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Abstrakt

Jednim z hlavnich didvod( uvddénych pro organizacivelkych sportovnich uddlosti jako jsou olympijské
hry (Olympic Games - OG) je, Zze by mély mit pozitivni vlivy na organizujici ekonomiku. Nds pfispévek
analyzuje literaturu tykajici se ekonomickych dopad( londynskych OG a nékterych dalsich akci, aby-
chom Zjistili, zda dostupné analyzy tento argument potvrzuji. Poznatky jsou pomérné neutrdlni nebo
negativni. Hlavni pouZitou metodou byl rozbor dokumentdi.

Abstract

One of the main used reasons for organizing big sports events such as Olympic Games (OG) is that they
should have positive effects for the organizing economy. Our paper analyses literature regarding the
economic effects for the London OG and some other events to see, if accessible analyses confirm this ar-
gument. The findings are rather neutral or negative. The main used method was analysis of documents.
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INTRODUCTION AND METHODOLOGY

Olympics are not just a sporting event. Since the introduction of the modern Olympic Games
(OG), countries compete to organize them. This includes costs for preparing and promoting the
candidature. In this way, Chicago paid USD 100 million during three years in promotion, without
winning the competition (Gersten (2012).

For a long time, the organization of the OG was a question of honor, they took place with
a financial loss. For instance, the 1976 Montreal OG finished with a 1.5 billion dollars debt, paid
off only in 2006 (Gersten (2012). In Los Angeles in 1984, it was shown that the OG can be even
organized with a profit.

One of the main arguments for organizing the OG is its economic payoff to the country. This
argument is used in order to convince the local public and governments for the cause.

But is it really worthy to organize the OG? Do they really bring the expected economic benefit?
As we have no access to the real accounting of the organizers, we decided to analyze the existing
literature on the benefits of organizing a major sporting event. The used method is qualitative
analysis of accessible sources of information, including scientific literature.

RESULTS

Sterken (2006) says that the economic analyses of benefits of organizing a major sports event
are quite optimistic before the event and much more “modest” afterwards.
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As Parent, Rouillard & Leopkey (2011) conclude from their analysis, the real costs of organ-
izing a major sporting event also include the not directly registered costs paid by the local, regional
and national governments for the work of clerks regarding the organization. However, these costs
are not only invisible, but they would be made anyway, because the wages of the governments
clerks are fix. Sure, they might include some special costs that would not occur, such as travel and
communication costs, but we can conclude that these costs can stay omitted.

Up to Preuss (2005), there are benefits of the country/region/city that are lost, because some
locals and tourists spend their money elsewhere, choosing another destination. However, these
opportunity costs are hard to estimate, so we cannot include them.

On the other side, Halbwirth & Toohey (2001) consider that organizing such an event brings
new know-how to the participating institutions. With the right “knowledge management”, this
can result in higher efficiency of their work, which brings lower costs in the future. Even these are
hard to estimate. The authors mention that the costs for organization are higher anyway, because
of lack of information transmission between the organizing cities.

Preuss (2004) mentions that the OG make all participating countries spend money on their
teams and thus help their economies. However, this is out of the topic of this study, so we will
abstract from these costs and benefits.

This argument is confirmed by Madden J., Giesecke J. (2012): Prior studies expected that the
OG in Sydney would cause an increase in consumption by 5.6 billion dollars. On the contrary, the
households decreased their consumption by 2.1 billion dollars. Through taxes, they paid 2.2 bil-
lion dollars to organize the Olympics.

Preuss (2004) mentions that a major share of the costs is paid by the “sponsors, media and
donors”. Also, the opportunity costs are relatively low up to the author. These arguments are not
really relevant for us, because we mainly consider the costs and benefits of the economy as a whole.

Let’s concentrate on the official costs and benefits of major sporting events only for the
organizing regions/countries. Matheson, Baade (2006) analyzed the benefits of organizing the
Superbowl for the organizing states and cities. For instance, it should have brought USD 393 mil-
lion to Southern Florida. However, the average benefits were USD 92 million, but the outcome
was negative in many cases. 32 years of Superbowl were studied, which seems to be a long time
enough for a reliable study.

Preuss (2004) states that organizing a major event such as the OG can have different effects
for different regions, but it forces the institutions to invest and to promote investment into the
infrastructure, which can make them fasten the infrastructure development by ten years. This
can be good only if these investments are in line with the long-term plans of the region/country.

The OG can also help the economy to promote its products abroad (Preuss (2004) and pro-
mote the economy of the country and the region: Up to Berlin (2003), the Sydney OG promoted
the Pacific and Asian regions.

Up to Sterken (2006), organizing a FIFA World Cup does not increase the economic growth of
the organizing country, but the OG do (although very slightly). That is a very interesting finding,
probably it is so because the investments for OG are much larger and include more infrastructure
and a larger part of the economy. On the other hand Sterken found that the consumers’ behavior
changed only in the case of one of the four studied Olympic Games, which means there is prob-
ably not a long-time effect on the economy.

Szymanski (2012) considered that the benefits of the 2012 OG to the economy would be very
limited, for both the UK and London itself.

Bollough (2012) states that the benefits of the OG are not only direct effects for the economy,
but also implicitly through higher sports participation of the citizens. They mention that there
is also an expected benefit through indirect effects such as lower costs on health care, higher
economic activity, but also through lower criminality.

Szymanski (2012) expects that the 2012 SOG will not modify the sporting behavior of the
British citizens as it was expected. Up to them, these “benefits” are very limited.
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One year after the London OG, an official study of the resulting benefits was published (Report
5(2013a) and Report 5 (2013b), UK (2013)). It stated that the costs and the benefits are about
equal in the short term. If we include the benefits till 2020, they are four times bigger than the
costs. These results were commented by many authors, both in the press and in the scientific press
(BBC News (2013a), Cecil & Beard (2013), Donovan (2013), Flanders (2013), Ross (2013), Sky
Sport News (2013), Sloman (2013), SpecificationOnline (2013), Williams (2013) and others).
In general, they consider the long-term estimation as a speculation proving no real benefits for
the economy. In some cases (e.g. Flanders, 2013), the published number are considered as not
reliable. Sloman (2013) stresses that future maintenance costs are not included.

Let’s have a few comments on chosen economic benefits of the 2012 London Olympic Games
and Paralympic Games. The source (Report 5, 2013a) used for the evaluation of the “overall
economic impact” between others an “input/output framework”. The values are estimated in
2009 pounds:

“Given the available data and time periods used it is estimated that the Olympic related bene-

fits could total between £28 billion and £41 billion of net GVA over the period 2004 to 2020.

In terms of job years of employment, it is estimated that the impacts range from 618,000 to

893,000 over the period.” Most of these jobs and GVA creations were expected to happen

between 2011 and 2015.

- The skills of the British citizens (and workforce) would get improved and their employability
increased.

- “The Government’s legacy strategies anticipate that the Games would benefit a range of
economic sectors not only through the direct effects of Games contracts but also through
other commercial opportunities that the Games would generate.” The main expected profiting
sectors were retail, tourism, sports, leisure and amusement sector, “creative industries” and
high-technology sector.

- British export and import were expected to increase, showing the abilities of its businesses.

- Thanks to this, the OG would promote the United Kingdom as a “place to invest”.

- The overall net benefits for all regions would be almost 14 to 20 billion L.

- The abroad perception of the UK should have improved.

As mentioned above, these are only some chosen benefits that were/are to be expected, up to
the post-data study. The following comments are about other (also a priori) announced benefits,
as seen by experts and journalists.

First, to compare the costs and benefits at the date of the Olympics: Gersten (2012) reminds
that the estimated costs of the London Olympics rose in 2012 to “nearly $15 billion - almost four
times the initial amount of $4 billion” This was about 10 billion L. Compared to these 10 billion L,
Specificationonline (2013) and other sources reported that up to the government, the boost of the
Olympics was expected to be about 10 billion L. This boost was not a net boost, but an absolute
boost, which means “zero profit”. However, the officials argument that we have to watch in the
long term, when 20 to 40 billion L. of GVA are expected (Report 5, 2013a, see above).

Donovan (2013) considers that the human capital investments were lower than promised and
that most of the 70,000 created jobs were only temporary. Thus, the resulting benefits were lower
than promised.

Cecil & Beard (2013) see positive benefits for the British exports, including regarding the
organization of the 2014 FIFA World Cup and the 2014 and 2016 Olympic Games.

BBC News (2013a) discusses the increase of the number of sporting people. Up to some
results, this number increased by 1.4 million every week, up to others, it decreased by 200,000 in
a year. This does not show very positive results. The article quotes Lord Coe who says that the
Games should be evaluated only ten years afterwards.

Ross (2013) quotes other official benefits of the OG in London, which do not only regard the
economic side and the PR of the British organization and management. Thanks to the OG, the
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number of volunteers increased and thanks to the Paralympic Games, the attitude of the British
citizens towards handicapped people improved. These are official conclusions, probably hard to
verify.

BBC News (2013a) showed that the fears about the future of the premises were overrated. For
instance, the “Olympic village” was successfully changed into buildings. Up to them, the overall
costs for both the OG and the Paralympic Games were lower than originally published.

DISCUSSION AND CONCLUSION

As we can see, most authors question the official arguments about the benefits of organizing
major sporting events such as the Olympics. These events seem to hardly have any positive direct
economic benefits to the city, region or country, where they are organized.

At the same time, they can help the region to make high investments in infrastructure, which
can help in the future (Hiller (2006)). However, as we have seen, this must be done in line with
the long-term plans. These events can also help with the promotion of the region of the country.
It is true that these goals might be reached more efficiently and in a cheaper way, but the OG
organization is highly motivating to really make such investments and to attract new tourists.

The real economic effects highly depend on how the public administration can cope with the
remaining premises and the costs to maintain them.

As Chatziefstathiou (2007) stresses, the goals to organize the OG and other major sporting
events should not be only economical, but mainly towards social marketing and influencing the
population towards better goals: They should also help to improve the values.
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