The Economics of Hosting the Olympic Games

The costs of hosting the Olympics have skyrocketed, while the economic benefits are far from clear. The 2024 Paris
Olympics could be a test of whether reforms to the process have made hosting a better deal.

Workers install Olympic rings on the Eiffel Tower ahead of
the 2024 Paris games. Joel Saget/AFP/Getty Images
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Summary

e The massive costs and dubious benefits associated with hosting the Olympic Games have led to criticisms
about the process for selecting a host city.

e Many economists have called for reforms to the process, including reducing the cost of bidding and
encouraging cities to develop more sustainable development strategies.

o Organizers of the 2024 Paris Olympics are hoping to break the streak of financial strain that past games
have left on host cities.

Introduction

The Olympics have evolved dramatically since the first modern games were held in 1896. In the second half of the
twentieth century, both the costs of hosting and the revenue produced by the spectacle grew rapidly, sparking
controversy over the burdens host countries shouldered. A growing number of economists argue that the benefits
of hosting the games are at best exaggerated and at worst nonexistent, leaving many host countries with large
debts and maintenance liabilities. These analysts suggest that Olympic committees reform the bidding and
selection process to incentivize realistic budget planning, increase transparency, and promote sustainable
investments that serve the public interest. Still, the International Olympic Committee (I0OC) and its supporters
contend that hosting can raise a city’s global profile and generate economic benefits through tourism and
investments in infrastructure.

Recent games have highlighted the ongoing debate over the costs and benefits of hosting such a mega-event. The
2020 Tokyo Olympics continued a decades-long streak of overrunning costs, which rose more than expected after
an unprecedented pandemic delay. Four years later, summer host Paris will likewise face a multibillion-dollar bill.
And with other former hosts still struggling with the debts they incurred, some candidate cities for future games
have withdrawn their bids or scaled down their plans.
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The Olympics’ Broadcast Revenue Is Now in the Billions

Broadcast revenue from Olympic television rights fees
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When did the costs of hosting the
games become a concern?

For much of the twentieth century,
the staging of the Olympic Games
was a manageable burden for the
host cities. The events were held in
wealthy countries, either in Europe or
the United States, and in the era
before television broadcasting, hosts
didn’t expect to make a profit.
Instead, the games were publicly
funded, with these countries better
positioned to bear the costs due to
their larger economies and more
advanced infrastructure.

The 1970s marked a turning point,
writes economist Andrew Zimbalist,
author of three books about Olympic
economics. The games were growing
rapidly, with the number of Summer
Olympics participants almost
doubling from the early twentieth
century and the number of events
increasing by a third during the
1960s. But the killing of protesters by
security forces ahead of the 1968
Mexico City Games and the
Palestinian militant group known as
the Black September

Organization’s fatal terrorist assault
on Israeli athletes at the 1972 Munich
Games tarnished the image of the
Olympics, and public skepticism of
taking on debt to host the games
grew.* In 1972, Denver became the
first and only chosen host city to
reject the opportunity to host after
voters passed a referendum refusing
additional public spending for the
games. A 2024 University of

Oxford study estimated that, since
1960, the average cost of hosting has
been triple the bid price.

The 1976 Summer Olympics in

Montreal came to symbolize the fiscal risks of hosting. The projected cost of $124 million was billions below the
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actual cost, largely due to construction delays and cost overruns for a new stadium, saddling the city’s
taxpayers with some $1.5 billion in debt that took nearly three decades to pay off.

Los Angeles was the only city to bid for the 1984 Summer Olympics, allowing it to negotiate exceptionally favorable
terms with the IOC. Most importantly, Los Angeles was able to rely almost entirely on existing stadiums and
infrastructure rather than promise lavish new facilities to entice the IOC selection committee. That, combined with
a sharp jump in television broadcast revenue, made Los Angeles the only city to turn a profit hosting the Olympics,
finishing with a $215 million operating surplus.

Los Angeles’ success led to a rising number of cities bidding—from two for the 1988 games to twelve for the 2004
games. This allowed the IOC to choose the cities with the most ambitious—and expensive—plans. In addition, as
researchers Robert Baade and Victor Matheson point out, bidding by developing countries more than tripled after
1988. Countries such as China, Brazil, and Russia have been eager to use the games to demonstrate their progress
on the world stage.

However, these countries invested massive sums to create the necessary infrastructure. Costs spiraled to over $50
billion for the 2014 Winter Games in Sochi, $20 billion for 2016 Summer Games in Rio de Janeiro, and a reported
$39 billion for the 2022 Winter Games in Beijing,
according to Business Insider’s estimate. (China
said the games cost just $4 billion.)

These costs have led some cities to withdraw
their bids for upcoming games. In 2019, the I0C
adopted a process to make bidding less
expensive, extending the bidding period and
broadening the geographic requirements to allow
multiple cities, states, or countries to cohost. But
this has not yet translated into more bidders. In
2021, Brisbane, Australia, the 2032 Summer
Games’ host, became the first city to win an
Olympic bid unopposed since Los Angeles did so
in 1984.

The Long Shadow of the Olympics
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What costs do cities incur for hosting the games?

Cities invest millions of dollars in evaluating, preparing, and submitting a bid to the IOC. The cost of planning,
hiring consultants, organizing events, and the necessary travel consistently falls between $50 million and $100
million. Tokyo spent as much as $150 million on its failed 2016 bid, and about half that much for its successful
2020 bid, while Toronto decided it could not afford the $60 million it would have needed for a 2024 bid.

Once a city is chosen to host, it has around a decade to prepare for the influx of athletes and tourists. The Summer
Games are far larger, attracting hundreds of thousands of foreign tourists to watch over ten thousand athletes
compete in about three hundred events, compared with under three thousand athletes competing in about one
hundred events during the Winter Games. The most immediate need is the creation or upgrading of highly
specialized sports facilities such as cycling tracks and ski-jumping arenas, the Olympic Village, and a venue large
enough to host the opening and closing ceremonies.

Tokyo spent as much as $150 million on its failed 2016 bid, and Toronto decided it couldn't afford its 2024 bid.
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There is also usually the need for more general infrastructure, especially housing and transportation. The

IOC requires cities hosting the summer games to have a minimum of forty thousand available hotel rooms, which
in Rio’s case necessitated the construction of fifteen thousand new hotel rooms. Roads, train lines, and airports
also need to be upgraded or constructed.

Altogether, these infrastructure costs range from $5 billion to more than $50 billion. Many countries justify such
expenditures in the hopes that the spending will outlive the Olympic Games. For instance, some 85 percent [PDF]
of the 2014 Sochi Games’ more than $50 billion budget went to building non-sports infrastructure from scratch.
More than half of the Beijing 2008 budget of $45 billion went to rail, roads, and airports, while nearly a fourth went
to environmental clean-up efforts.

The Olympics Have Never Come In Under Budget

Estimated cost of hosting the Olympics, constant 2022 dollars
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Operational costs make up a smaller but still significant chunk of hosts’ Olympics budget. Security costs have
escalated quickly since the 9/11 attacks—Sydney spent $250 million in 2000 while Athens spent over $1.5 billion in
2004, and costs have remained between $1 billion and $2 billion since. (They were even higher during the COVID-
19 pandemic in 2022, when Tokyo reportedly shelled out $2.8 billion for disease prevention alone.)
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Also problematic are so-called white elephants, or expensive facilities that, because of their size or specialized
nature, have limited post-Olympics use. These often impose costs for years to come. Sydney’s Olympic stadium
costs the city $30 million a year to maintain. Beijing’s famous “Bird’s Nest” stadium cost $460 million to build,
requires $10 million a year to maintain, and sat mostly unused after the 2008 games, until the city used it again to
host the 2022 Winter Games. Almost all of the facilities built for the 2004 Athens Olympics, whose

costs contributed to the Greek debt crisis, are now derelict. In Montreal, the Olympic stadium known as the Big O
is frequently stylized as the Big Owe for its massive costs; in 2024, Quebec’s government said it would spend $870
million to replace the rarely used stadium’s roof for the third time, leading critics to push for its demolition.

Economists say the games’ so-called implicit costs must also be considered. These include the opportunity costs
of public spending that could have been spent on other priorities. Servicing the debt that is left over after hosting
the games can burden public budgets for decades. It took Montreal until 2006 to pay off the last of its debt from the
1976 Games, while Greece’s billions in Olympics debt helped bankrupt the country.

The debt and maintenance costs of the Sochi 2014 Winter Games will cost Russian taxpayers nearly $1 billion per
year for the foreseeable future, experts estimate. But while some in Sochi see the unused stadiums and overbuilt
facilities as a waste, other residents argue that the games spurred spending on roads, water systems, and other
public goods that wouldn’t have otherwise happened.

How do the benefits compare to the costs?

As the costs of hosting have skyrocketed, revenues cover only a fraction of expenditures. Beijing’s 2008 Summer
Olympics generated $3.6 billion in revenue, compared with over $40 billion in costs, and Tokyo’s delayed Summer
Games generated $5.8 billion in revenue and $13 billion in costs. What’s more, much of the revenue doesn’t go to
the host—the I0C keeps more than half of all television revenue, typically the single largest chunk of money
generated by the games.

Impact studies carried out or commissioned by host governments before the games often argue that hosting the
event will provide a major economic lift by creating jobs, drawing tourists, and boosting overall economic output.
However, research carried out after the games shows that these purported benefits are dubious.

In a study of the 2002 Salt Lake City Games, for example, Matheson, along with economists Robert Baumann and
Bryan Engelhardt, found a short-term boost [PDF] of seven thousand additional jobs—about one-tenth the number
promised by officials—and no long-term increase in employment. As a study by the European Bank for
Reconstruction and Development explains, the jobs created by Olympics construction are often temporary, and
unless the host region is suffering from high unemployment, the jobs mostly go to workers who are already
employed, blunting the impact on the broader economy.

Economists have also found that the impact on tourism is mixed, as the security, crowding, and higher prices that
the Olympics bring dissuade many visitors. Barcelona, which hosted in 1992, is cited as a tourism success story,
rising from the eleventh to the sixth most popular destination in Europe after the Summer Games there, and
Sydney and Vancouver both saw slight increases in tourism after they hosted. But Baade and Matheson found that
Beijing, London, and Salt Lake City all saw decreases in tourism during the years that they hosted the games.

Economists have found that the Olympics’impact on tourism is mixed, given the security, crowding, and higher
prices.

In Brazil, the first South American country to host the Olympics, the cost of the 2016 games exceeded $20 billion,
with the city of Rio alone shouldering at least $13 billion. Challenged by the country’s deep recession, Rio
required a $900 million bailout from the federal government to cover the cost of policing the Olympics and was
unable to pay all of its public employees. The city also had to invest heavily in a broad range of infrastructure,
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which was meant to reinvigorate some of its struggling neighborhoods, yet in the aftermath most venues have been

abandoned or barely used.

Ultimately, there is little evidence for an overall positive economic impact. The National Bureau of Economic
Research has published findings that hosting has a positive impact on a country’s international trade. But
economists Stephen Billings and Scott Holladay found no long-term impact of hosting on a country’s gross
domestic product (GDP).

How did the pandemic affect the cost of the Tokyo games?

The games cost $13 billion to host, according to an independent Japanese government agency, more than double
what organizers had projected when Japan won hosting duties in 2013. However, the final cost was still less than
half of what the same auditors predicted in 2019, and in line with the costs incurred by other recent summer hosts.
(Economists say this figure excludes land and transportation costs, with the true total somewhere between $19-
$34 billion.)

Costs ballooned in part because pandemic restrictions required the omission of spectators, eliminating an
estimated $800 million in income from ticket sales and triggering hundreds of thousands of hotel cancellations.
The city also had to invest heavily in infrastructure, much of which has dubious long-term utility. Building new
venues cost an estimated $3 billion, including $1.4 billion for a new National Stadium that sat empty during the
games. Tokyo will privatize the stadium in April 2025, having sold the right to operate it for thirty years in return for
just a quarter of its construction costs.

What are the likely costs of the 2024 Paris Olympics?

Paris budgeted about $8 billion for the 2024 Olympics when it won its bid in 2017. The city has since upped its
budget by several billion dollars. Costs are split relatively evenly between operating expenses and new
infrastructure, according to an S&P Global Ratings analysis. If the final cost stays in that ballpark, Paris will host the
cheapest Summer Games in decades.

Organizers say the decision to rely almost entirely on existing venues, such as those built for the annual French
Open and the 2016 European Football Championship, has held down costs. The games will also be spread out to
stadiums in other French cities, including Lyon, Marseille, and Nice. But Paris has still spent $4.5 billion on
infrastructure, including $1.6 billion for its Olympic Village, whose price is at least one-third more than it originally
budgeted.

How could the Olympics be made more manageable?

A consensus has grown among economists that the Olympic Games need reforms to make them more affordable
for hosts. Many have pointed out that the |IOC bidding process encourages wasteful spending by favoring potential
hosts who present the most ambitious plans. This so-called winner’s curse means that over-inflated bids—often
pushed by local construction and hospitality interests—consistently overshoot the actual value of hosting.
Observers have also criticized the IOC for not sharing more of the fast-growing revenue generated by the games.

Corruption has also dogged the IOC selection process. Bribery scandals marred the 1998 Nagano and 2002 Salt
Lake City games. In 2017, the head of Rio’s Olympic committee was charged with corruption for allegedly making
payments to secure the Brazil games, and allegations of illegal payments surfaced in the 2020 Tokyo selection.

In response, the IOC under President Thomas Bach has promoted reforms to the process, known as the Olympic
Agenda 2020. These recommendations include reducing the cost of bidding, allowing hosts more flexibility in using
already-existing sports facilities, encouraging bidders to develop a sustainability strategy, and increasing outside
auditing and other transparency measures.



http://www.espn.com/espn/feature/story/_/id/20292414/the-reality-post-olympic-rio
http://www.espn.com/espn/feature/story/_/id/20292414/the-reality-post-olympic-rio
http://www.nber.org/papers/w14854
http://onlinelibrary.wiley.com/doi/10.1111/j.1465-7295.2011.00373.x/abstract;jsessionid=CBF2963E9EABCA3ADC514C24B4732D54.f01t01
https://asia.nikkei.com/Politics/Tokyo-Olympics-cost-13bn-20-more-than-organizer-said-auditors
https://apnews.com/article/asia-pacific-ap-top-news-tokyo-sports-general-japan-eb6d9e318b4b95f7e53cd1b617dce123
https://www.wsj.com/articles/holding-tokyo-olympics-without-fans-could-hurt-performance-organizer-says-11625828835
https://english.kyodonews.net/news/2024/06/b9cc98874b7d-national-stadium-expansion-planned-for-japan-to-host-fifa-world-cup.html
https://www.spglobal.com/ratings/en/research/articles/240311-paris-lean-olympics-are-unlikely-to-blow-any-budgets-13009601
http://www.bbc.com/news/world-latin-america-41678338
https://apnews.com/article/tokyo-olympics-dentsu-bid-rigging-ioc-01e43ca5aced60fc842c2c02b6375527
https://www.olympic.org/olympic-agenda-2020

Some think more drastic measures are necessary. Economists Baumann and Matheson argue that low- and
middle-income countries should spare themselves the burden of hosting altogether and the IOC should instead
“award the games to rich countries that are better able to absorb more of the costs.” Zimbalist, the Olympics cost
hawk, has proposed that one city be made the permanent host, allowing for the reuse of expensive infrastructure.
Barring that, many economists argue, any city planning to host should ensure that the games fit into a broader
strategy to promote development that will outlive the Olympic festivities.

*A previous version of this article attributed the 1972 attack on Israeli athletes at the Munich games to Hezbollah.
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This study by Oxford economists Alexander Budzier and Bent Flyvbjerg finds that new IOC policies meant to reduce
costs are proving ineffective in Paris.

The New York Times covers how Parisians are using TikTok to voice their displeasure with hosting the games.

For ESPN, Wayne Drehs and Mariana Lajolo investigate the state of Rio’s Olympic infrastructure a year after the
games.

Economists Robert Baade and Victor Matheson argue that hosting the Olympics is a poor investment decision.

For Time, Smith College economist Andrew Zimbalist proposes that Los Angeles be made the permanent Olympics
host.
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