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2.1 Cost Overruns in General
2.1.1 What are Cost Overruns?

In any investment or other economic project that is going to last over several years 
between its inception date t – n and its delivery date t on time, the effectively achieved 
(ex-post) cost in t may happen to be higher than the announced (ex-ante) cost in 
t – n . The longer n is, the higher the risk that such a difference will emerge . This 
is clearly shown in our literature review in which we listed many reasons for that .

The definition of cost overruns COV is thus:

COV = Ct - Ct-n > 0

where Ct-n stands for the ex-ante announced cost and Ct for the achieved ex-post cost 
measured in the same year’s price index . We have compiled all our data by using the 
respective GDP deflator . Thus we discounted Ct-n at a rate equal to the cumulative 
inflation rate between t – n and t . We explain that in our methodology section .

H. Preuß et al., Cost and Revenue Overruns of the Olympic
Games 2000 , Event- und Impaktforschung,
https://doi.org/10.1007/978-3-658-24996-0_2

–2018

© The Author(s) 2019

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-658-24996-0_2&domain=pdf


8 2   Literature Review

2.2.2 Cost Overruns in Mega Projects and at Olympic Games

Cost overruns are a common phenomenon for major and mega projects . At bidding 
stage the International Olympic Committee (IOC) requires a robust analysis of public 
spending and the resulting economic benefits . Only transparency about cost over-
runs will help considering the criticism about uncontrollable Olympic Games costs . 

Mega sport events are not the only project affected by cost overruns (Cantar-
elli, Flyvbjerg & Buhl 2012; Flyvbjerg, Holm & Buhl 2002; Kostka & Anzinger 
2015; Lundberg, Jepanitsub & Pyddoke 2011; McKinsey 2015; Odeck 2004; Pick-
rell 1990; Singh 2010; Sovacool, Enevoldsen, Koch & Barthelmie 2016) . Delays 
in project implementations and cost overruns have repeatedly been a problem 
for public sector projects (Satyanarayana 1974) . Studies on cost overruns deal 
primarily with infrastructure projects involving the construction of railways, 
bridges and tunnels, roads, wind farms and buildings in general (Abdulkadir, 
Muhammad, Gidado & Nuruddeen 2017; Abusafiya & Suliman 2017; Ali, Ali 
Mangi, Sohu, Jamali & Kateemullah 2017; Cantarelli et al . 2012; Flyvbjerg 2009; 
Flyvbjerg, Holm & Buhl 2002; Kostka & Anzinger 2015; Lundberg et al . 2011; 
Odeck 2004; Pickrell 1990; Singh 2010; Sovacool et al . 2016) . Infrastructure proj-
ects are mainly financed by public money . Nevertheless, literature is lacking 
on research into organisational projects such as events or the Olympic Games .
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The reasons for cost overruns are manifold . The general factors causing cost overruns 
can be roughly categorised into technical, economic, managerial, political, environ-
mental aspects and project resources (Abdel-Hafeez, El-Attar & Abdel-Hafez 2016) . 
In addition, these factors may be supplemented by specific event-related factors .

Technically-based cost overruns
Technically-based cost overruns can be divided into design, construction, experience, 
site and scope . Changes in the design and bad overviews of drawings for the project 
are related to design aspects that can lead to cost overruns (Ali, Ali Mangi, Sohu, 
Jamali & Kateemullah 2017, 30; Berechman & Chen 2011; Creedy 2004; Creedy, 
Skitmore, & Wong 2010; Flyvbjerg, Bruzelius & Rothengatter 2003; Le-Hoai, Dai 
Lee & Lee 2008; Jackson 2002; Miller & Lessard 2000; Morris & Pinto 2004) . In 
addition, construction-related causes, such as poor technical performance, changes 
or disagreements that occur in the construction period, as well as the technical 
complexity of projects, or multiple tasks in different fields and delays in the proj-
ect handover, can lead to cost increases (Abd-Karim, Memon, & Abdul-Rahman 
2013; Alinaitwe, Apolot, & Tindiwensi 2013; Banaitiene & Banaitis 2012; Bruze-
lius, Flyvbjerg & Rothengatter 1998; Flyvbjerg 2011, 322; Flyvbjerg, Bruzelius & 
Rothengatter 2003; Flyvbjerg, Garbuio & Lovallo 2009; Gajewska, & Ropel 2011; 
Kwak, Walewski, Sleeper & Sadatsafavi 2014; Lu, Luo, Wang, Le & Shi 2015; Memon, 
Abdul Rahman & Abdul Azis 2011; Miller & Lessard 2000; Morris 1990; Morris 
& Pinto 2004; Toh, Ting, Ali, Aliagha, & Munir 2012; Williams 2003, 2004; Zujo, 
CarPusic, & Brkan-Vejzovic 2010) . For the Olympic Games the following problems 
concerning construction could be found: side costs of major construction projects, 
e .g . the road and parking arrangements around venues and contractors’ problems 
with handling the size of the project (e .g . architect leaves, static problems, iconic 
venues are expensive to construct, size of the project; National Audit Office 2007a) . 
Another potential cost overrun in the design aspect is the experience in technical 
terms . Especially in the decision-making phase during the tendering process, the 
lack of experience and delays in the design and procurement phases are decisive 
(Alfouzan 2013; Bageis & Fortune 2009; Banaitiene & Banaitis 2012; Khodeir & 
Hamdy 2015; Mahamid & Bruland 2011; Shaqour 2014) . Another aspect for potential 
cost overruns is the site . On the one hand, the site conditions can be unpredictable; 
on the other hand, the organisation of the site can be poor (Shanmuganathan, & 
Baskar 2015; Singh 2011) . A last factor in the technical area is the scope . This means 
that additional work has been requested by the owner, the order of the project has 
changed and there is an inadequate definition of the scope (Ali et al . 2017, 30; Ali-
naitwe et al . 2013; Berechman & Chen 2011; Creedy 2004; Creedy, Skitmore, &Wong 
2010; Flyvbjerg 2011, 322; Gajewska, & Ropel 2011; Gomez Arcila 2012; Halloum & 
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Bajracharya 2012; Khodeir & Hamdy 2015; Morris 1990; Senouci, Alsarraj, Gunduz 
& Eldin 2016, 1; Shaqour 2014) . An example for this factor for the Olympic Games 
is the Atlanta Organising Committee, which forgot to include the space that was 
needed in the surroundings of the Olympic facilities (warm-up gyms, parklands, 
offices, etc .) . E .g . for Atlanta 1996, the need for warm-up courses, extra parking 
and the demolition costs of the old Fulton Stadium were not calculated in (ACOG 
1994) . But also the change in technology and a varying demand for technology 
might lead to cost overruns for the Olympic Games .

Economically-based cost overruns
Factors that may cause cost overruns based on economics can be divided into 
financial contractors, financial policy, external and internal factors . Considering 
financial contractors they tend to select the lowest price, the lack of experience in 
contractors and poor contractor management can be responsible for price increases 
(Abd-Karim et al . 2013; Banaitiene & Banaitis 2012; Gomez Arcila 2012; Khodeir 
& Hamdy 2015; Koushki, Al-Rashied & Kartam 2005; Le-Hoai, Lee & Lee 2008; 
Mahamid & Bruland 2011; Shanmuganathan & Baskar 2015; Shaqour 2014; Singh 
2011) . In addition, bad investment decisions, insufficient funding, methods of 
financing and payment problems for finished work are the causes of higher costs 
in the area of financial policy (Abusafiya & Suliman 2017, 35; Ali et al . 2017, 30; 
Gomez Arcila 2012; Khodeir & Hamdy 2015; Koushki, Al-Rashied & Kartam 2005; 
Shaqour 2014) . We found some evidence regarding financial policy that occurs during 
the planning phase of the Olympic Games: planning the finance as regards when 
and how much money needs to be taken from the market and the late founding 
of or a too small OCOG (regarding the construction control of venues to match 
Olympic needs) . Other cost increases can occur owing to external factors such 
as changes in the currency exchange rate, foreign companies and subsidies that 
dominate the construction industry, government policies like laws and regulations 
and economic instability (Alinaitwe et al . 2013; Ameh, Soyingbe & Odusami 2010; 
Khodeir & Hamdy 2015; Morris 1990; Shaqour 2014; Siemiatycki 2015) . In terms 
of the Olympic Games, it is almost to be expected that changes in exchange rates 
will occur, and therefore more or less money (in domestic currency) will have to 
be paid for debts or to international partners, topether with possible changes in 
interest or inflation rates . Ultimately, in the field of economics, internal factors such 
as poor contractor management, organisational variables and characteristics of the 
project and client may lead to cost overruns (Alfouzan 2013; Bageis & Fortune 2009; 
Khodeir & Hamdy 2015; Mahamid & Bruland 2011; Shaqour 2014) . For example, 
for Barcelona 1992 and Athens 2004, many private land owners increased prices 
before the construction could start (Botella 1995, 28) . Therefore, the stakeholder 
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response (in particular to encourage all stakeholders to support the project) has 
been recognized as an internal factor in the Olympic Games .

Managerially-based cost overruns
On the managerial side, there are cost overruns in different phases, starting with 
the estimate process, followed by the planning, the monitoring and control and 
the communication . During the estimate/planning process, an inaccurate or bad 
estimate of the final costs, or the use of incorrect or inappropriate methods for es-
timating costs and the risk of the process can arise (Flyvbjerg et al . 2009; Halloum 
& Bajracharya 2012; Jackson 2002; Khodeir & Hamdy 2015; Mahamid & Bruland 
2011; Shaqour 2014, Vanston & Vanston 2004, 33) . This is complemented by the 
theory of optimism bias established by Kahneman & Tversky (1979) . “The optimism 
bias is defined as the difference between a person’s expectation and the outcome 
that follows . If expectations are better than reality, the bias is optimistic; if reality 
is better than expected, the bias is pessimistic” (Sharot 2011, R941) . Problems in 
estimating the Olympic Games were mainly recorded in these areas:

• the practical examples of Olympic Games can be found in overestimating the 
size of existing infrastructure and its fit for the Games in the planning stage in 
terms of limited knowledge about size and scope,

• underestimating the need for accommodation for visitors and the Olympic 
family (the use of ships as accommodation in Sydney, Athens, London and 
Sochi; Golden 2013),

• underestimating transport infrastructure and parking space .

After the estimation process, various factors in the planning phase, such as an 
insufficient project analysis, unsuitable planning and scheduling or changes in the 
planning and scheduling and also wrong planning can lead to cost overruns (Abd-
Karim et al . 2013; Al-Jurf & Beheiry 2010; Alinaitwe et al . 2013; Banaitiene & Banaitis 
2012; Doloi 2013; Khodeir & Hamdy 2015; Gajewska, & Ropel 2011; Gomez Arcila 
2012; Mahamid & Bruland 2011; Memon et al . 2011; Shanmuganathan & Baskar 
2015; Shaqour 2014; Singh 2011; Toh et al . 2012) . Olympic-specific examples are:

• forgetting the space needed surrounding Olympic facilities (warm-up gyms, 
parklands, offices, etc .) . E .g . for Atlanta 1996, the need for warm-up courses, 
extra parking and the demolition costs of the old Fulton Stadium were not 
calculated in (ACOG 1994),
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• poor planning and construction of venues (e .g . tennis courts faced the wrong 
direction (towards the sun) and had to be turned around, the swimming pool 
was notsuitable, so they constructed a new one,

• long decision-making processes and late realisation (e .g . delays in Athens (The 
Guardian 2003)),

• difficulties in finishing negotiations (partners speculate and use time pressure) 
or public procurements .

In the monitoring and control phase, one can observe poor site management, 
insufficient cost control, the complexity of the organisational structure, the lack 
of construction cost data, fraudulent behaviour and bribes causing cost increases 
(Abd-Karim et al . 2013; Abusafiya & Suliman 2017, 35; Alfouzan 2013; Alinaitwe 
et al . 2013; Ameh et al . 2010; Bordat, McCullouch, Labi & Sinha 2004; Le-Hoai 
et al . 2008; Doloi 2013; Mahamid & Bruland 2011; Memon et al . 2011; Toh et al . 
2012) . Furthermore, insufficient and poor risk management can result in higher 
costs (Baldry 1998; Halloum & Bajracharya 2012; Kwak & Smith 2009; Patanakul 
2014) . An example is London 2012, which had problems with contractors handling 
the size of the project (e .g . the architect left, static problems, iconic venues were 
expensive to construct, size of the project; National Audit Office 2007a) . Finally, 
further problems can occur in the communication . These factors are: poor coor-
dination between the project participants and a lack of management knowledge 
(Alinaitwe et al . 2013; Halloum & Bajracharya 2012; Shaqour 2014) . Aspects of the 
lack of communication within the organisation, but also with external groups, were 
also identified in the case of the Olympic Games .

Politically- and regulation-based cost overruns
Further factors that have an influence on cost overruns can be found in politics and 
regulation . The political situation is crucial in order not to increase the costs . Therefore, 
non-supportive governmental policy, delays in decision-making by the government, 
lack of governmental control and regulations may support cost overruns (Ameh et 
al . 2010; Kasimu & Abubakar 2012; Khodeir & Hamdy 2015; Mahamid & Bruland 
2011; Morris 1990; Siemiatycki 2014; Shaqour 2014) . These factors are supported by 
the theory of strategic misrepresentation . People systematically underestimate the 
costs and overestimate the resulting benefits (Flyvbjerg, Holm & Buhl 2002, 2005; 
Wachs 1989), which relates to the “winner’s curse”, which we will explain later in 
detail . Examples of political and regulatory difficulties with the Olympic Games are:

• host city expectation of governmental or sponsor support,
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• missing governmental guarantees at bid stage may turn out not to be provided, 
e .g . in Seoul the government had withdrawn its financial support in 1987 but 
was persuaded to return to support the Games,

• political changes and new agenda-setting (e .g . changed decision-making com-
petencies), 

• avoidance of responsibility or difficulties in defining responsibilities and com-
petencies,

• conflicts of interests regarding the Games investment and legacy plans,
• missing flexibility .

Cost overruns based on project resources
Project resources can be divided into material, labour and equipment . Regarding 
materials, the changes in the cost of building materials, the lack of construction 
materials in markets and material problems can lead to higher costs (Al-Jurf et al . 
2010; Alfouzan 2013; Ameh et al . 2010; Bageis & Furtune 2009; Kasimu & Abubakar 
2012; Khodeir & Hamdy 2015; Insja & Sihombing 2016; Mahamid & Bruland 2011; 
Shanmuganathan & Baskar 2015; Shaqour 2014; Singh 2011) . For example, for Rio 
2016 an oil crisis occurred during the preparation period of the Games (Osborn 
2017), but also steel delivery crises have taken place . In addition to the material, 
labour can also lead to cost increases . This happens when workers are absent or 
unqualified or have no experience (Ali et al . 2017, 30; Kasimu & Abubakar 2012; 
Khodeir & Hamdy 2015; Mahamid & Bruland 2011; Morris 1990) . Labour problems 
have occurred in the Olympic Games preparations where there is poor timing and 
recruitment of skilled personnel (suboptimal contracting) and workers’ strikes (e .g . 
in Sarajevo; Helbing 2015) . For increased costs, the equipment may be responsible 
if the machines are too expensive or equipment is missing (Abd-Karim et al . 2013; 
Memon et al . 2011; Toh et al . 2012) . So missing technical equipment from a stadium 
and other facilities might lead to higher costs .

Environmentally-based cost overruns
The last general category represents the environment, which is related to weather 
and location . On the one hand, unforeseen weather conditions may incur cost 
overruns; on the other hand, unsuitable climate conditions for working may be 
responsible (Doloi 2013; Singh 2011) . For London 2012, for example, weather led 
to delays and brought timing under pressure . In concrete terms, this can be the 
need to clear snow or the construction ground being too wet or frozen (e .g . too-wet 
ground in London; Magnay 2012) . In the end, poor field investigations, decisions 
for the wrong sites, land expropriation costs and relocation of inhabitants or busi-
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nesses are the reasons why the location leads to cost overruns . In addition, costs 
for a sustainable site may have an impact on the overall costs (Alinaitwe et al . 2013; 
Ameh et al . 2010; Morris, 1990) . 

Event-specific-based cost overruns
Some incidents that have occurred during the Olympic Games cannot be divided 
into the other categories . Therefore, the model was supplemented by the category 
event-specific factors . The event-related factors are:

• renovation of already existing stadiums – e .g . the roof of the Olympic Stadium in 
Barcelona was leaking even though it was newly built in 1989 (Botella 1995, 28),

• size of follow-up costs to transform competition sites into its final use (legacy 
transformation), 

• effects of marketing campaigns to sell tickets or attract sponsors,
• cost effects caused by distance between the Olympic Village, the media village 

and sporting facilities (e .g . the lack of large plots of land in Athens 2004 (Richter 
2012a) and Tokyo 1964 (Richter 2012b)),

• time pressure because of a fixed delivery date (e .g . for the FIS World Cup, archi-
tects described the lack of planning and the delays this caused; Strande 2009),

• contractors being late in obtaining more money for speedy construction (e .g . for 
Atlanta 1996, the construction company for the Olympic harbour in Savannah 
quit and a new company had to be found),

• changing or adding events by International Federations (IFs) (in terms of li-
censed equipment, etc .; e .g . new events in snowboarding, Alpine skiing, speed 
skating and curling in PyeongChang and new events in athletics, swimming 
and basketball in Tokyo 2020; CBC 2015; Homewood 2017),

• sudden unexpected need for an increased security level (e .g . Athens after 9/11 and 
the growing risks of terrorist attacks in Sochi; Sanburn 2012; Müller 2014, 634),

• illness (epidemic) (e .g . Zika virus in Rio; Zagorsky 2016),
• inappropriate speed of growth of the OCOG and its structures . 

Flyvbjerg (2011) mentions the underestimation of risks due to complexity, and 
changing scope during the implementation period as the major reasons for cost 
overruns . Jackson (2002) supports this view by saying that the most serious problem 
in project management is planning a budget for future investments estimated with 
inadequate information . According to Jackson, it is necessary and important for 
good planning to define the scope and complexity of the project in a clear manner 
from the earliest stages . 
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The 2012 FIS World Ski-Flying Championship in Vikersund, Norway, showed 
that a major reason for cost overruns was that, after the awarding of the event was 
made, priorities were often given to other things than constructing sports venues 
(see Solberg & Preuss 2015) .

Another trigger of costs turning out higher than planned is based on underesti-
mated costs for the many capital investment promises that must be made during the 
bidding process . In the past, one could observe that the city that offered the “best” 
Games won and had to deliver . Cost underestimation would then lead to seriously 
higher costs than estimated, which is the so-called “winner’s curse” (Andreff 2012) . 
Massive cost overruns cause economic inefficiency . If investment decisions are 
based on underestimated costs, inputs may not be allocated to the most profitable 
projects . Major events are often supported financially by the public sector, and if 
politicians are guided wrongly by incorrect cost budgets, they may support events 
that they would otherwise have rejected if the information had been correct . We 
come back to this theoretical perspective in our results section .

Another factor of cost overruns has its roots in changing the overall project 
scope by adding detailed investment projects that are not really necessary for the 
Olympic Games, though host city politicians like to use the Olympic Games as an 
argument to get them financed . These constructions are not required by the IOC, 
e .g . the renovation of a post office, new hospital or theatre, a programme to renovate 
the historical or architectural patrimony . Additionally, often those who support the 
construction of infrastructure and sport venues are free riders who do not share 
in funding the venues, but benefit from them (see Solberg & Preuss 2015) . Often 
a major reason why massive cost overruns occur are extensions of the objectives 
after the events have been awarded . This applied to both the FIFA World Cup 2010 
in South Africa and the World Skiing Championship 2012 in Norway, for which 
a number of stakeholders entered the scene after the events were awarded, with 
other objectives than just building sports venues . We come back to this theoretical 
perspective in our results section .

Finally the PRINCIPAL-AGENT theory helps explain cost overruns at mega 
sporting events that are awarded through bidding . The AGENT (the city) has quite 
realistic knowledge of the overall costs . However, due to information asymmetry 
towards the public (PRINCIPAL, as they are taxpayers) and the need for the public 
to support the bid, the city (AGENT) announces lower costs than expected . Right 
after being awarded the Games, much higher costs are announced, as happened 
for London 2012, for example . Preuss & Schnitzer (2012) explain a similar situa-
tion for the FIFA World Cup . We come back to this theoretical perspective in our 
results section .
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2.2 Comparative Issues
2.2 Comparative Issues 
In this study we also intended to compare cost overruns at the Olympic Games 
with those observed for other public projects . However, looking into the literature 
we have two concerns in doing this comparison:

1 . Cost overruns differ for different projects . This means that cost overruns for 
road construction cannot be compared with cost overruns for housing projects .

To provide evidence, we looked for studies that investigated cost overruns in different 
branches, but in the same cultural area . Singh (2010, 45) shows that cost overruns 
are different in various project types in India . In total, India has an average rate of 
cost overruns of 15 .2%, but there are some areas where costs appear to be smaller 
than first estimated (e .g . coal, mines and telecommunication) . By contrast, there 
are areas in which costs increase even faster than the country’s average (e .g . finance, 
health and family welfare) .

Table 3 Cost overruns in infrastructure projects (April 1992 – March 2009 in India) 

Sector Number 
of  

Projects

% Cost Overrun
Mean Std. Dev. % of Projects 

with Positive 
Cost Overrun

Atomic energy 12 15 .05 113 .12 25 .00
Civil aviation 47 -2 .27 40 .52 42 .55
Coal 95 -19 .90 73 .85 22 .11
Fertilisers 16 -12 .57 28 .92 25 .00
Finance 1 132 .91 0 100 .00
Health and family welfare 2 302 .30 92 .96 100 .00
I & B 7 14 .00 62 .97 42 .86
Mines 5 -33 .16 20 .65 0 .00
Petrochemicals 3 -12 .22 25 .92 33 .33
Petroleum 123 -16 .10 28 .96 20 .33
Power 107 51 .94 272 .50 46 .73
Railways 122 94 .84 178 .86 82 .79
Road transport and highways 157 15 .84 62 .46 54 .14
Shipping and ports 61 -1 .35 84 .35 31 .15
Steel 43 -15 .88 47 .78 18 .60
Telecommunication 69 -32 .09 57 .59 15 .94
Urban Development 24 12 .31 50 .27 41 .67
Total 894 15 .17 132 .27 40 .72

Source: Singh (2010, 45)
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The comparison of studies about cost overruns in public sector projects shows 
differences in the amount and occurrence of cost overruns regarding the same 
kind of projects . There are also differences in the significance of the various factors 
worldwide when it comes to developing countries (Abdel-Hafeez et al . 2016; Aftab, 
Ismail, Noor & Ahmad 2014; Aibiniu & Jagbonon 2002; Flyvbjerg 2009; Inuwa, Saiva 
& Alkizim 2014; Singh 2010) . Comparing studies that analysed cost developments 
of investment projects in different countries makes it clear that country-specific 
differences exist . 

2 . Cost overruns differ for different countries . This means that the same construc-
tion projects cause different cost overruns in different countries . 

To find evidence, we now need to focus on studies that investigated the same 
industry but in different nations . Comparing cost overruns of railway projects 
in different countries, big differences are noticeable . The highest cost overruns 
of approximately 95% are witnessed in India (Singh 2010) . Whereas the smallest 
cost increase points at the Netherlands with only 10 .6 % (Cantarelli, Flyvbjerg & 
Buhl 2012) . Flyvbjerg et al . (2002) compared cost overruns in Europe with those 
in the U .S . and other geographical areas, and came up with the conclusion that 
there are differences between other geographical areas (64 .4%) and Europe as well 
as the U .S . Even considering only one country, there are some differences in terms 
of cost escalations (Flyvbjerg et al . 2002; Love, Ahiaga-Dagbui, Welde & Odeck 
2017; Pickrell 1990) . 

Table 4 Cost overruns in rail projects in different countries

Country Cost Overrun (%) Source
Australia 23 .00 Love, Zhou, Edwards, Irani & Sing 2017
India 94 .84 Singh 2010
Netherlands 10 .60 Cantarelli, Flyvbjerg & Buhl 2012
Sweden 17 .00 Riksrevisionsverket 1994
South Korea 48 .00 Lee 2008
United States 50 .00

42 .00
40 .80

Pickrell 1990
Love, Ahiaga-Dagbui, Welde & Odeck 2017
Flyvbjerg, Holm & Buhl 2002

Europe 34 .00 Flyvbjerg, Holm & Buhl 2002
20 countries on 
5 continents

44 .70 Flyvbjerg, Holm & Buhl 2002
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The Olympic Games are a mega project with very different investment structures . 
It includes transport infrastructure, IT infrastructure, housing infrastructure, 
fairground construction, park construction, sport venue construction and in a 
way some iconic architecture . 

Additionally, the Olympic Games are moving from country to country and cul-
tural area to cultural area . This means that there are various options for calculating 
the costs, the intensity of corruption in a country, and changes in political interests 
that use the Olympic Games as an engine for triggering side effects . Therefore, it 
seems that there are no solid scientific grounds for research comparing the Olympic 
Games with any other mega project in the same country and with any similar mega 
sporting project from a different country . 

In general, the challenge in project management is to minimise the risks of cost 
overruns and thus keep the project on budget (Abusafiya & Suliman 2017) . Never-
theless, it proves to be difficult and only with a good reason scientifically possible 
to compare infrastructure projects with the Olympic Games, because there are not 
only construction projects, but rather a complex project with a variety of project 
management mechanisms in construction and organisation . This fact was proven 
by the comparison made by Baloyi and Bekker (2011), who focused on categoris-
ing the causes of cost overruns, in an analysis framework developed by Odeh and 
Battaineh (2002) for general projects . In the case of stadiums at the FIFA World 
Cup 2010 in South Africa, they concluded that there were significant differences 
between those factors that trigger cost overruns for general projects and those for 
the construction of stadiums in South Africa for the FIFA World Cup 2010 . 

2.3 Olympic Games and Mega Sports Events
2.3 Olympic Games and Mega Sports Events
When looking at the Olympic Games, there are different kinds of costs and reve-
nues . Generally, the budget is divided into organisational and infrastructural costs/
revenues . The organisational budget is included in the budget of the Organising 
Committee of the Olympic Games (OCOG) . It is also split into a revenue and a cost 
side . The main revenues an OCOG can generate are the IOC contribution from 
selling television rights, revenues from TOP sponsorship, local sponsorship and 
official suppliers, the revenues from ticket sales and merchandise, and subsidies 
from the government, if applicable . On the expenditure side of the OCOG budget 
are capital investments for transforming sports facilities and the operational costs 
for staging the Olympic Games, such as rental costs, Games workforce, technology 
and telecommunications, ceremonies, catering, transport, security and adminis-



2.3 Olympic Games and Mega Sports Events 19

19

trative costs . The OCOG budget is mainly financed by private funds . In addition to 
the OCOG budget there is a so-called non-OCOG budget that is mostly financed 
by the city, regional or state authorities, but also by the private sector . These in-
vestments are capital investments and include the building and renovation of the 
airport, roads, accommodation, sports venues, and Olympic and media villages 
(IOC 2010)6 . Cost underestimation in the budget usually is about investment cost in 
general infrastructure and Olympic sporting infrastructure . In a very small num-
ber of cases, these underestimates occur in the organisation costs (Andreff 2016) . 

Usually the Olympic Games are expensive if the host city plans intensive invest-
ment in traffic infrastructure, communication systems, housing and sports facility 
construction (e .g . Sydney 2000, Barcelona 1992, Seoul 1988, Montreal 1976 and 
Munich 1972) . If costs are mainly based on organising and staging the Games, they 
will be modest (e .g . Atlanta 1996 and Los Angeles 1982) (Preuss 2006) . Nevertheless, 
mega sporting events are often used to leverage urban development, renovation or 
refurbishing (Preuss 2004) . If infrastructural projects happen to be delayed and 
cannot stick to the time schedule, they usually generate cost overruns (Andreff 2016) . 

6 In recent times, airports and transport infrastructure are no longer listed in the Olympic 
Games Candidature File .



2   Literature Review20

Open Access This chapter is licensed under the terms of the Creative  Commons Attribution 4.0 
International License (http:// creativecommons.org/licenses/by/4.0/), which permits use,  sharing, 
adaptation,  distribution and reproduction in any medium or format, as long as you give  appropriate 
credit to the original author(s) and the source, provide a link to the  Creative  Commons licence 
and indicate if changes were made.

The images or other third party material in this chapter are  included in the chapter’s 
 Creative Commons licence, unless indicated otherwise in a credit line to the material. If material is 
not  included in the chapter’s Creative Commons licence and your intended use is not permitted by 
statutory  regulation or exceeds the permitted use, you will need to obtain permission directly from the 
copyright holder.


	2Literature Review
	2.1 Cost Overruns in General
	2.1.1 What are Cost Overruns?
	2.2.2 Cost Overruns in Mega Projects and at Olympic Games

	2.2 Comparative Issues
	2.3 Olympic Games and Mega Sports Events




