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A The most popular events generate enormous revenues

I TV rights, sponsorship-support, governmental
subsi di esé

I TV rights:
A 2008 Beijing Olympic: $1715 million
A 2006 Turin Winter Olympics: $832 million

A ButT they also costs!

A Who reap the fruits and who pays the costs?
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The juridical owner of the event
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The cost side:

A Why so much more expensive than
first planned?

A Some examples



London 2012:

B I B IC‘ Thursday, 15 March 2007
Olympics budget rises to £9.3bn

The budget for the 2012 London
Olympics has risen to £9.35bn,
Culture Secretary Tessa Jowell has
told MPs.

The revised budget is nearly four times
the £2.4bn estimate when London's bid
succeeded less than two years ago.
Construction is now budgeted at £5.3bn,
there is a £2.7bn "contingency fund",
and tax and security costs have risen.



http://www.bbc.co.uk/mediaselector/check/player/nol/newsid_6450000/newsid_6454300?redirect=6454331.stm&news=1&bbram=1&nbram=1&nbwm=1&bbwm=1

Athens 2004:
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Olympics: Dream games, nightmare bill

Olympics has so far cost Greece a record $13 billion

Jacqgues Rogge: The Athens Ol ympics w
One year later, the cost of those games is also unforgettable.

The Greek Finance Ministry still tallying up the bill, which has already
reached a record $13 billion. Greece had initially planned to spend $5.5
billion.

The price tag, inflated by chronic delays, massive security and cost
overruns, way over budget.

Security alone cost Athens $1.4 billion


http://www.iht.com/pages/index.php

Summer Olympics 1972-2000:
Operational cost increases

City First Last Years " Percent
calculation calculation Increase

Munich 1972 Mar. 68 Sep. 74 §) +222%

Montreal Nov. 72 Apr. 77 5 +538%

1976

Los Angeles 1981 Oct. 84 3 +20%

1984

Seoul 1988 1982 1989 7 +82%

Barcelona 1988 1993 5 +28%

1992

Atlanta 1996 1989 1997 8 +51%

Sydney 2000 1993 2001 8 +68%




Summer Olympics 1972.
Construction cost increases

City First Last Years Percent
calculation calculation Increase
Munich 1972 Nov. 65 Sep. 74 9 +171%
Montreal 1976 Nov. 72 Apr. 77 5 +385%
Los Angeles 1984 1983 Oct. 84 1 +3.4%
Seoul 1988 1982 1989 7 +352%
Barcelona 1992 n.a. n.a. n.a. n.a.
Atlanta 1996 1989 1997 8 +14%
Sydney 2000 1990 2001 11 +228%




Winter Olympics 1998

-2010

Bid book Final Bid book Final
O|ymp|c account O|ymp|c account
costs Olympic costs Non-
costs Olympic
costs
Nagano 98 $450 $875 711 n.a.
million
Salt Lake 02 $655 $1287 1127 n.a.
Torino 06 $660 $1357 597 967
Vancouver 10 $846 $1629 389 532




Lillehammer 1994

A Financial guarantee from national
government:

From NOK1,4 billion to NOKY,4 billion



Why this pattern?



Important iIssues

A Are the cost budgets correct?
A Unforeseen costs Increases

A Mechanisms driving up the costs
during the preparations

(Planned and unplanned cost increases)



Cost budgets:

A Who pays the costs?
I The US: Local stakeholders
I Europe: National government



Distribution: Private / public sector funding
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The local stakeholders

A Different motives at different points of time
during the process

A Underestimate costs before being awarded
the event T persuading the government

A Maximise the governmental support after
being awarded the event (infrastructure,
sport arenas, e)



Consultancy reports

Crompton (1995):.

Anl n many <cases,
of Impacts from sports-events have
been used to deliberately mislead
decision-makers and the public,
leading to too high expectations

A Can we trust the pre-event consultancy
reports?
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An example:
RambRB|l | 060s Copenhagen C

A Underestimating the costs and
exaggerating the tourism impacts

I Copy the Barcelona revenues for less
than 10% of the Barcelona costs

A Exaggerate positive health effects



Olympic cities: Construction cost increases

City First Last Years Percent
calculation calculation increase
Munich 1972 Nov. 65 Sep. 74 9 +171%
Montreal 1976 Nov. 72 Apr. 77 5 +385%
1983 Oct. 84 1
Seoul 1988 1982 1989 7 +352%
Barcelona 1992 n.a. n.a. n.a. n.a.
1989 1997 8
Sydney 2000 1990 2001 11 +228%




Unforeseen cost increases

A One-time experience

A September 11 and its consequences
for security costs

A Reqguirements from other powerful
stakeholders

I The media, sponsors, international sport
governing body, é.
I Example:
A The 1997 WC Skiing in Trondheim



The Positive Impacts

A Monetary revenues
I Financial transfers from outside the region
I Promoting the region and its products

A Non-monetary impacts
" Feel good factor

' Celebration / festival

" Having a party

"~ Pride

i e.
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The monetary revenues

Definition:
A Transfers into the region that not
would have occurred without the event
I TV-rights
I Sponsorship
I Tourism
I Governmental support
A Only a regional national benefit



Some experiences:



TV rights:

Localhost | h Own ¢ r
The Olympics 49 % 51 %

~IFA World cup 0% 100 %
AAF World Championship 0% 100 %

IHF World Championship 0% 100 %
UEFA Euro Championship 10 % 90 %
UEFA Champions League 75 % 25 %

(82 %) (18 %)




TV rights:

| ocal host

NOwner

Why this difference?




Some geographical experiences:



1976 Montreal Olympics:

A A financial disaster for the city and the
event organiser

A Costs increased enormously

A Bad planning

A No support from National Government
A Olympic tax until 2006




A
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1984 Los Angeles Olympics:

The first Ancommerci al o Ol

Very profitable for the event organiser
i Surplus: $386 million

Very unprofitable for the local tourist industry 1
crowding-out effect
I Ol ympi c tourists spent | ess
I Loss tourism sector: $331 million

The only applicant =>good cards towards the 10C
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1988 Calgary Winter Olympics:

A Increased knowledge of the city in Europe (and US)
AoBack to normal o after so

A Growth in post-event tourism 1 but mainly due to
other reasons than the Olympics (Oil-industry)



1988 Summer Olympics, Seoul, Korea

A Growth in tourism the first years after the
Games

A Good planning from the government and
national stakeholders

A The Olympics a promotion of Korea as a
tourist destination and of Korean high tech
products



1992 Barcelona Olympics

A success story

Positive long-term impacts 1 tourism and other
Industries T a more popular city to locate business in

But costly:

I Investments in infrastructure:
A Before the Games (1986-1992). DK?79 billion
A After the Games (1993-2000): DK 74 billion

The Olympics an investment:
A Investment costs: 85%
A Operating cots: 15%

Increased capacity at the supply side => mediate
economic problems
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1994 Lillehammer Winter Olympics

Increased activity in the tourism industry 1 before and
after the Games

Moderate (if any) effects in other industries
Governmental subsidiesi arenas and infrastructure

Olav Spilling (Norwegian researcher):

I The long-term industrial impacts were very marginal
and did in no way justify the huge costs of hosting the
events.

I If the main argument for hosting a mega -event like the
Winter-Olympics is the long-term economic impacts it
will generate, the Lillehammer experience quite clearly
points to the conclusion that it is a



