign born and native players in 
Swedish soccer. For this essay, panel data for the years 2001-2015 on all clubs and 
players in top Swedish soccer leagues Allvenskan and Superettan have been collected. 
The data is examined by applying a market-test approach to test for any significant 
wage differentials.  

The results show that foreign born players earn a significant salary premium compared 
to native players of similar productivity. There is no evidence of salary or fan 
discrimination against foreign born players. Results can be explained by market 
imperfections and/or risk-seeking behavior from team managers although this could be 
further investigated in future studies. 
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Sport economics, wage differentials, market test for discrimination, salary premium, 
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1 Introduction  

Following international regulations allowing players to change clubs more freely, the 

last twenty years have seen a large inflow of foreign players to Swedish soccer. Data 

collected for this essay show that the share of matches played by foreign born players in 

Swedish top division “Allsvenskan” rose from 10% in 2001 to 30% in 2015. This 

change in immigration is well illustrated by the case of African players. Prior to 2000 

only 13 players born in Africa had ever played in Allsvenskan (Scott, 2015). In the data 

collected for this essay 168 African born players that belonged to teams in Allsvenskan 

between 2001-2015 are now identified (making upp roughly 9% of league players).  

This essay investigates wage differentials between foreign born players and natives. 

This is interesting for two main reasons. Soccer as a sport is large enough to be of 

interest on its own and the functioning of its labor market should be of interest to 

anyone with a deeper concern for the sport. But sports in general might also offer what 

can be thought of as a laboratory for testing economic theories on higher quality data 

(Khan, 2000). Sports offer a simplified environment where all the main actors are 

(presumably) known, objectives can be identified and where actions and outcomes can 

be observed under clear rules and settings. It also offers detailed data on the input and 

output of teams and players creating a promising field to perform empirical research. Of 

course, one should be careful to generalize broadly but  findings within sport economics 

might offer insights on how people might behave and markets might function applicable 

to the field of “general” economics as well. After all the main subject under study, 

humans and their behavior, are the same. 

If foreign players are underpaid controlling for productivity, so that discrimination can 

be said to exist, the two main line of thoughts is that discrimination is either preference 

based according to Becker (1957) or the result of statistical discrimination due to 

uncertainty according to theories by Phelps (1972) and Arrow (1973). Some studies, 

such as Szymanski (2000), have established empirical support for discriminatory 

behavior of soccer clubs. In this essay, I hypothesize that discrimination against foreign 

players might exist due to preferences from managers and fans as well as due to the 
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uncertainty involved in signing foreign players. This, however, contradicts most 

empirical findings that instead have identified a salary premium for foreign players. 

Most of this research have been performed in the “major” leagues of Europe (see Frick, 

2007, for a summary) but results by Hammarstedt (2006) suggest that foreign born 

players in Allsvenskan earned an excess of 58% compared to natives. Hammarstedt uses 

a wage regression model and presents two possible explanations of his findings. First, 

results might be subject to omitted variable bias due to variables not included. Second, 

clubs might have an overconfidence in the talent of foreign players and thus end up 

overpaying them.  

This essay will test for wage differentials1 across nationalities by using a market-test 

approach on the labor market of Swedish soccer. The main advantage of this model is 

that it’s less sensitive to the problem of omitted-variables since no estimation of 

individual productivity is necessary (Szymanski, 2000). Although less common than the 

traditional model it’s previously recognized in the study of wage differentials within 

traditional labor market studies as well as professional sports. This essay follows in 

large the approach presented by Szymanski (2000) but differs in that the focus is on 

player nationality instead of race. 2 Any findings on a salary premium can then be 

thought to reject the hypotheses by Hammarstedt (2006) that previous results might be 

(mostly) explained by omitted variables.  

But if there instead exists an overconfidence in foreign players how could this then be 

explained? Bryson, et al. (2014) offer two explanations. First, it’s possible that native 

players home-country preferences give clubs some monopsony power in wage setting. 

Second, it’s possible that foreign players might be superstars and get paid not only 

based on their productivity level but also based on their star-qualities according to 

Rosen (1981) and Adler (1985).  

Compared to previous research on soccer this essay also incorporates the concept of risk 

as a possible explanation for both discrimination and a salary premium. Following 

                                                
1 Although soccer players typically earn an annual salary in contrast with an hourly wage the term “wage differentials” is established 
in economic jargon. Regardless of which term might be used in this paper it’s meant to mean the same thing – the pay that players 
receives from teams in exchange for labor 
2 The model will be described in detail in following sections 
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Aigner and Cain (1977) we would expect clubs to demand a premium (i.e. lower 

salaries) to sign foreign players (if this involves more uncertainty). But conversely, 

Kahneman and Tversky (1979, 1984) have shown that under certain circumstances we 

might expect managers to actively seek risk instead. 

This essay adds to previous research on Sweden by using a different methodology and a 

larger set of data. The dataset includes panel data on all Swedish clubs in the two top 

divsions Allsvenskan and Superettan between 2001 to 2015. This time period coincides 

with the highest share of foreign players in Sweden ever. This means that the presence 

of a foreign player on a team no longer represents something “unique”. Instead, as a 

result of the globalization of soccer, the signing of foreign players are now common 

practice amongst clubs. In a general context, this essay can be said to investigate the 

effect on wages when a labor market, although unique in many resepects, experiences 

rapid increases in immigration.  In summary, the objective of this essay is to answer the 

question if foreign born players are being overpaid or underpaid relative native players 

in Sweden. Depending on the outcome a second objective is to explain these results in 

relation to previous studys and developed theories on wage differentials between 

groups.  

The rest of the essay continues as follows. In Section 2 a brief overview of Swedish 

soccer is presented to put the reader into some context. Section 3 provides a review of 

relevant litterature within the study of wage differentials both in general labor 

economics and within soccer. In Section 4 some of the economic theories related to the 

research questions are presented and explanations on the existence of both 

discrimination and a salary premium for foreign players are reviewed. The methodology 

and the empirical model used in this essay is presented and discussed in Section 5. 

Section 6 contains a summary of the collected data. In Section 7 results are presented 

and is then further discussed in Section 8. The essay ends with some final conclusions 

in Section 9. 
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2 A brief overview of Swedish soccer 

Swedish soccer is organized into a league system ran by the Swedish Soccer 

Association (Svenska Fotbollsförbundet). The two top divisions are Allsvenskan (1st) 

and Superettan (2nd). Both leagues currently consist of 16 teams. 3 At the end of each 

season the best performing teams are promoted to a higher division (if not already in 

Allsvenskan) and the worst performing teams are relegated to a lower division. With 

respect to quality and competiveness Allsvenskan are far from the major leagues in 

Europe. Swedish league soccer currently ranks at 21 out of 54 countries by the 

European Soccer Association (UEFA) and the best individual team Malmö FF is ranked 

as the 113th best team in Europe. 

When it comes to foreigners in Swedish soccer they were not allowed to play in Sweden 

up until 1973. In 1974, a quota system that restricted the maximum number of foreign 

players on a squad to two was adopted. Clubs were however reluctant to take advantage 

of the opportunity to sign foreign players and many teams remained 100% “Swedish”. 

The foreign players who did find their way to Sweden during this period generally came 

from one of the other Nordic countries or the United Kingdom. (Scott, 2015) In the late 

1980s and in the 1990s two major events lead to an increase of foreign players in 

Sweden. In the end of the 1980s the collapse of the Eastern bloc lead to a sudden 

increase of players from the former Soviet states. The following Balkan war and the 

dissolution of Yugoslavia also increased the number of foreign players in Allsvenskan 

and these two events led to the first sharp increase of foreign football players in 

Sweden. In 1995 Sweden joined the European Union and the Bosman-ruling of that 

year by the European Court of Justice made any restrictions on foreign players illegal. 

Sweden, just like other countries in Europe, however maintained restriction of non-EU 

players up until 2008 when this rule was challenged by Helsingborg IF in reference to 

the Cotonu Agreement between the EU and 78 African, Caribbean and Pacific nations 

(Scott, 2015). There are currently no regulated limits on the maximum number of 

foreign players in Swedish soccer. Today the only restriction is that one half of the 

submitted match squad must belong to the category of “homegrown” players where a 

                                                
3 Allsvenskan expanded from 14 to 16 in 2008 
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homegrown player is defined as a player having played in Sweden for at least three 

years before turning 21. Immigrants to soccer are also subject to migration policies by 

the Swedish government but migrants playing in Allsvenskan and Superettan are 

guaranteed a right of residence as long as the offered contract follow some minimum 

requirements in terms of salary, accommodation, insurance etc. (Svenska 

Fotbollsförbundet, 2017). The last 15 years show a rapid increase in foreign players 

where the share of matches played across both leagues tripled as seen in “Figure 1”. 

Swedish soccer differs from most of Europe in that it starts in April and ends in 

November with a break in the winter. This is thought to be best suited to the Swedish 

climate. Although some other countries, for example Finland and Norway, also plays 

spring-fall the most common practice in Europe is to start the season in the fall and end 

it in the spring. Teams can only sign new players during two transfer windows 

according to international rules. For Sweden, these are open in January-March and July-

August. This creates the situation where foreign players are in high supply during the 

summer transfer window and Swedish players are in high supply during the winter off-

season as player contracts typically run to the end of season. 

 
FIGURE 1. Share of matches played by non-Swedish players (2001-2015). Data collected from the Swedish soccer association. (SvFF, 2016) 
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3 Literature review 
 
Traditional approaches to the study of wage differentials  

Discrimination can be said to arise “if an otherwise identical person is treated 

differently by virtue of that person’s race or gender, and race and gender by themselves 

have no direct effect on productivity “(Heckman 1998, p. 102). Wage discrimination 

then means receiving a lower wage, due to such virtues, compared to an otherwise 

identical individual. Conversely, a higher wage than warranted can be thought of as a 

wage premium. By neo-classic economic theory we would expect everyone to get paid 

according to the value of their marginal product. To correctly compare wages between 

different groups we then must know if, and if so how much, productivity might differ 

between the examined groups. Within traditional labor economics this might prove 

problematic since data on individual productivity are seldom readily available. (Cain, 

1986). Sports, however, has the advantage of large amounts of data on past performance 

being accessible. Two studies that use the traditional approach of the wage-regression 

model4 to investigate wage differentials in soccer include “The Migrant Wage Premium 

in Professional Football: A Superstar Effect?”  by Bryson, et. al.  (2014) and 

“Förekommer etnisk lönediskrimering i Allsvenskan?” 5 by Mats Hammarstedt (2006). 

In the study by Bryson, et. al. the authors have access to seven years of panel data 

(2001-2008) on individual players and their salaries in Italy (mainly in top division 

Serie A). They fit the following model 

 
𝐿𝑜𝑔	𝑠𝑎𝑙𝑎𝑟𝑦*+ = 𝛼 + 𝛽0𝑎𝑔𝑒*+ + 𝛽2𝑎𝑔𝑒*+2 + 𝛽3𝑒𝑥𝑝*+ + 𝑋*+𝛽7 + 𝛽8𝑡𝑒𝑎𝑚*+ + 𝛽;𝑠𝑒𝑎𝑠𝑜𝑛*+ + 𝛽;𝑛𝑎𝑡𝑖𝑜𝑛𝑎𝑙𝑖𝑡𝑦* + 𝜀*+ 
 

Here X is a vector of performance related measures such as goals scored,  position, 

matches played, balls won, balls lost etc. Team and season are dummy variables =1 for 

a given team or season. Nationality is a dummy variable =1 for a given player 

nationality. Running an OLS the authors find that foreign players earn a 40-100% salary 

premium compared to natives. By using quintile regressions, they also establish that the 

salary premium increases at the high end of the income distribution and by running 

                                                
4 The general wage-regression model is typically specified as Y = α + Xβ1 + β2Z + ε where Y= individual wage, X=measurement of 
individual productivity, Z=dummy variable indicating group membership 
5 In English. “Does wage discrimination based on ethnicity exist in Allsvenskan?” 
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alternative models also find that foreign players are in general of a higher skill level 

than natives. This is taken as evidence for foreign players being star players relative 

native players. The superstar effect is also supported by results showing that foreigners 

attract more attendance than can be explained by their contribution to their team’s 

success. They also find that Italian players that play within a close distance to their 

birthplace suffer a wage penalty relative other domestic players which could possibly be 

explained by that their preferences for staying “at home” restricts the number of options 

available and gives the club some bargaining power that it doesn’t have for other 

players. 

In “Förekommer etnisk lönediskrimering i Allsvenskan?” by Mats Hammarstedt (2006) 

the author investigates the existence of salary discrimination against foreign born 

players in Allsvenskan. He has access to declared incomes for 211 players participating 

in Allsvenskan in the 2005 season. Hammarstedt specifies the OLS regression model  

 

log 𝐼𝑛𝑐𝑜𝑚𝑒* = 𝑎 + 𝛽0𝐴* + 𝛽2𝐴*2 + 𝛽3𝐺𝑎* + 𝛽7𝐺𝑎*2 + 𝛽8𝐼𝑛𝑡* + 𝛽8𝐼𝑛𝑡*2 + 𝛽7𝐺* + 𝛽F𝑃𝑜𝑠F*

7

FH0

+ 𝛽8𝑆𝐶	* + 𝛽;𝐵𝐶* + 𝛽L𝐶* + 𝛽M𝑁* + 𝛽O𝐹* + 	𝜀* 

where	A=age,	Ga=games	played	in	Allsvenskan,	Int=international	games	played,	G=goals	scored,	P=dummy	indicating	

position,	SC=seating	capacity	at	team	stadium,	BC=1	if	team	is	located	in	a	big	city,	C=1	if	teams	has	ever	won	Allsvenskan,	

N=1	if	newcomers	to	the	league	in	2005,	F=1	if	players	was	born	outside	of	Sweden 

In line with the Italian study Hammarstedt finds a salary premium for foreign players of 

approximately 58%. He offers two main explanations for these results – omitted 

variable bias and overconfidence in foreign players. It’s possible that omitted variables 

not included in the specification could explain these results. As an example of such 

possible variables Hammarstedt mentions that he doesn’t have access to data on the 

performance by foreign players in leagues outside of Sweden. If results are valid then 

teams seem to have an overconfidence in foreign players and thus ends up overpaying 

them. One possible explanation for this would be if foreign players might increase game 

attendance, as found by Bryson, et. al (2014), but this is not tested in the study. The 

discussion by Hammarstedt on the possibility of omitted variables is in line with points 

made by Longley that even if there is arguably greater availability and higher quality of 

data on professional sports it’s still hard to make definitive conclusions on the existence 

on discrimination due to the criticism of omitted variable bias (Longley, 2006). 
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Alternative methods in response to problems with omitted variables  

The problem of correctly capturing individual productivity have been present both in 

sport economics as well as more general labor economics when studying wage 

differentials. Within general labor economics some alternative approaches have been 

established. Hellerstein et. al. (1999) matched U.S. census data on individual employees 

to available data on their employers. By knowing the demographics of individual firms, 

they could estimate their production functions including a measurement for the quality 

of labor, defined as the aggregate of different types of workers identified based on sex, 

race and age group. By accounting for the quality of labor the authors could then 

estimate the relative value of the marginal product for each group and this was then 

compared to the groups wages. Similar methodology has been used in other studies such 

by Van Ours and Stoeldraijer (2011) and Vanderberghe (2011) among others. These 

methods have the advantage of not requiring individual productivity measures but one 

obstacle to overcome is that it still requires access to data on individual or group wages.  

In the absence of data on wages a development of this approach by Kawaguchi (2007) 

uses firm profitability as the dependent variable instead of wages. Kawaguchi uses 

Japanese firm-level panel data to test for discrimination based on sex. The profit of the 

firm is regressed on control variables (such as firm age, industry and assets). A variable 

measuring the share of women employed by the firm is also included. If discrimination 

from employers comes with a cost and discrimination against women exist then less 

discriminatory firms could take advantage of this and hire a higher share of women to a 

cost below their relative marginal product. Discrimination against women can then be 

said to exist if firms employing an above average share of women earn an above 

average share of profits (Kawaguchi, 2007). Liu et. al. (2016) performs a parallel study 

in a Brazil and Weber and Zulehner (2014) uses a similar model to investigate the 

difference in survival rates for startups. 

Some studies that have used an approach corresponding to that of Kawaguchi (2007) in 

a professional sports context are studies on baseball (Gwartney & Haworth, 1974), ice-

hockey (Mongeon, 2015) and soccer (Szymanski, 2000). All models are quite similar in 

that they are interested in the relationship between team spending on salaries and team 
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playing success. Any cost or benefits (in terms of playing success) from over or 

underweighting players from certain groups holding salary spending constant would 

imply that groups are over or underpaid relative other groups. This essay applies the 

methodology of Szymanski (2000) and his study will thus be summarized below to 

serve as an introduction to upcoming discussions on theory and methodology in 

Sections 4 and 5. 

A market test for discrimination 

Szymanski (2000) labels his approach a “market test” for discrimination and argues 

that it’s a suitable approach to address the omitted variable bias associated with 

correctly measuring individual productivity. Szymanski uses a sample of 39 clubs 

playing in one of top four divisions of English soccer. The database contains data on 

team success, total salary expenditure for each club and data on players. Szymanski is 

investigating discrimination against blacks and players are divided into either “blacks” 

or “whites”. The cost for talent will generally be higher if players are required to have 

an additional attribute (here being “white”). If the share of black players is significant 

then discriminatory clubs will pay a premium for restricting their choice. The taste for 

discrimination then “acts like tax on success” for discriminatory clubs and if 

discrimination by clubs determines where black players end up this difference should be 

detectable in a regression. If the distribution of black players instead where purely 

random then the “expected performance of the team, after one controls for wage 

expenditure, would be unaffected by the color composition of the team” (Szymanski, 

2000, p. 596) 

Szymanski stress that this reasoning relies on the assumption that the market for players 

is competitive. He argues that this assumption is reasonable due to observed yearly 

player turnover, no collective bargaining over salaries and the high density of clubs in 

England. If markets are competitive then players will earn wages that reflect their 

productivity. To also test for this, average team performance for the sample period are 

regressed on average wage expenditure. This produces a R2 of about 0.9 which 

“…[supports] the hypothesis of player market efficiency [since] such a large proportion 
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of the variation in league performance can be attributed to wage expenditure alone” 

(Szymanski, 2000, p. 601). The empirical model used by Szymanski is specified below 

𝑝*+ = 𝛼* + 	 𝛽F𝑑𝑖𝑣F*+

3

FH0

+ 𝛽7 𝑤*+ − 𝑤+ + 𝛽8 𝑝𝑙𝑎𝑦*+ − 𝑝𝑙𝑎𝑦+ + 𝛽; 𝑏𝑙𝑎𝑐𝑘*+ − 𝑏𝑙𝑎𝑐𝑘+  

Here pit is the performance by team i in year t. This is transformed in to a log odds to 

give higher weight to performance higher up in the league system.7 Fixed team effects 

are included and represented by ai.8 These are meant to capture club specific attributes 

that may affect performance such as culture, geography and demographics. The divjit 

variable is included to account for the fact that in each season teams are restricted to 

division j and if finishing first will be moved up (if not already in the highest division) 

to the start of the next season. wit is the log of team spending on salaries and is 

subtracted by the mean spending for all teams in the t:th season. playit is the number of 

players used by team i in season t and is subtracted by the mean number of players used 

in season t. It’s included to catch effect of “bad luck” as teams suffering lots of injuries 

might field a different team than it might otherwise had done. Finally, blackit is the 

percentage of total appearances made by black players and is subtracted by the mean 

percentage for the season. (Szymanski, 2000, p. 598).  

Szymanski runs a first difference regression on this model. All variables are significant 

and there is a clear positive effect off fielding more black players holding team wage 

expenditure and player turnover constant. The estimated coefficients imply that clubs 

wanting to hire zero black players would pay an additional discriminatory premium of 

5% for doing so. Translated to a top club in 1993 this would imply an additional £250 

000 on top of the £5 000 000 spent on wages. The conclusion is then that, during the 

sampled period, clubs practiced wage discrimination against blacks. From a 

methodological point of view Szymanski emphasizes two advantages with the selected 

model – dealing with omitted-variable bias and requiring less information: 

                                                
7 Transformed according to ln(p/(93-p). The number “93” originates from the fact that there are 92 teams competing in the sampled 
leagues (see Szymanski, 2000, p. 594)  
8 But this is effectively removed from the model when using the first difference method as it’s value is always =1 
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“The market test of discrimination is in many ways preferable to the usual earnings 

function approach. Its main advantage is that it is not subject to the usual omitted-

variable bias problem. It is also informationally less demanding, in the sense that once 

wages and team (or firm) productivity are known, no other data are required. … All that 

is required to infer discrimination is that a team with an above-average proportion of 

black players would have per-formed better, ceteris paribus, than its wage bill 

warranted.” (Szymanski, 2000, p. 602) 

Although the model clearly has benefits one should note that it rests on the assumption 

of market efficiency and that the highest salaries determines where the best players end 

up. If there were some unknown variable that is correlated with both playing success 

and the share of black players then this assumption might not hold. As an example of 

such a variable Szymanski tests to include the number of players developed entirely 

within their current club. This variable shows a positive correlation (0.38) with playing 

success but becomes insignificant when team salary spending is included in the model. 

But other such variables could of course still exist. This means that the model doesn’t 

deal with all problems related to omitted variables but that it does deal with some known 

problems with the wage regression model rather efficiently. Some further limitations, 

with respect to this essay, will be discussed in Section 8. 

 

4 Theoretical framework 
 
Theories on discrimination 

Within the neoclassical theories there are generally two main lines of thought as 

discrimination either being preference based or based on statistical discrimination (Fang 

& Moro, 2011). The preference based theories originate from Becker (1957). He 

introduced the concept of a decision makers “taste for discrimination” and argued that 

decision makers discriminate based on preferences against a certain group (typically 

based on gender, race or ethnicity). This can be discrimination from the employer, the 

employee, other employees or customers. In the case of salary discrimination against 

players, prejudice clubs might experience some disutility from hiring foreign players. 

To hire foreign players then, the club needs to be compensated for this disutility. The 
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demanded wage wij by the individual i of nationality j is then perceived as wij(1+djk) by 

the club. Where djk captures the clubs taste for discrimination. This leads to individual i 

being paid less than the value of his or her marginal product if he is restricted to seek 

work among discriminatory clubs. Players might in the same way experience 

discrimination from fans who might perceive the price of the game ticket differently 

based on the share of foreign players on the team. (Becker, 1957). 

When firms engage in discrimination they bear a cost for doing so. This is since for the 

less discriminatory firm there is always an opportunity to hire individuals from the non-

preferred group at a relative low cost compared to their productivity. (Longley, 2006). 

Becker’s prediction for general labor markets was that in the long-rung discriminatory 

firms would be driven out of the market by less discriminatory firms who would take 

advantage of the lower wages for the non-preferred group (Becker, 1957). In the case of 

soccer, we would expect that if discrimination against foreign players exist, less 

discriminatory clubs should be able to take advantage of this and achieve greater 

playing success than more discriminatory clubs.  

The starting point for the theories on statistical discrimination are generally attributed to 

Phelps (1972) and Arrow (1973). Theories on statistical discrimination can be thought 

to predict that clubs will discriminate against certain groups of players if they are 

believed to be less qualified than other groups and if it’s costly to gain information 

about individual productivity. The beliefs of the club might be based on previous own 

experiences with different groups or held beliefs about differences in the productivity 

levels of the groups (Phelps, 1972; Arrow, 1973). 11 

Dealing with uncertainty 

It’s likely that the signing of a foreign player involves more uncertainty, relative a 

Swedish player, when it comes to correctly assessing performance. As an example, the 

signing of African soccer players to Sweden have been described by managers as 

                                                
11 The differences between Phelps (1972) and Arrow (1973) can in short be summarized to be that in Phelps model all human capital 
investment is taken as given whereas in Arrows model it’s derived in an equilibrium depending on the returns to human capital 
investment conditional on the group membership. In simple versions of both models the average productivity for the group serves as 
a proxy to estimate individual productivity when that’s impossible or costly to do.  
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“buying a lottery ticket”, “a bit of a crapshoot” and as a “risk worth taking” all 

according to Scott (2015). These statements hint on the uncertainty involved. When 

signing a Swedish player, the quality of the league and the opposition facing that player 

is better known by the manager. The performance of Swedish players is also easier to 

observe compared to for example foreign players. In the case of foreign players’ 

Swedish clubs also rely heavily on third party information from scouts and player 

agents (Scott, 2015). Aigner and Cain (1977) started from Phelps model but developed 

it further by incorporating employer risk-aversion into the model. In a soccer context, 

building on Aigner and Cain, we would expect that if two groups of players are equally 

productive on average but one group has less variance in productivity the group with the 

smaller variance will be paid more relative the other group.  

Research by Kahneman and Tversky (1979; 1984) suggest that, even if people tend to 

be risk-averse in general, depending on the circumstances there are situations where 

people are actively seeking risk. They have shown that when people choose between 

two options (A and B) where the expected outcome is negative ( EV(A) < 0 and EV(B) 

< 0) they often prefer an option (A) with more uncertainty (σ2
A > σ2

B) even if EV(A) < 

EV(B). Applying these theories to soccer we can think of a situation where a team 

might be thought to head towards relegation. Under such circumstances, teams might 

actively seek risk rather than avoid it. Here, the high-risk option of signing foreign 

talent might include a small chance of finding superior talent due to the large variation 

in individual performance (given some wage cost).  

Home-country preferences  

Bryson, et. al (2014) argues that the foreign player premium in Italy can be partly 

explained with migration costs and native player preferences for staying in the home 

country. According to Borjas (1999) once a migrant has decided to bear the fixed costs 

of migrating to the U.S. there is little additional costs to incur when choosing in which 

state to live. We might think similarly of migrants in soccer. Suppose a non-European 

player decides to leave his home country for Europe as he expects the returns to 

migration will exceed the migration cost. It’s hard to imagine that the average migrant 

would have any clear preferences as to which country to live. And even if the average 
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migrant would be certain that he wants to go to Sweden we wouldn’t expect him to have 

any clear preferences between different cities. Following these assumptions, we can 

expect the player to sell his labor at a relatively large competitive labor market were 

clubs bargain for players on a bilateral basis. If the player wants to maximize income he 

would then choose the best offer available. Suppose on the other hand a player that was 

born in Sweden and have clear preferences for staying in his home town. He would 

restrict his options to one or maybe a few clubs within convenient distance and clubs 

might gain some monopsony power. A monopsony employer would be expected to pay 

lower salaries compared to an otherwise equivalent employer (Ashenfelter, et al., 2010). 

It’s plausible then that Swedish players on average might suffer a salary penalty 

compared to foreign players since their preferences for staying within their local area 

will likely be both > 0 and > foreign players. 

Foreign superstars 

A second explanation put forward by Bryson, et al. (2014) is that foreign players might 

be superstars in contrast to native players. Rosen  (1981, p. 845) defines superstardom 

to exist when a “relatively small numbers of people earn enormous amounts of money 

and dominate the activities in which they engage”. To explain why this happens Rosen 

believes that there is a positive and convex relationship between talent and rewards so 

that a small increase in talent might lead to a huge increase in rewards. According to 

Bryson et, al. (2014, p. 13) there is general acceptance that superstardom “aries in 

buisnesses where there are highly skewed positive returns to talent associated with 

scale economics of joint consumption which allow relatively few sellers to serve a large 

market” . In the case of soccer this could for expamle be understood by broadcasting of 

games or sales of team jerseys. A star player that is only slightly better than the rest of 

the players in the league might dominate the game and have his games watched, or his 

jersey worn, by a lot more people than those of (almost) the same talent that don’t 

qualify as stars. Adler (1985) offers an alternative explanation as to why superstars 

appear in some markets. When consumption includes aquring knowledge by discussing 

with others, consumers are better off if all could agree on who is the stars of the game. 

In the context of soccer, the average  consumer can’t follow all players and if discussing 

soccer with friends are part of what creates utility then this utility is maximized if all 
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can agree on who are stars and who’s not. 13 Consumers can then decide to watch the 

games of the “stars” and make it possible to effectively interact in discussion with 

others. Under this explanation productivity and superstardom might not be related and 

who becomes a “star” might be random or driven by other factors. In Swedish soccer, 

it’s possible that foreign players are seen as “star” players (even compared to native 

players of euqal productivity). If superstars exist in Swedish soccer this group of 

players might be relatively small. Clubs might gain (for example from higher revenues 

through increased attendance) from having star players. It follows that in a competitive 

market players that already posses, or are more likely to attain, this feature might earn 

salaries that are higher than the “non-star” players. If foreign players are seen as stars 

this could explain the existence of a salary premium for foreign players. 

An economic model for soccer clubs 

The theoretical model outlined below is an adaption and simplification of Szymanski 

(2000) who’s study on racial discrimination in English soccer was reviewed in the 

previous section. For simplicity players are here either assumed to be Swedish or 

foreign but in the model specification in Section 5 nationality is allowed to vary by 

more than two groups. Suppose clubs want to maximize some utility function (Ωi) as 

specified below. 

 
Ω* = 𝛼*𝑠* + (1 − 𝛼*)𝑤* 

 

Here ai captures the preferences for Swedish players. si  is the share of Swedish players 

on the team and wi  are playing success. It follows that the share of foreign players is (1 

- si). The question of whether clubs are primarily concerned with profit maximization or 

rather maximizing playing success (wi) subject to some budget constraint has been 

debated.14 In modern sport economics, while profit maximization is generally assumed 

                                                
13 See Neale (1964) for a discussion on the “league standing” effect of professional sports which is related to this concept 
14 Neale (1964) is credited with being first to model professional sports according to economic theory and studied the economics of 
U.S. professional sport leagues. He noted the “peculiar” economics of sports and thought that clubs were not competitors, in an 
economic sense, but instead participated in the joint production of games and excitement. Following from that he thought of the 
leagues, rather than the clubs, as the theoretical “firm”. Sloane (1971) argued that Neale’s model was ill-suited for European sports 
and concluded that in Europe the assumption of the club as the  
“firm” was more in line with reality as there is a relative low share of coordination between clubs and that the leagues in Europe has 
the role more of a governing body than anything else. 
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to be the main objective in North America, for Europe the most common assumption is 

that the objective of clubs is to maximize playing success subject to a break-even 

constraint (Sloane, 2015). Regardless of theoretical starting point the implications of 

negative or positive team preferences on nationality would be qualitatively the same 

(Szymanski, 2000). Previous discussions in this section suggest that the source of ai can 

come from held manager preferences (ti) or be influenced by fan attitudes (fi) according 

to Becker (1957). It might also be affected by the degree of risk-aversion (𝜎i ) according 

to Aigner and Cain (1977) or Kahneman and Tversky (1979, 1984). The share of 

Swedish players (si) is also thought to depend on ai as 

 

𝑠* 𝑎* 𝑡*, 𝑓*	, 𝜎*  

If teams then are risk-averse (𝜎 > 0) we would expect foreign players to enter the league 

at lower salaries compared to Swedish players of same productivity levels. However, if 

teams discriminate solely due to risk-aversion, this would vanish or be greatly reduced 

once the “true” level of performance by foreign players can be observed by everyone. 

This would imply that once foreign players have played out a first contract and are up 

for contract re-negotiations or free to sign with a new club as a Bosman-player they 

would receive similar salaries to that of Swedish players with equal productivity levels. 

Playing success is thought to depend on team talent Ti which, under the assumption of a 

competitive market, is dependent on wage cost (ci). But Ti will also be affected by si. 

This means that from the clubs’ perspective the price of talent will depend on s* and ai 

where s* will be set endogenously by the supply and demand for players in the labor 

market. This can be understood by thinking about any situation where a club is facing a 

decision involving signing new players. If clubs have any clear preferences (a) other 

than getting the most productive player, given some wage cost, this will lead to lower 

expected productivity. Conversely, holding player productivity constant, this additional 

required attribute, such as a certain nationality or a low/high degree of uncertainty, will 

come with an associated cost. Playing success can then be expressed as 

 

𝑤* 𝑇*(𝑐*(𝑠* 𝑎*  
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It’s also assumed that talent, of any nationality, is supplied at a constant marginal cost. 

No assumptions are made about the distribution of the talent between nationalities but it 

is assumed that the total talent on the team of N different nationalities can be aggregated 

across N players of j nationalities as 

𝑇* = 𝑡F

~

FH0

 

5 Methodological framework 

Following Szymanski (2000) the following empirical model is constructed for testing 

for the existence of discrimination or a wage premium for immigrants. 

𝑙𝑜𝑔𝑜𝑑𝑑𝑠*+ = 𝛼* + 𝛽0𝑑𝑖𝑣*+ + 𝛽2 𝑐*+ − 𝑐+ + 𝛽3 𝑝*+ − 𝑝+ 	+ 𝛽7 𝑛*F�+ − 𝑛F�+ + 𝜀*+ 

logoddsit is the measure of playing success. It’s calculated as ln(leagueposit / (teamst+1 

– leagueposit)) where leagueposit is the combined league position of the two leagues15. 

This follows Szymanskis model and puts more weight on performance in the higher vs. 

lower ends of the performance distribution. It differs slightly in that it is calculated so 

that finishing high up the league system gives a positive number, this has only the effect 

of making interpretation easier (all positive coefficients have a positive effect on 

playing success). ai captures club specific fixed effects such as culture or geographic 

advantages. The divit is a dummy variable equal to 1 if team is playing in lower division 

Superettan and reflects the fact that the maximum attainable league position is therefore 

restricted. cit is the log of operating cost and is subtracted by the average log operating 

cost during the season.16 pit is the number of players used during the season and is 

subtracted by the average for all teams in season t. It is included to capture elements of 

bad luck as a higher turnover often reflects more injuries during the season. Finally, the 

variable of special interest is that of nijkt which captures the difference in the share of 

matches played by a certain group of players. The subscript j indicate that groups may 

differ on j different nationalities. To allow for statistical discrimination the subscript k 

                                                
15 For example, in 2015 the last placed team in Allsvenskan would have a value of 16 and the first placed team in Superettan would 
have a value of 17 
16 The motivation for using operating costs instead of wage cost is related to the available data and discussed in Section 6 
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of variable n indicate that groups may also be different with respect to the number of 

years since migration. In line with the other variable it’s subtracted with the average for 

share of matches by the same group during the season. If the coefficient of nijkt is 

positive and significant then teams benefit from overweighting players from group jk. 

This would then indicate the existence of discrimination. Contrary, any significant and 

negative coefficient would imply that players of group jk are overpaid relative other 

groups. 

This essay differs from Szymanski in that the panel is unbalanced and the sample size is 

smaller. Therefore, the choice has been made to perform statistical testing with a fixed 

effects estimation instead of the first difference method to keep as many observations as 

possible. This method produces consistent estimates compared to an ordinary least 

squares regression but might be more inefficient in producing larger standard errors.17 

Using the first difference method would be necessary if any issues with non-stationarity 

could create possible spurious correlations. For this specific model, however, the 

dependent variable is a function of league position and contains no general trends and 

first differencing are therefore not judged necessary. 

To investigate the existence of fan discrimination against foreign players the most 

straightforward way seems to be to estimate how the willingness to consume (soccer) is 

related to the share of foreign players. Inspiration for such models can be found in 

Preston and Szymanski (2000) and the specified model resembles theirs at large. Here, 

the first difference method is necessary to avoid spurious correlations as both attendance 

figures and the share of foreign players show clear positive trends during the time 

period.18 

∆ℎ𝑜𝑚𝑒*+ = 𝛼 + 𝛽0∆𝑙𝑜𝑔𝑜𝑑𝑑𝑠*+ + 𝛽2∆𝑑𝑖𝑣*+ + 𝛽3∆𝑝*+ + 𝛽8∆𝑛*F�+ + 𝜀*+ 

In the model Δhomeit is the change in log of total home attendance for team i. Fixed 

team effects are present but not written out in the model as they become removed when 

                                                
17 See Gujarati & Porter (2009) 
18 These trends are easily seen on a time-series graph. Also, when running a fixed effects model on the data the R2 becomes close to 
1 which might also indicate spurious correlations  in the data. 
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first differencing. Teams are thought to differ in local soccer traditions, socio-economic 

factors and competition for attendance from other sports amongst other things. 

Δlogoddsit is the change in playing success and defined as before but is now included on 

the right-hand side of the equation as home attendance is thought to be highly correlated 

with playing success. Δdivit is =1 if team is promoted and =-1 if team is regulated in 

season t. Δpit is the change in number of players used during the season as before to 

capture effects due to disturbances. Δnijkt is defined as before and if positive and 

significant can be interpreted as fans having positive preferences for foreign players.  

6 Data 

Team level data have been collected for the years 2001-2015 from the publications on 

the economics of professional soccer by the Swedish soccer association. These 

publications run from 1998 to 2015 for Allsvenskan and 2000 to 2015 for Superettan. 

(Svenska fotbollsförbundet, 2001-2015). The time period was chosen due to the fact 

that for this time period team rosters for all teams in Allsvenskan and Superettan are 

publicly available at the homepage for the Swedish soccer association. The data 

contains all participating teams in Allsvenskan and Superettan for the time period 

yielding 466 season-team observations . For the years 2008-2015 there are 32 teams for 

each season and for 2001-2007 there are 30 teams each season. This is due to the 

expansion of Allsvenskan from 14 teams to 16 teams in 2008.  

Data on the specific wage cost for each team was only available from 2009 and onward. 

However, total operating cost19 was available for the full period (2001-2015). Operating 

cost is thought to be a good proxy of wage cost and the choice have therefore been 

made to use total operating cost in this essay.20 In total the team data consist of 466 

observations and 54 unique teams.21 There are 14 teams with a complete set of 15 

observations and together they make up 45% of all observations. There are 27 teams 

with 10 or more individual observations and they make up 80% of all observations. 

There are 8 teams that only have 1 observation for the whole period and they together 

                                                
19 This is total cost but excluding transfer fees from buying and selling contracted players from and to other clubs 
20 The correlation between the logs of both metrics are 0.978 and regressing ln(wage_cost) on ln(operating_cost) including team 
fixed effects produce a R2 of 0.982.  
21 Complete financial data were available for 465 out of 466 clubs 
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make up 2% of all observations. Some descriptive statistics of the team level data are 

presented in “Table 1”. “Figure 2” shows the correlation between the average relative 

team cost22 and the log odds ratio23. The correlation of 0.878 is comparable to the 0.898 

that was found by Szymanski (2000) in English soccer.24 25 This finding supports the 

important underlying assumption of a free market for soccer players in Sweden since 

the most talented players seem to end up in the teams that pay the highest wages.  

TABLE 1: Descriptive statistics of team level data 
 (1) (2) (3) (4) (5) (6) 
VARIABLE 
(million SEK/year) 

Observations Mean Standard 
deviation 

Median Min. Max. 

       

Revenue (2001-2015) 465 37,8 38,8 25,2 3,6 416,8 
Operating cost (2001-2015) 465 39,6 35,8 27,5 4,7 260,3 

Wage cost (2009-2015) 208 26,5 19,2 20,6 3,5 112,5 

Wage cost of total cost (2009-2015) 208 0,57 0,29 0,57 0,29 0,77 
Number of observed seasons per team (2001-2015) 466 8,6 5,5 9,5 1 15 

Note. Data collected from the economic reports on Allsvenskan and Superettan by the Swedish soccer association (SvFF, 2001-2015). 

With the help of available team rosters on the homepage of the Swedish soccer 

association a player database was created that included 11 139 player-season 

observations which was later merged with earlier collected data on clubs. All players 

with less than 1 appearance for a given season were excluded. Each observation 

included data on the player name, team matches and season. Since the same player can 

play for many years and be observed many times the number of unique players in the 

data are substantially less at 3 591 players. Data on nationality was not readily available 

and each player was assigned a nationality with the help of internet databases.26 A fair 

share of players had two recorded nationalities. This is typically due to different 

procedures on citizenship between countries27 and foreign players staying long enough 

                                                
22 The relative team cost is the cost of the i:th team divided by the average of all teams in a given season. The average relative team 
cost is then the average of that across all seasons.   
23 Some team labels had to be excluded to enable reading 
24 As a reference point Szymanski and Longley (2001) found a correlation of 0.37 in the National Hockey League (NHL) which 
operates under a lot of restrictions compared to European soccer leagues. Some examples include a draft system of new players and 
rookie contracts for new players set by the league 
25 Granger causality testing was also performed according to Lopez and Weber using Stata command xtgcause with lags selected 
according to Aikaike information crieterion. The Ho hypotheses that there is no Granger causality for no team included in the panel 
could be rejected in both cases at significance level >0.0001  (Lopez & Weber, 2017). This is not surprising as increased playing 
success should mean more revenue (and allow higher costs) according to the theory presented in Section 4. On the other hand, 
increased spending should also increase playing success as the sum of talent on the team should become larger in line with the 
assumption of a competitive market for players. Note that this only tests for Granger causality between seasons. 
26 The two that were mostly used were www.transfermarkt.com and www.elitefootball.com. In some rare instances player data was 
missing and other sources such as local news articles and the like had to be used instead and these were typically found through 
www.google.com.  
27 Some countries, mainly in the Americas, practice jus soli where citizenship is assigned to people born on the countries territory. 
Most other countries follow jus sanguinis where citizenship is passed on from the parents.  
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(typically five years or more) in Sweden to become citizens. When two nationalities 

where observed, only one primary nationality was assigned according to and in order of 

the country of birth, player parent club, player youth clubs and national team 

appearances. This should lead to a similar categorization of Swedish players to that of 

Hammarstedt (2006). In the case were no firm evidence of a primary nationality was 

found players were assumed to be Swedish. For most players, such data was however 

available. Based on the nationality of the players they were then grouped into different 

regional groups.  

 
FIGURE 2. Average operating cost and average log odds ratio. Data collected from the Swedish soccer association (SvFF, 2001-2015). 

For all observations that were recorded with a non-Swedish nationality a variable 

named “Year of migration” was also included. This variable contains the year that the 

player first signed with a Swedish club (of any league division, including lower 

divisions below Superettan). From this the number of years since migration could be 

calculated for each observation and included as a variable. Descriptive statistics of the 

individual player data are presented in “Table 2”. Finally, differences between leagues 

Allsvenskan  and Superettan with respect to key variables used can be observed in 

“Table 3” together with data for the full sample. 
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TABLE 2: Descriptive statistics of player data 
    Years since migration (YSM) 
 (1) (2) (3) (4) (5) (6) (7) (8) 
STATUS Observations Percent Cum. Mean Standard 

deviation 
Median Min. Max. 

         
Swedish 8 868 79,61 79,61 - - - - - 
Foreign 2 271 20,39 100,00 2,6 3,42 1 9 28 
Total 11 139 100,00 100,00 2,55 3,38 1 0 28 

         
Swedish 8 868 79,61 79,61 - - - - - 
Non-EU/EEA 1437 12,90 92,51 2,90 3,70 2 0 28 
EU/EEA 834 7,49 100,00 2,09 2,82 1 0 17 
Total 11 139 100,00 100,00 2,55 3,38 1 0 28 

         
Swedish 8 868 79,61 79,61 - - - - - 
Western Europe 746 6,70 86,31 2,07 2,83 1 0 17 
Africa 630 5,66 91,97 2,95 3,30 2 0 25 
Eastern Europe 358 3,21 95,18 3,52 3,96 2 0 17 
South America 355 3,19 98,37 2,83 2,19 1 0 14 
North America 116 1,04 99,41 0,86 1,13 0 0 5 
Middle East 37 0,33 99,74 8,46 8,88 4 0 28 
Oceania and Asia 29 0,23 100,00 1,96 2,57 1 0 9 
Total 11 139 100,00 100,00 2,55 3,38 1 0 28 

Note. Data collected from the Swedish soccer association (SvFF, 2016) 
 

TABLE 3: Key variables 
 Full sample Allsvenskan Superettan 
VARIABLES Mean Mean Mean 
    
Logodds (2001-2015) 0.009 1.306 -1.218 
Log of team cost (2001-2015) 3.326 3.975 2.713 
Players used in season (2001-2015) 23.908 23.920 23.895 
Share of foreign players (2001-2015) 0.198 0.252 0.148 
Wage cost of total cost (2009-2015) 0.566 0.546 0.591 
Observations 465 226 239 

Note. Data collected from the Swedish soccer association (SvFF, 2001-2015). 

 
7 Results 

The results from regression discussed in section 5 are presented in “Table 4” below. The 

dependent variable is playing success (measured as a log odds function) and all positive 

and significant coefficients could be interpreted as having a positive effect on playing 

success. (1) shows the result of just fitting the control variables in an OLS model. (2) 

shows results when including fixed effects.28 (3) through (8) includes the variable of 

interest – the within season difference in the share of matches played by foreign players. 

(3) through (7) shows how the coefficient changes when model is restricted. (8) 

represents the full model and the results suggests that foreign players on average earn a 

significant salary premium compared to Swedish players. “Figure 3” shows the average 

effects on playing success for the five clubs with the best average league position. The 

effect of the foreign player premium is displayed in blue and (#) indicate the average 

                                                
28 Restricted F-tests shows that team fixed effects are significant and that all intercepts do not equal zero and thus it’s likely that the 
fixed effects belong in the model (p-value < 0.00001). 
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league position. “Other variables” include team average effects of player turnover, team 

fixed effects and the league division dummy for Superettan. 

 
 FIGURE 3. Average effects on top five clubs. Predictions based on regression (8) in “Table 4” 

The interpretation of the results in “Table 4” is not obvious but using the output in (8) 

and the mean values presented in “Table 3” the average effect can be calculated. Doing 

so suggest that migrants on average get paid a premium of 158% compared to Swedish 

players and that the average team could reduce annual spending on salaries by 2.7 

mSEK by hiring only Swedish players (holding playing success and other variables 

constant and assuming no labor market impacts of doing so).29
 

The fact that there seems to be a significant salary premium on foreign talent is in line 

with the previous findings on Allsvenskan (Hammarstedt, 2006). The premium is larger 

and more significant in Allsvenskan compared to Superettan and this might be an effect 

of that foreign players are more common in Allsvenskan. The positive coefficient for 

foreign players in (3) might be interpreted as foreign players being better compared to 

                                                
29 Calculated using mean values in “Table 3” according to 0.951(X+3.326)=0.902(0-0.198) and 0.951(X+3.326)=0.902(1-0.198) 
respectively where X is equal to Ln(Team operating cost). To arrive at wage cost instead of operating cost the 0.566 wages of total 
cost from the same table was also used. Please note that results don’t say anything about levels. Migrants could be significantly 
overpaid relative their productivity but still earn a low salary in absolute terms as these results don’t say anything about how the 
foreign salary premium behaves depending on where in the income distribution of players we look. 
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natives on average (when not controlling for team effects or team spending). This would 

support the argument of foreign players being star players but results are not significant. 

TABLE 4: Regression estimates 
 
VARIABLES 

(1) (2) (3) (4) (5) (6) (7) (8) 
Logodds Logodds Logodds Logodds Logodds Logodds Logodds Logodds 

         
Leagues included Both Both Both Both Both Allsvenskan Superettan Both 
Team fixed effects No Yes No No Yes Yes Yes Yes 
Superettan -1.374*** -1.178*** -1.350*** -1.648*** -1.177***   -1.189*** 
 (0.115) (0.144) (0.116) (0.105) (0.152)   (0.144) 
         
Log of team cost 0.919*** 0.872*** 0.897***  0.978*** 1.116*** 0.742** 0.951*** 
 (0.072) (0.206) (0.073)  (0.220) (0.289) (0.342) (0.209) 
Players used -0.101*** -0.110*** -0.106*** -0.107***  -0.100*** -0.115*** -0.106*** 
 (0.013) (0.015) (0.014) (0.016)  (0.024) (0.021) (0.015) 
         
Share of  
foreign players 

  0.501 
(0.323) 

-0.539 
(0.432) 

-1.276*** 
(0.449) 

-1.558** 
(0.620) 

-0.798 
(0.695) 

-0.902** 
(0.429) 

         
Constant 0.715***  0.703***      
 (0.070)  (0.070)      
Observations 465 465 465 466 465 226 239 465 
R-squared 0.753 0.814 0.755 0.807 0.794 0.825 0.823 0.816 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Note. The collected data comes from the Swedish soccer association (SvFF, 2001-2015; SvFF, 2016) 

In “Table 5” the coefficients when grouping foreign players into different regions are 

presented. The dependent variable is again the log odds function of league position and 

fixed team effects as well as control variables for players used and team cost are 

included as before.30 Some groups of players contain quite few observations but are 

shown nonetheless (see “Table 2” for frequencies). The salary premium seems to be 

larger for non-EU players compared to EU players which is consistent with Italian 

findings by Bryson, et. al (2014). The results also show that the salary premium is 

largest and most significant for Eastern European players. This finding is interesting 

since according to Frick (2007) possible discrimination against Eastern European 

players is an area where results have previously been indecisive and where 

discrimination might co-exist with a general salary premium for foreign players. These 

results, however, shows that in Sweden the salary premium might in fact be the largest 

for Eastern European players. 

 

                                                
30 To save space only coefficients of the new variables are shown. The base model is the same as (8) in Table 4 and all other 
variables where found significant as before with no major changes in coefficients 
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TABLE 5: Regional differences 

 (1) (2) (3) (4) (5) (6) 
VARIABLES Logodds Logodds Logodds Logodds Logodds Logodds 
Leagues included Both Allsvenskan Superettan Both Allsvenskan Superettan 
       
Share of EU/EES players -0.657 -1.031 -0.471    
 (0.647) (0.823) (1.246)    
Share of non-EU/EES players -1.091* -2.135** -0.966    
 (0.569) (0.859) (0.877)    
Share of Western European players    -0.213 -1.008 0.887 
    (0.681) (0.846) (1.461) 
Share of Eastern European players    -3.253*** -6.751*** -1.885 
    (1.094) (1.904) (1.457) 
Share of South American players    -0.355 -1.132 -0.620 
    (1.010) (1.403) (1.870) 
Share of North American players    -3.257* -1.899 -3.001 
    (1.720) (3.214) (2.222) 
Share of African players    -0.526 -1.489 -0.674 
    (0.811) (1.140) (1.331) 
Share of Middle Eastern players    0.152 3.536 -0.397 
    (3.041) (4.917) (4.836) 
Share of Asian and Oceanian players    -2.315 -3.935 -3.171 
    (3.201) (4.348) (6.393) 
Observations 465 226 239 465 226 239 
R-squared 0.816 0.826 0.823 0.820 0.833 0.825 

Standard errors in parentheses 
*** p<0.01, ** p>0.05, * p<0.1 

Note. The collected data comes from the Swedish soccer association (SvFF, 2001-2015; SvFF, 2016) 
 

If super-star effects are part of what explains the salary premium then a positive 

relationship between an increase in foreign players and team home attendance would be 

expected. Results in “Table 6” indicate that significant super-star effects can’t be 

observed in Sweden during this period. The dependent variable is the change in (the log 

of) total home attendance for team i and all independent variables are specified in 

levels. This means that a 10% increase in the share of matches played by foreign players 

can be interpreted as increasing home attendance by approximately (β*10)%. Results in 

(2) the suggest that a 10% increase in foreign players might increase attendance by 

0.29%, but results are not significant. 

No category of foreign born players show a statistically significant effect on home 

attendance. Following Bryson, et. al (2014) who finds that the effect of superstars is 

higher in the top end of the income distribution a corresponding attempt is done in 

models (5)-(7) where the same specification is ran on the quartile of clubs that had the 

highest average revenue during the period under the assumption that salaries of players 

will also be on average higher in these clubs. Results in (5) suggest that a 10% increase 
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in foreign players might increase attendance by 1.84% increase on attendance, but again 

results are not significant. As for any fan discrimination however, it should be noted 

that the result of all of models in “Table 6” imply that there is no evidence of fan 

discrimination against foreign born players in Sweden.  

TABLE 6: Immigrants and home attendance 
 Full sample  Top quartile on average revenue  
 (1) (2) (3) (4)  (5) (6) (7) 
VARIABLES Δ Home Δ Home Δ Home Δ Home  Δ Home Δ Home Δ Home 
         
Δ Logodds 0.083*** 0.083*** 0.083*** 0.084***  0.073*** 0.074*** 0.072*** 
 (0.013) (0.013) (0.013) (0.013)  (0.019) (0.019) (0.020) 
Δ Players used -0.013*** -0.013*** -0.013*** -0.013***  -0.013** -0.013** -0.012** 
 (0.004) (0.004) (0.004) (0.004)  (0.006) (0.006) (0.006) 
Δ Superettan -0.452*** -0.451*** -0.451*** -0.446***  -0.444*** -0.439*** -0.440*** 
 (0.032) (0.032) (0.032) (0.033)  (0.077) (0.078) (0.081) 
Δ Share of foreign players  0.029    0.184   
  (0.132)    (0.232)   
Δ Share of EU/EEA players    0.018    0.125  
   (0.198)    (0.311)  
Δ Share of non-EU/EEA players   0.035    0.253  
   (0.162)    (0.333)  
Δ Share of Western European players    0.032    0.236 
    (0.214)    (0.343) 
Δ Share of Eastern European players    0.237    -0.805 
    (0.343)    (0.857) 
Δ Share of South American players    -0.029    0.195 
    (0.291)    (0.471) 
Δ Share of North American players    0.370    -0.082 
    (0.462)    (1.125) 
Δ Share of African players    -0.253    0.715 
    (0.243)    (0.489) 
Δ Share of Middle Eastern players    1.288    2.051 
    (0.888)    (2.022) 
Δ Share of Asian and Oceanian players    0.148    -0.899 
    (1.068)    (1.314) 
         
Constant 0.002 0.002 0.002 0.003  0.034* 0.034* 0.032 
 (0.011) (0.011) (0.011) (0.012)  (0.019) (0.019) (0.020) 
         
Observations 351 351 351 351  95 95 95 
R-squared 0.551 0.551 0.551 0.557  0.478 0.478 0.505 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Note. The collected data comes from the Swedish soccer association (SvFF, 2001-2015; SvFF, 2016) 

In previous sections I hypothesized that if higher uncertainty was involved in decisions 

on foreign players this could be reflected in a lower offered salary upon entry in 

Swedish soccer. The coefficients when testing this relationship are presented in “Table 

7” and shows that this hypothesis should be rejected as salary premiums are overall 

larger for players with ≤ 3 years since migration. The choice of three years is meant to 

reflect a reasonable cut-off point with respect to the distribution of foreign players on 

years since migration and is also thought to be somewhere around the average length of 

a player’s contract. However, tests have been run with cutoffs at two respectively four 

years with similar results. 
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TABLE 7: Years since migration  
 (2) (3) (4) (5) (6) (7) 
VARIABLES Logodds Logodds Logodds Logodds Logodds Logodds 
       
Leagues included Both Both Allsvenskan Allsvenskan Superettan Superettan 
       
Share of foreign players w.  -1.078**  -1.572**  -1.156  
≤ 3 YSM (0.471)  (0.678)  (0.767)  
Share of foreign players w.  -0.312  -1.513  0.531  
> 3 YSM (0.783)  (1.036)  (1.391)  
       
Share of EU/EEA players w.   -0.757  -0.802  -1.038 
≤ 3 YSM  (0.668)  (1.302)  (0.850) 
Share of EU/EEA players w.   -0.021  1.963  -1.254 
> 3 YSM  (1.421)  (3.300)  (1.685) 
Share of non-EU/EEA players w.   -1.378**  -1.370  -2.395** 
≤ 3 YSM  (0.661)  (0.974)  (1.036) 
Share of non-EU/EEA players w.   -0.446  0.194  -1.755 
> 3 YSM  (0.911)  (1.533)  (1.246) 
       
Observations 465 465 226 239 239 226 
R-squared 0.816 0.817 0.825 0.824 0.824 0.826 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Note. The collected data comes from the Swedish soccer association (SvFF, 2001-2015; SvFF, 2016) 
 
 

8 Discussion 

Results presented rests on the assumption of an overall competitive market for soccer 

talent. This assumption could be challenged by including other possible explanatory 

variables in the model. Such variables might be the share of players developed within 

the club suggested by Szymanski (2000). It might also be other geographic, 

demographic and economic variables. In Superettan, some players are only part-time 

soccer players and pursue other careers simultaneously. These players might restrict 

their choices of clubs also according to other labor market conditions, for example 

prefer to play in bigger cities if those are believed more likely to provide employment 

outside of soccer. These club specific attributes can be thought to be stable during the 

time period and should then be incorporated in the included team fixed effects to a large 

degree.   

There is also the possibility that immigrants to Swedish soccer have a different age 

distribution than Swedish players. They are likely to move to Sweden at the start of 

their careers and as seen in “Table 2” foreign born players stay on average 2.6 years. 

The distribution is then likely to be skewed towards younger players and if clubs 

overpay in general for young over old then this might also bias the results. Another 

possibility is that clubs treat players as investments and that foreign players might give 

higher transfer proceeds to clubs when sold abroad. However, amongst the players 
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leaving Allsvenskan for foreign clubs 14 out of the 20 players with the highest ever 

transfer sums were Swedish (Lindstrand, 2016). 

Another implicit assumption is that Swedish and foreign players are substitutes rather 

than complements. This assumption reflects the transferability of soccer skills between 

countries but it’s possible that differences in specific soccer skills (such as dribbling or 

defense positioning) might be correlated with nationality. For example, South American 

players are at least commonly believed to be better than Swedes on one-on-one 

offensive situations and the Swedish national team were for some years in the 1990’s 

and 2000’s thought to achieve greater international success than warranted by most 

individual playing skills due to superior tactics and defensive play. It’s perhaps possible 

to imagine some “optimal” mix of Swedish and foreign players that is most beneficial to  

success. This might then also bias the results presented.  

 

Given the critique above, results follow previous findings within soccer and have 

theoretical support. The finding that foreign players earn a significant salary premium 

compared to natives is worthy of explanation and should be put into context. This essay 

provides support to initial findings by Hammarstedt (2006) on a salary premium in 

Sweden. The salary premium is estimated to be on average 158% and exceeds the 58% 

estimated by Hammarstedt . Since a different methodology and a larger dataset is used 

these results could also be seen to reject the hypothesis by Hammarstedt that omitted 

variables might be (the major) explanation for the foreign player premium. 

An unanswered question by Hammarstedt (2006) was if clubs overpay foreign talent 

due to them attracting more fans to stadiums? This explanation has a theoretical 

foundation from Rosen (1981) and Adler (1985) but when empirically tested in this 

essay I find no evidence to support this as home attendance is not found significantly 

correlated with the share of foreign players when controlling for playing success. This 

means that the superstar effect, as part of the explanation for a salary premium, is so far 

only valid in the major leagues.31 The fact that foreign born players aren’t seen as 

superstars in Sweden is perhaps expected as Sweden lags the major leagues 

                                                
31 See Bryson, et. al (2014) on Italy and to my knowledge, a positive effect on attendance have also been documented for South 
Americans in Premier League and Bundesliga, see Frick (2007) 
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substantially in the UEFA rankings and it’s likely that the superstar status are preserved 

for players in the top leagues of Europe. The explanation judged most credible is then 

that foreign born players benefit from a larger and more competitive labor market as 

discussed in Section 5. This benefit could come from two different sources that would 

yield similar outcomes. First, it could be the result of Swedish clubs gaining monopsony 

power when negotiating with native players. This builds on the assumption that native 

players, due to held preferences for staying in the home country restrict their possible 

choices of clubs. As a result, native players should expect lower salaries according to 

Ashenfelter, et al. (2010). This first explanation implies that the salary premium is 

mainly explained by some discriminating behavior from clubs against native players. 

As a second explanation, the salary premium could also be the result of foreign born 

players taking advantages of mispricing’s (of their talent) on a global market. As 

signing foreign born players involves some uncertainty as previously it’s very likely 

that the distribution of individual offers will also be quite wide as clubs might perceive 

individual talent differently. Since the player only needs to accept the best offer and that 

there is no collective bargaining over salaries foreign players might benefit. An 

interesting question is then, assuming that the overpricing of foreign talent on average is 

known by managers, why clubs not just sign Swedish players? One possibility is that 

managers prefer uncertainty under some settings in line with Kahneman and Tversky 

(1979, 1984).  Such a situation might be when managers have little confidence that the 

Swedish players available in the labor market would have any meaningful positive 

impact on team performance and doing nothing also yields a negative outcome (in terms 

of league position). If the objective is to maximize playing success they might then 

choose to buy the foreign player “lottery ticket” as described by Scott (2015). Clubs 

might also be forced to hire from the international labor market. Suppose a team, during 

the summer transfer window, finds itself in a situation where small differences in league 

position can have huge future impacts. This could be battling against relegation or 

qualifying for the Champions league. If teams want to hire additional talent they are the 

restricted to foreign players as most Swedish player will be under effective contracts. 

It’s then possible that teams behave differently during the transfer windows open during 

the pre-season and during the summer. Strategic planning and long term decision 

making might govern in the first whereas panic driven decisions and short term thinking 
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might dominate in the second. There has been an ongoing debate on whether Sweden 

should adapt to most Europe and follow the fall-to-spring season instead. Findings in 

this essay suggest that sticking to the current schedule might come with some 

unintended labor market effects.  

9 Conclusions 

The aim of this essay was to study wage differentials between native and foreign born 

soccer players in Sweden. The main finding is that there is no evidence of salary 

discrimination from clubs but instead a significant salary premium for foreign players. 

There is no evidence for any significant preferences by fans on player nationalities and 

superstar qualities of foreign players are not judged to be a credible explanation. Instead 

the salary premium is best explained by labor market imperfections and/or risk-seeking 

by teams.  

Results suggest that foreign players experience a positive wage cap upon entry to 

Sweden and if anything, seem to converge downwards as years since migration 

increase. In general migration studies, most literature have found that immigrants earn 

less than natives on entry and the debate have been around if, and if so, at which rate 

immigrants catch up to natives (Borjas, 1994). Reaching outside sports, one can think of 

similar occupations where skills are easily transferable across countries and where 

domestic labor markets might be subject to a limited domestic supply due to 

imperfections. Such jobs might be computer scientists, engineers as well as jobs within 

finance, academia and others. This could prove to be an interesting field for future 

research but data availability might be a potential problem. 

The motivations behind the decision making of Swedish soccer managers is interesting 

but not fully explained in this essay. The possible existence of “misbehaving” from a 

rational decision making perspective might also be further investigated. It’s possible 

that alternative theories within psychology, sociology and behavioral economics could 

further explain what’s going on.  
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