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Abstract
The Olympics Games are massive sporting events that take
place every 4 years, bringing teams from many countries to
compete for glory. What impact do these games have on the
host countries’ economy? Nine tables were created to track the
change in selected macroeconomic indicators in the years
relative to the Olympics. Along with the tables, several graphs
were produced to show how these indicators may have
fluctuated in the years of the Olympics. Finally, a cost benefit
analysis was conducted highlighting some of the benefits and
costs that a city/country may incur. Overall, there was not
enough evidence to make a definite conclusion; but there has
been an increasing trend in cities withdrawing their Olympic
bid.



Introduction

The Olympic Games are considered to be a major international sporting event and
are held every four years. There is a Winter and Summer Olympics. Both
interchanging every two years. The games are the most important multisport
competitions across the globe with thousands of athletes participating each year
and millions of spectators traveling to the host nation. This study explores whether
the Olympics have an impact on the host country's Macroeconomic indicators.

Major cities across the globe are raffled to be chosen as the next host city. Even to
enter the raffle is extremely expensive as it is. Wills (2021) illustrates how the past
decades of Olympics have seen bids range from $50 Million to $150 Million. Japan
bid $100 Million on the 2016 Olympics to lose, and $75 Million for the 2020
Olympics. Flyvbjerg & Stewart (2012) point out that in 2005 for London’s bid to
host the 2012 Olympics, their baseline cost added up to 15.62 billion Euros; 7.2
Billion of which went to road’s and railway development. In each chosen Olympics
host city, stadiums are built and jobs are temporarily created. Moreover, cities like
Sydney recorded a revenue of $2.3 Billion from broadcasting rights, sponsorships,
and ticket sales alone. This may seem like a positive development, but once the
Games are over and there are no crowds to fill the stadiums with and no work to
give to all the hired workers; this positivity might be short-lived.

Some countries, like the United States, which hosted the Olympics saw a boom in
production within the city and it was looked upon fondly. Most other host cities did
not experience the same boom. In cities like Rio, the debt is driven up immensely
and stadiums are built; in 2014, Rio built 15,000 hotels that are virtually not used
anymore. Even in the time of usage at Rio 2014, athletes and fans were
complaining of the facilities’ bad and unsanitary conditions.

To analyze the macroeconomic indicators prior and after the Olympics, I collected
the data on host countries’ GDP per capita, labor force participation rate, exports,
CPI, PPI, and other.



This topic is important because the games have major implications for the people
living in the host city, and the effect can expand outward. Spending massive
amounts on sports stadiums may have been better suited to infrastructure that
benefits the society more. Public funds such as taxpayer dollars are the main source
of money for Olympic Games expenses.With that, domestic businesses are
affected, price levels, tourism, etc. Whether it is positive or negative seems to
depend on the country, the trend among Olympics shows an overall positive effect
but the years after is when it varies.

There may be many alternate uses to these massive infrastructure projects.
Including a secondary use for massive stadiums after the games, analysis of a city’s
income, economy, and readiness to pay back any borrowed money, and any other
solutions that can be found through the course of this paper.

Literature Review

My research builds upon previous work that has examined the economic impact of
the Olympics. The literature uses different approaches but almost all papers utilize
a cost/benefit analysis. Some through an empirical review; Czura et al. (2020)
explore the effects of the Olympic Games on tourism and GDP. Massiani (2018)
examines multiple mega-events such as the World Cup and the Olympics, to
estimate their effects on multipliers from his CGE study, consumer response,
funding mechanisms, multipliers on different funding mechanisms and
productivity.

Engelhardt et. al. (2018) questions whether the Olympics increases profits of
publicly traded companies in the regions. They find that companies are only
affected when a country announces that they are hosting the Olympic games. This
may need to be looked into further, as some domestic businesses in countries like
the UK and China may benefit much greater than domestic businesses in countries
such as South Korea and Greece.

Baade and Matheson (2016) analyze several aspects from all of the modern
Olympics. One of their first tables shows a dramatic drop off in bidding countries



in the past 25 years. Industrialized countries have stopped placing bids, with
concerns of misallocation of funds and overspending. They find the effect to be
negative overall, yet some countries continue to place bids; leading the authors to
believe economic effects could be of secondary concern.

Other sources look at various economic indicators to analyze the effect of the
Olympics. McBride (2018) looked at all of the modern Olympics dating back to
1896, he specifically highlights that the 2016 Rio de Janeiro Olympics emphasized
the “ongoing debate of the cost and benefits of hosting”. Flyvbjerg & Stewart
(2012) state that every Olympics since 1960 has seen major cost overruns. They
collect the data on the overall stated cost of each Olympics dating back to 1960.
For example, Atlanta in 1996 saw 147% cost overrun, and Lillihammer 1994 saw
277% cost overrun.

Li et. al. (2012) conducts an empirical review of the 2018 Beijing Olympics,
finding that its effect on tourism creates a demand shock because of the increased
price of traveling to the host country during this time period; the changes in real
tourism consumption was less than the international demand of tourism.

Scandizzo & Pierleoni (2017) distinguish the ex-ante (before the Olympics)
empirical studies and the ex-post (after the Olympics), noting that the both vary
when studies are created . They split up the positive and negative impacts each
falling into one of the categories: economic, environmental, sociocultural,
psychological, and political. The positive impacts include rise in income,
construction of new facilities, increase in notoriety to tourists, increase in pride in
the nation, and increase in public-private relationships. The negative include: high
cost, tax increase, abandoned stadiums, environmental damage, architectural
pollution, etc. The list of negatives is not extensive but some of them are major
problems that could create a domino effect of other issues.

Scandizzo & Pierleoni (2017) also analyzed the positive and negative induced
effects that the Olympics may have. The effects are all measured in different
categories: economic impacts, environmental, sociocultural, political, etc. Some
negative effects they report on the economic side are high costs, tax increases,
better investments elsewhere. Positives include job creation, rise in income, etc.

Overmyer (2017) conducts a cost/benefit analysis and finds that almost every
Summer Olympics since 1996 the host country greatly underestimated the cost of



expenses. The positives that he finds are very similar to Scandizzo & Pierleoni
(2017). Overmyer concludes that it was worth it for some of the countries such as
the United States and China, but not for the others such as Greece that saw massive
sunk costs. Which then begs the question of why more established, wealthier
countries have more benefits than lower income, and overall smaller countries like
Greece, South Korea, and Australia.

Increased tourism is a big attractor to countries looking to place a bid in the
Olympics. Czura et. al. (2020) do not find any significant change within tourism
and GDP. Massiani (2018) points out the fact that the massive amount of money
that is spent on infrastructure would not be there if the city was not hosting.
Scandizzo & Pierleoni (2017) found that the Sydney games increased Australia’s
international profile and brand. One may think of Beijing’s extravagant starting
ceremony in 2008 when thinking of the city, it is very helpful for the tourism of the
Country. Tourism is a faucet of the games that is looked at by almost every author
of the Olympics impact studies. The Olympics have an enormous impact on
tourism, not only for the time that the games will be held; but for many years to
come after. It gives a host city a chance to show off its’ beauty, and in turn it works
to the advantage of the country as a whole.

Many authors like Flyvbjerg & Stewart (2012) show that countries can see massive
amounts of overrun costs, which can put a country into a big hole that they may
just keep digging themselves in. They estimated that the average cost overrun for
the Summer Olympics is 252%, and for the Winter’s is 135%. Mcbride (2018)
points out that the massive price tag on these games has risen significantly in the
past 20 years, $13 Billion cost in Pyeongchang 2018 and over $50 Billion in Sochi
2014. These costs have seen cities like Boston and Stockholm withdrawing future
bids for Olympic games to avoid footing the massive bill. All of the previous work
done before me contributed to the “Value” of the critical evaluation; adding to the
understanding of this topic.

Scandizzo & Pierleoni (2017) note that countries do not just seek out the Olympics
for its supposed economic value, but also that of the value of cultural worldwide
celebrations. This is an event that is seen all over the world, and affects a great
amount of people, not just in an economic way. It can also sometimes make or
break a city/country's hopes of improving the standard of living through the
bidding of the Olympics. These positive impacts are seen through increased



investment in the host city, increased tourism, increased expenditure, and a list of
many other things. After the 2016 Rio De Janeiro Olympics, it made it clear that
the economic impact is not all positive. Many can argue that Rio is still facing
problems and hardships today from those games.

Methodology

I took data primarily from the FRED website, other data sources included
Worldbank.org, tradingeconomics, and OECD. I collected data from each Olympic
games dating back to 2000, Pyeonchang 2018 and Tokyo 2020 were not included
because of how recent the games took place. COVID-19 also had a significant
impact on all of these economic indicators that would skew data. I took several
economic indicators such as GDP per capita, labor force participation rate, exports,
CPI, PPI, and more. I analyzed the impact of the Olympics on these factors 5 years
prior to the games, and 5 years after. My methodology included data collection for
all of the reviewed indicators. With that data, I was able to create the tables above
and see the impact in a clearer way. The previous year was subtracted from each
year to show the change in each economic indicator for each Olympics. At the
bottom of the pivot tables you can see an average of each indicator for the 5 years
prior to the Olympics; and the 5 years after. Along with this, several graphs to
show some basic summary statistics were needed to convey the impact in a clearer
way. Finally, with all the data collected, the cost/benefit chart above was created to
put everything into one place. The costs and benefits were tallied to give a much
clearer picture of the data that was collected. Showing that the impacts are there,
but whether it is positive or negative is the more complicated question to answer.

Data
The US and Australia saw increases in almost every category prior to and
following the events (Tables 1 and 2). As discussed in the last paragraph, not all
increases are positive as well. Producer and consumer prices saw overall increases.



Interest rates saw an increase in both countries in the “average after” category.
GDP per capita was not completely similar, as the USA saw steady growth; but
they both experienced an increase the year of the Olympics.

Table 1. Sydney 2000

Table 2. Salt Lake 2002

Labor force participation rates don’t seem to be a big change but that -0.007
change in the rate means thousands to even millions of people dropped out of the
labor force, or vice versa. Sydney had little data on their home ownership rate, but
the US had significant positive changes in the years leading up to the Olympics and
a few years after. The consumer confidence category is relatively similar for both
countries, many saw the consumer confidence among the people decrease during
the Olympics. This shows a growing trend that bigger, or more developed countries
seem to show less of a negative impact, and costs are less of a worry.



Table 3. Athens 2004

Table 4. Turin 2006

Most of the host countries saw a temporary increase in GDP per capita, exports,
labor force participation rate, during the year of the Olympics; some countries like
Greece (Table 3) and Italy (Table 4) had averages that were in the positives and
increasing both prior to and after the Olympics. 3 years before Italy’s Olympics,
GDP per capita started seeing big increases. Those increases also go for CPI, PPI,
and interest rates. After having trouble finding the labor force participation rate for
Greece in the time of these Olympics, I eventually found the activity rate for
Greece on the FRED website. It shows the most growth that Greece had in that
indicator was the year of the Olympics and the year before. Before and after that,
there was little change. Italy saw a big jump in labor force participation 5 years
prior, but the changes were much less significant after that. Both Italy and Greece
are relatively small countries, so it gives us a picture of the impact compared to



larger countries. The only three countries that experienced a gain in profits from
the Olympics were China, USA, and Russia.

Table 5. Beijing 2008

While looking above at table 5, Beijing 2008; growth increased about a year before
and during. Many indicators saw overall decreases. Not all of these decreases are
negative, unemployment decreased in the 5 years after overall; as well as producer
and consumer prices. Labor force participation rate saw negative decreases in both
categories, the most drastic decrease was the year of the Olympics. Of the 9
Olympic games reviewed, 5 countries saw a decrease in labor force during the year
of their respective games. GDP per capita was rising steadily, this is a change to
the USA’s GDP per capita in the years below; steady growth. While Russia
struggled a little more to maintain a steady growth, this shows the per capita wealth
that these bigger countries have over smaller ones. This may lessen the financial
impact of the Olympics as well if the people have more money to contribute in
taxes.



Table 6. Vancouver 2010

Vancouver had an average decrease in GDP per capita 5 years prior to the Olympic
games of $-1,166.85 and an average decrease in GDP per capita 5 years after the
games of $-2,809. However, between 2009 and 2010, GDP per capita saw a rise of
$12,520. Indicating a temporary increase in the year leading up to the Olympics.
Labor Force Participation saw decreases in 7 of the years reviewed, and had overall
negative averages. This contradicts some other countries experiencing increases,
but it goes to show the impact can vary greatly. Exports saw a massive drop off the
year before the Olympics, but after that saw gradual growth. As illustrated in one
of the graphs, British Columbia (and Canada as a whole) saw a big drop in interest
rates in the year of the Olympics. This was also only two years after the 2008
recession, but one could imagine the Olympics played some role in this.
Consumers experienced an overall decrease in prices, while Producers saw overall
increases. So the Consumers experienced a benefit while Producers experienced a
cost. Home Ownership saw positive averages for both categories, but 6 of the 11
reviewed years saw a decrease in home ownership. Lastly, Consumer Confidence
saw massive spikes, and drops. The year prior to the Olympics saw a drop off of 65
points, only to be picked back up again with an increase of 60 points in the year of
the Olympics.



Table 7. London 2012

Other countries like the UK (Table 7) and Brazil (Table 9), saw decreases both
before and after the Olympics. UK’s decrease before was -$484.99 and after was
-$428.88. Brazil’s decrease before was -$494.45, and after was -$478.31. Both of
the countries have similar numbers, which may suggest that the numbers were
trending downwards. The labor force participation rate saw a steady increase,
starting a year before their Olympics. The Olympic Games definitely create jobs,
so the games must have factored in. Exports saw a 17 point increase the year
before, with another 6 point increase in 2012. It dropped off for a few years after.
CPI almost contrasts PPI in this case, there are certain years where CPI decreases
and PPI increases, and vice versa. CPI saw a negative average in the 5 years after,
which is beneficial. PPI saw average increases both before and after. Home
ownership gradually decreased in the years reviewed, this is most likely due to a
multitude of reasons but shows more than one country saw a decrease in home
ownership during the years of the games. Interest rates had negative averages both
before and after, and most years saw a substantial decrease. Consumer confidence
remained fairly stagnant, but dropped 4.25 points in 2011 and another 1.5 points in
2012.



Table 8. Sochi 2014

In Table 8 for Sochi 2014, there was an average increase in GDP per capita of
$867.87 5 years prior, and a decrease of -$519.60 5 years after. Labor force
participation rate remained fairly stagnant, but saw an average decrease 5 years
prior. Exports dropped 12 points in 2015 and 2016, the two years following the
Olympic games. CPI and PPI both averaged an increase before and after,
substantial increases at that. The games ran a cost of approximately $50 Billion, so
there is no wonder prices saw such an increase. Home ownership averaged
increases before and after, which is a rare occurrence of the 9 games reviewed.
Interest rates averaged minimal decreases, it was raised 4.4% the year after the
Olympics in 2015. Consumer confidence dropped in the 5 years prior, but there
was also a 20 point drop off the year after the Olympics. This shows a trend in
consumer confidence decreasing in the years relative to the Olympics when one
may think it would increase.

Table 9. Rio 2016



When looking at Rio 2016 (Table 9), GDP per capita had an average increase
before and after the Olympics; but Brazil saw a drop of about $3,299 in 2015. This
is a fairly substantial hit. There was no data on the Unemployment rate following
2016, but it averaged a decrease 5 years prior. Although it averaged a decrease, the
Unemployment Rate jumped 2.5% in 2016. The data cuts off after that. Exports
remained stagnant, and also proved difficult to find the data for all of the years that
were being reviewed. Consumer prices jumped 10 points in 2016, despite having
negative averages. Producer prices averaged an increase of 45 points 5 years prior,
which is very high. The massive price drop in 2015 may be attributed to oil prices
of the country, but coupled with the Olympic games, it remained fairly low after.
Housing seemed to be on the steady increase but saw a negative decrease of 1.37
points per year following. Interest rates jumped 2.5% in 2016, but dropped 6.6%
two years after, in 2018. All of the data could not be found for consumer
confidence, but you can see it increasing 2 points in 2016 and 2 points in 2017.

Figure 1. China Exports 2000-2011, billion USD.

With the data collection, I also created a series of graphs to illustrate some
indicators. When looking at the figures below, some show an apparent change in
the years around the Olympics. Of the countries reviewed, exports showed many
changes, more-so than other indicators. As you can see in Figure 1, China was



experiencing a relatively constant growth in exports. From 2006-2008 you can see
a sharp incline, with a sharp drop off after 2008.

Figure 2 Russia’s Interest Rates

When looking at Russia’s interest rates in Figure 2, you can see a very sharp
increase in the year of their Olympics. Countered with Canada’s Interest Rates
sharply decreasing to 0.25% the year of their Olympics (Figure 3). Russia saw a
significant rise in inflation, so they raised interest rates to combat it. The Olympics
surely did not help in terms of increased spending, especially when the price tag
was about $50 Billion, so this may have had a direct impact.

Figure 3 Italy’s Exports of Goods and Services



Figure 4 Canada’s Interest Rates

This can also be related to the recession that occurred in 2008. In figure 6, you can
see Italy’s Exports plateaued until two years prior to the Olympics. From 2004 -
2008, Italy experienced a growth in Exports before a slight crash after 2008; and
the Olympics must have had something to do with this.

Figure 5 Brazil’s GDP per capita



Figure 6 Brazil’s PPI

Russia’s Interest Rates are not the only diagram to show a negative impact on the
economy, Brazil’s GDP per Capita (figure 4) dropped by almost $4,000 dollars
from 2014 to 2016. Other Countries saw effects in their GDP per capita during the
Olympics, that may have been the most widely affected indicator.

Figure 7 Greece’s GDP per capita
Greece’s GDP per capita was relatively stagnant from ‘95-’02. In the close years
following Greece saw an increase of approximately $10,000 from ‘02 - ‘04. 2004
was the year of their Olympics. London, Vancouver, Beijing, Turin, Athens, Salt
Lake, and Sydney all saw an increase in GDP per capita in the year of the
Olympics. Some of these countries also experienced that increase about a year or
two before the Olympics, and a year or so after. While the inhabitants may have
experienced an increase in wealth, it was only temporary. The per capita wealth
eventually decreases in most of these Countries. While this happened, producers in
Brazil saw a sharp drop in prices the year before the Olympics in 2015. There was



a massive drop in Oil prices that may prove to be causal to this, but the PPI
remained low for years after.

Cost/Benefit Analysis

● Average GDP per capita increase 5
years before: $603.50

● Average GDP per capita increase 5
years after: $1,077.25

● Unemployment Rate 5 years before:
-0.012

● Exports before: +7.814
● Exports after: +16.226
● Housing Index before: +2.819
● Housing Index after: +0.079
● Interest Rates after: -0.04
● Consumer Confidence before: +4.15
● Consumer Confidence after: +0.428
● Sochi 2014 Profit: $53 Million

○ Total Cost: $50 Billion
● Beijing 2008 Profit: $146 Million

○ Total cost: $42 Billion
● Salt Lake 2002 Profit: $101 Million

○ Total Cost: $1.9 Billion

Total: 13

● Unemployment Rate 5 years after:
+0.04

● CPI before: +0.915
● CPI after: +1.071
● PPI before: +7.096
● PPI after: +2.43
● Interest Rates before: + 0.081
● Rio 2016 Loss: $2 Billion

○ Taxpayer contribution: $11.6
Billion

○ Total Cost: Over $20 Billion
● London 2012 Loss: $4.6 Billion

○ Taxpayer contribution: $4.4
Billion

○ Total Cost: $14.6 Billion
● Turin 2006 Loss: $3.2 Million

○ Total Cost: $2.5 Billion
● Athens 2004 Loss: $14.5 Million

○ Taxpayer contribution: $6.2
Billion

○ Total Cost: $3 Billion
● Sydney 2000 Loss: $2.1 Billion

○ Taxpayer contribution: $11.4
Million

○ Total Cost: $6.5 Billion
● Vancouver 2010 Profit/Loss: Break

even
○ Taxpayer contribution: $925

Million

Total: 12 (w/ taxpayer: 17)

When looking at all of the averages of the 9 Countries before and after, along with
the Countries profit/loss (& taxpayer contributions for some), I composed a
cost/benefit analysis chart. As you can see, there are 13 recorded benefits; some
examples include: GDP per capita averaged an increase of $603.50 in the 5 years



before and $1,077.25 after. Other benefits include Unemployment averaging a
decline 5 years before, Exports both before and after, Housing, Consumer
Confidence, and others all saw increases in the right direction. Losses are
substantial as well, with Countries like Brazil, UK, Italy, and Athens experiencing
a loss in revenue; along with the taxpayer contribution being in the billions of
dollars for some of these countries. Brazil has experienced problems trying to find
uses in stadiums that were built for the Olympics today, and taxpayers contributed
$11.6 Billion for the costs when that money could have gone toward much needed
infrastructure. The only countries that saw a gain were the 3 economic
powerhouses of the world: the US, China, and Russia. These countries most likely
have to worry about costs less, and income among the people of these countries
may allow more people to tune in or attend these games. But the cost has also risen
exponentially in recent years, as Salt Lake 2002 and Sochi 2014 were both Winter
Olympics, and the total cost for the US was $1.9 Billion and Sochi 2014 was
approximately $50 Billion.

Limitations

Some limitations to the data may have affected the impact that we see. For
example, the 2008 crisis affected the whole world. Of the games reviewed, most of
them had 2008 data somewhere in the years relative to the Olympics. There would
clearly be a negative effect because the crisis affected many economic indicators.
The extremely low interest rate in Canada in 2010 may have also been residual
from the recession. There may have also been countrywide events that could affect
these indicators, as opposed to worldwide. Brazil saw a sharp decline in oil prices
in 2015, so that may have impacted the PPI chart that you see. That coupled with
the Olympics a year later may have led to the mass drop off. Russia experienced
extremely high inflation in 2016, so the interest rates rose significantly. The
massive bill of $50 Billion in Sochi 2014 may have had a direct impact on
increased price levels.



Conclusion

While there is no significant evidence to conclude the overall impact of the
Olympics on a country, there is more data and evidence to add to the ongoing
conversation. There has been a drop off in countries who throw their hat into the
bidding pool for future Olympics, and the mal-investment and sunk costs that a
country may experience is seeming decreasingly worth it. We have found several
countries which experienced a loss from the games, all while having taxpayer
contributions in the Billions in some cases. Greece is still currently paying off their
Olympics, taxpayers have to foot a bill of $56,635 annually until their debt is paid.
This can all point to a negative impact, but it of course is not all negative. Average
GDP per capita, housing indexes, consumer confidence and exports all increased in
the years of the Olympics. Exports saw increases in almost every country, and the
average after the Olympics was an increase of 16 points in exports.

Of the years reviewed, the larger countries seemed to sustain a lighter loss than
others. That may be because the population is just too large for the indicators to
show the real impact. Finding uses for these facilities in the years after the
Olympics always proves to be difficult and can prove to be a negative externality.
Italy found a good use in recent years, the country used old athletic compounds
from Turin 2006 to house African refugees (Davis, 2018.). So as most things it is
not just black and white. Baade & Matheson (2016) pointed out that the economic
impact of the Olympics may be of secondary concern to the authors. The ego’s of
the leaders/government within a country may be the main driving factor. If a
country is big or rich enough, the impact may not be as severely felt throughout the
country; while smaller countries may experience debts and costs that can take years
to recover from. All while harming the people within the country, while the games
are very entertaining, is it worth possibly going bankrupt as a country? The answer
may vary greatly. Countries that are still developing must closely analyze whether
having these games will be beneficial or detrimental.



As stated in the previous paragraph, all of the countries that experienced a gain are
bigger, so they may have stadiums that are already built to use. While smaller
countries have to build, Rio built many stadiums. Greece had to build more and is
still paying off the debt of the Olympics. The countries that experienced a gain
were the three main economic powerhouses of the world; the US, China, and
Russia. There is a higher likelihood of these countries having more stadiums to use
from the sheer size of the countries. There is also much more money within these
countries, so it makes fronting the costs that much easier.

There are potential solutions. It may be much more beneficial for European
countries to adopt a method used for the Euro Champ in soccer - have multiple
host countries. Having stadiums that are located throughout Western Europe be
used for the games. Many stadiums are big enough to fit the occupants and are
already built. You could do this for all of the seven continents. It may help split up
and reduce the costs for each country. We can look at it through the single entity
model that certain sports leagues adopt. Through this model, there are no
franchises, investors just purchase shares of the league to finance each team. We
can look at individual host cities as a franchise when they host an Olympics. By
having the entire country contribute capital and infrastructure, it is almost like
having investors purchasing shares of a league in the single-entity model. This
allows costs to be dispersed and may actually bring in more revenue. Having a
central Olympic location could also work but may not be as widely accepted
because it is not a changing location. People may enjoy that aspect of the games.
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