
 
 

After Sochi 2014
Muller, Martin

DOI:
10.1080/15387216.2015.1040432

License:
Creative Commons: Attribution (CC BY)

Document Version
Publisher's PDF, also known as Version of record

Citation for published version (Harvard):
Müller, M 2014, 'After Sochi 2014: costs and impacts of Russia’s Olympic Games', Eurasian Geography and
Economics, vol. 55, no. 6, pp. 628-655. https://doi.org/10.1080/15387216.2015.1040432

Link to publication on Research at Birmingham portal

Publisher Rights Statement:
Checked November 2015

General rights
Unless a licence is specified above, all rights (including copyright and moral rights) in this document are retained by the authors and/or the
copyright holders. The express permission of the copyright holder must be obtained for any use of this material other than for purposes
permitted by law.

•	Users may freely distribute the URL that is used to identify this publication.
•	Users may download and/or print one copy of the publication from the University of Birmingham research portal for the purpose of private
study or non-commercial research.
•	User may use extracts from the document in line with the concept of ‘fair dealing’ under the Copyright, Designs and Patents Act 1988 (?)
•	Users may not further distribute the material nor use it for the purposes of commercial gain.

Where a licence is displayed above, please note the terms and conditions of the licence govern your use of this document.

When citing, please reference the published version.

Take down policy
While the University of Birmingham exercises care and attention in making items available there are rare occasions when an item has been
uploaded in error or has been deemed to be commercially or otherwise sensitive.

If you believe that this is the case for this document, please contact UBIRA@lists.bham.ac.uk providing details and we will remove access to
the work immediately and investigate.

Download date: 01. Feb. 2019

brought to you by COREView metadata, citation and similar papers at core.ac.uk

provided by University of Birmingham Research Portal

https://core.ac.uk/display/185485429?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
https://doi.org/10.1080/15387216.2015.1040432
https://research.birmingham.ac.uk/portal/en/publications/after-sochi-2014(e4e119e6-3de5-448a-9327-00cde8ac327e).html


After Sochi 2014: costs and impacts of Russia’s Olympic Games
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This paper assesses the outcomes of the 2014 Winter Olympic Games in Sochi, Rus-
sia, examining the costs and economic impacts of the event, the prospects for the
long-term use of venues and infrastructure, and the attitudes of the global and the
Russian population. Total costs were $55 billion, having increased 4.5 times from $12
billion at the time of the bid. Of this total, about $16 billion were sports-related costs.
After accounting for inflation, this makes Sochi the second-most expensive Olympics
ever in terms of sports-related costs and the most expensive Olympics in terms of cost
per event. With a public share of 96.5 percent of funding, the Sochi Games had the
highest proportion of public money for any Olympic Games on record. The benefit
from this high cost, however, is limited. Extensive construction led to hotel overca-
pacities, investors defaulted on state-backed loans, and there is no coherent plan for
the after use of venues and some of the largest infrastructure projects. As a conse-
quence, the Sochi Olympics will continue to be a burden for the Russian state, with
expenses for operation, maintenance, and foregone interest and tax revenue in the
order of $1.2 billion per year. The event also did not manage to improve the image of
Russia in the world. Among the domestic population, support dropped over the seven
years of its implementation, most notably among the local population.

Keywords: Olympic Games; Sochi; mega-event; mega-project; costs; benefits;
tourism; infrastructure

Introduction

It was one of the biggest events in 2014, not just for Russia but also for the world. The
2014 Winter Olympic Games, held between 7 February and 23 February in Sochi on
the Black Sea Coast, broke a series of records. They had the highest number of partici-
pating nations (88), the highest number of athletes (2873), and the highest number of
events (98) of any Winter Games. At $1.26 billion, they also produced the highest rev-
enue from broadcasting rights ever (IOC 2014). Less than three decades earlier, the
1988 Winter Games in Calgary were barely half as large, which exemplifies the tremen-
dous growth of the event, defying attempts on the part of the IOC to contain “gigan-
tism” (Chappelet 2014). The Sochi Games were also among the top 10 of Wikipedia
articles that were most frequently edited and viewed in 2014, further attesting to the
public interest in the event (Keegan 2015). But the one record that Sochi will be
remembered for is a more dubious one: the most expensive Olympic Games ever –
Summer or Winter. The figure most frequently cited for total costs is $51 billion (1526
billion rubles), although the actual figure is around $55 billion (1651 billion rubles).
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But the Olympic Games in Sochi were more than a mere sports event. The vast
funds spent on it and the priority it enjoyed in Russia were meant to serve two major
goals. First, to expedite regional development in one big push, building state-of-the-art
infrastructure and catapulting Sochi into a league of world-class resorts to rival the glo-
bal winter sports elite of the likes of Zermatt, Vail, and Whistler. It was this goal that
President Putin highlighted in the pitch he made to the IOC at its meeting in Guatemala
in 2007: “Sochi is going to become a new world class resort for the new Russia. And
the whole world!” (Putin 2007). The second goal was to present to the outside world a
new face of Russia as an open, modern, and attractive country. Large posters at the
Sochi Olympics declared “Russia – Great, New, Open!” and the state-owned Sberbank,
a major sponsor of the mega-event, proclaimed the global ambitions of the event:
“Sochi today, the world tomorrow” – a phrase whose ominous undertones became real-
ity a few days after the Olympics with the invasion of Crimea (Biersack and O’Lear
2014; Dunn and Bobick 2014).

The twin goals of big push regional development and imagineering on the global
stage reflect two of the major political dynamics in today’s Russia. On the one hand,
there is the strong role of the federal state in regional development, which in the so-
called vertical of power allocates resources to the development of regions, often through
large “national projects” or federal target programs (Argenbright 2011; Dixon 2010;
Kinossian and Morgan 2014; Orttung and Zhemukhov 2014; Remington 2015). In the
absence of a functional regional development policy, these ad hoc approaches have led
to an increasingly polarized form of regional development and have been unable to
alleviate the persistence of regional inequalities (Gel’man and Ryzhenkov 2011;
Kinossian 2013; Lankina 2009). As a national project of the highest priority, the Sochi
Games were an extreme form of regional policy directed at one region, funded, adminis-
tered, and delivered by the central state. On the other hand, the Sochi Games reflect the
government’s desire to demonstrate to the rest of the world and to its own population
that Russia can be a world leader in such areas as technology, infrastructure, leisure,
and quality of life (Mäkinen 2011) – all of which Sochi was meant to showcase. Ulti-
mately, these goals tie in with Russia’s quest to shore up its soft power on the interna-
tional stage (Alekseyeva 2014; Feklyunina 2008) but also with the often-proclaimed
“modernization,” which implies raising Russia’s technological and infrastructural
capabilities, promoting economic investment, and making the country more attractive to
the outside world, both to investors and to tourists.

With the benefit of hindsight, this article takes a look at the ambitions linked to the
Sochi 2014 mega-event and compares them to the actual outcomes. It does so by cover-
ing the themes that were most prominent in the official and public rhetoric: the costs,
cost overruns, and economic impact of the event; the implications for tourism in the
region; the long-term use of venues and infrastructure; and the image of Russia and the
Games at the local, national, and international levels. In so doing, this paper presents
the first full account of costs and cost overruns, separating out different types of costs
and comparing them to other events. While focusing on the economic, infrastructural,
and image impacts of the event, the paper recognizes the importance of other aspects of
the Sochi Games, in areas such as housing and displacement (Karbainov 2013), Russia’s
great power narrative (Petersson 2014), human rights (Lenskyj 2014; Van Rheenen
2014), security (Zhemukhov and Orttung 2014), social protest and ethnic conflict
(Arnold and Foxall 2014; Zhemukhov 2009), and the environment (Müller 2015a).

The material for the analysis is drawn from official reports by companies and
organizations, either involved in organizing the Sochi Olympic Games (e.g. the Sochi
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Organizing Committee of the Olympic Games, the IOC, and the Olympic delivery
agency Olimpstroy) or in evaluating them and their consequences (Fund for the Fight
Against Corruption, Fitch Ratings, and Pew Research Center), and coverage by indepen-
dent, quality newspapers in Russia (Vedomosti, Gazeta.ru, Kommersant, and Moscow
Times) or news agencies (AP). For representing the view of the Russian Government, it
draws on official speeches and statements by government officials and state-run news
media (e.g. RIA or RT, formerly Russia Today).

The costs of the Sochi games

The superlative that will dominate public memory with regard to Sochi is not athletic
but financial, “the most expensive Olympics ever.” Most Western media reported this
fact as a sign of the megalomanic extravaganza that the event had turned into. The fig-
ure of $51 billion has become the de facto accepted total cost of the event by virtue of
its frequent repetition in the media. It does not represent, however, the final cost nor
does it encompass all costs for the Sochi 2014 Games. The figure originated from an
estimate of construction costs by Olimpstroy, the state company in charge of most of
the infrastructure construction for the Olympics, from one year before the Games, on 4
February 2013. At that time, Olimpstroy forecast the total cost of construction at RUB
1525.9 billion (or $51.4 billion at the exchange rate of that day) (Sterkin 2013).

But what was the final cost of the Sochi Olympics? The Russian Government has
not presented a final accounting of all costs, and answering this question is far from
straightforward because much depends on what is included in the cost. Table 1 attempts
an estimation of costs, based on public sources. It divides costs into three major
categories:

• Operational costs: the costs of running the event itself. The largest items are typi-
cally salaries for staff and IT equipment, but the costs also include things such as
transport, temporary venue overlay, accommodation of delegations, ceremonies,
and so on. The operation of the event is the responsibility of the organizing com-
mittee of the Olympic Games, the so-called OCOG, but not all costs are contained
in the OCOG budget. Security costs, for example, are often separate, which was
also the case for Sochi.

• Sports-related capital costs: the construction cost of all event-related buildings
required by the IOC, i.e. the venues, the Olympic villages, and the media centers,
but also that of supporting infrastructure (electricity supply, telecommunications,
road access, water and sewage, etc.).

• Non-sports-related capital costs: all infrastructures not required for the immediate
construction and operation of sports-related venues, e.g. hotels, power stations,
new roads, and railway connections, an expansion of the airport, new train sta-
tions, etc.

This division makes it possible to distinguish between direct costs (i.e. operational
and sports-related capital costs) and indirect costs (non-sports-related capital cost).

Adding up these costs produces a figure higher than the frequently reported $51 bil-
lion: the total costs linked to the 2014 Sochi Olympics were just under $55 billion
(RUB 1652 billion) (see Table 1).1 More than 90 percent of the costs were capital costs,
indicating the large share of construction for these Olympics (see Figure 1 for an over-
view of the most important construction). Indeed, such a high proportion of capital costs
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as a share of total investments was previously only reached by Tokyo for the Summer
Games of 1964 (Liao and Pitts 2006, 1247). Even in Beijing, which spent about $40
billion for the Summer Games in 2008 to effect major urban transformations (Smith and
Himmelfarb 2007), this ratio was only about 65 percent. It is these capital costs of $51
billion that have been reported as total costs, ignoring operational costs, which add more
than $4 billion to the total.

What is striking with regard to operational costs is the size of the security budget.
At a minimum of $1.92 billion (57.8 billion rubles), it is more than twice the security
cost of the previous Winter Games in Vancouver (estimated at $0.84 billion [Canadian
$0.87 billion] [Government of Canada 2012]), and still quite significantly more than the
security costs of the much larger London 2012 Summer Games (about $1.62 billion
[1.05 billion pounds] [Department for Culture 2012]).2 The high cost reflects the sal-
ience of security in Olympic preparations, which

overshadowed most other issues that the Olympics were initially meant to address. Gradu-
ally, security concerns took precedence over economic issues and became central to ensur-
ing that the safe conduct of the Games would promote a positive image of Russia and its
leaders at home and abroad. (Zhemukhov and Orttung 2014, 26)

What contributed to the high security costs was not just the location of Sochi in the
geopolitically unstable environment of the North Caucasus, with the de facto state of
Abkhazia just across the internationally recognized border with Georgia. During the
preparation period for the Games, authorities also perceived a growing threat from ter-
rorist attacks and eventually found themselves confirmed by a series of attacks, particu-
larly those in Volgograd in December 2013, just weeks before the Olympic Games. This
environment resulted in what has been called “hyper-insecurity”: the allocation of
money for security not on the basis of the probability of attacks, but on the basis of the
very possibility that such an attack could occur (Zhemukhov and Orttung 2014, 14). As
a consequence, Sochi became a veritable fortress during the Olympic Games, with sev-
eral rings of progressive security checks physically isolating it from its surroundings
and a strong presence of the military, in addition to regular security forces. The obliga-
tory self-registration of visitors to the Olympic Games before going to Sochi through
the introduction of a spectator pass made it possible for the authorities to obtain data
records and prescreen all visitors.

But are all costs of Table 1 attributable to the Olympics? Organizers and state officials
have maintained that not all expenditures should be counted as part of the event.
According to them, the true cost of the event was $7.1 billion (214 billion rubles), which,
they claim, includes just the sports-related venues (Channel One 2014; Russia Beyond The
Headlines 2014; Russia Today 2014). According to this view, all other costs were incurred
as a result of the modernization of the larger Sochi region, which would have happened
anyway and has long-term utility for the development of the region.

It is true that not all costs should be counted as unique costs of the event. Russia
had indeed launched a so-called Federal Target Program for the development of Sochi
as a winter sports resort before it won the right to host the Olympic Games, which
included many measures that were not required for the event (Müller 2011). But $7.1
billion is too low a figure for the total sports-related costs for three reasons. First, it
leaves out operational costs of $4.2 billion, which would not have been incurred without
the event. Second, the figure of $7.1 billion underestimates the costs of sports-related
venues by some $0.4 billion (12 billion rubles) (see Table 1). Third, it ignores the costs
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for supporting infrastructure and site preparation for sports-related venues, for example,
water and electricity supplies, access roads, telecommunications, and temporary struc-
tures. Since all venues were constructed from scratch, these expenditures were signifi-
cant and added up to $4.4 billion, i.e. more than half of the costs of the venues
themselves. The total sports-related costs, including operating and capital costs, should
therefore be placed at about $16.1 billion.

The Olympics have also contributed to the remaining $38.8 billion of ostensibly non-
sports-related costs. This happened, first, because the Olympics increased the size of
some of the infrastructure to fit Olympic peak demands. The largest project, a combined
rail and road link between the coastal cluster and the mountain cluster, some 48 km apart
(see Figure 1), which cost more than $10 billion, is a case in point. It was built to handle
20,000 passengers per hour – several times the total number of rooms in the mountain
resort of Krasnaya Polyana it serves. Second, the Olympic Games drove up the cost of
the non-sports-related infrastructure by imposing a fixed deadline, enabling contractors to
engage in profiteering by delaying construction work (Müller 2015c). This is a well-
known phenomenon, which causes mega-events and related infrastructure to overrun
their budgets much more than other mega-projects (Flyvbjerg and Stewart 2012). It was
also present in Sochi, or as one investor put it: “we were in so much of a hurry in the
end that we did not count the money” (Fedorova 2014). It is quite a surprise then that
the organizers managed to keep the expenditure within the budget announced in February
2013 with amazing precision, when the costs had kept rising the years before. Still, the
average nominal (i.e. without correcting for inflation) cost overrun for capital costs was
347% (see Table 1). In other words, while some of the infrastructure may not have been
built specifically for the event, the event made it significantly more expensive. How
much more expensive is difficult to establish in the absence of a counterfactual. But
Flyvbjerg and Stewart (2012) calculate for other Olympic Games that their median cost
overrun is about four times that of other mega-projects. If this also holds for Russia,
more than half of the $38.8 billion non-sports-related costs were cost inflation due to the
Olympics that would not have occurred otherwise.

Cost overruns and cost inflation of the Sochi games

Sochi was not just an expensive Olympic Games, but it also experienced significant cost
overruns as the final budget was several times higher than the budget in the bid book.
In nominal terms, the whole project became about 4.5 times more expensive than
planned ($55.0 vs. $12.3 billion). The costs for venues escalated particularly strongly,
with a nominal 585 percent cost overrun (337 percent in real terms after controlling for
inflation). The Olympic Stadium and the Main Olympic Village came in 12 times more
expensive than budgeted. These massive overruns are all the more surprising, consider-
ing that the bid book stated that “expenses are forecast on the ‘high side,’ recognizing
that expenses for Olympic Winter Games are typically under-estimated at this stage”
(Bidding Committee Sochi 2006, 99).

The changing scope of projects explains some overruns. The Biathlon and Cross-
Country complex, for example, had to be relocated and had to have a separate “en-
durance village” for competing athletes because of the elevation difference with the
Mountain Olympic Village. Some venues also had to conform to international sustain-
able building standards, a requirement that was introduced after the bid. On the other
hand, however, the scope for some projects shrank. The road–rail link, for example, was
downgraded to a two-lane road, after initial plans for a four-lane road, and the cargo
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port for bringing in construction material was downgraded from an annual capacity of
30 million tons to just 10 million. In fact, organizers were meant to cut the whole bud-
get for the Olympics by $10 billion (300 billion rubles) in 2009, when Russia’s GDP
contracted by 7.8% during the financial crisis (BBC 2009). Instead, it ended up almost
$40 billion (1200 billion rubles) higher than expected.

Even allowing for unforeseen expansions of scope, the costs of the event itself are
still considerably above those of other Olympics (Flyvbjerg and Stewart 2012; Sokolov
2012). Sochi thus experienced not just cost overrun, but also cost inflation, meaning that
cost rose beyond the typical costs of comparable events elsewhere. To conduct such a
comparison, costs need to be deflated to the same base year and have the same scope.
Flyvbjerg and Stewart (2012) have conducted the most comprehensive and transparent
assessment of Olympic costs, and this paper uses their methodology for comparison. For
this purpose, it first defines the scope of costs as the total sports-related costs, i.e. exclud-
ing non-sports-related capital costs, and then deflates them to 2009 as the base year.3 For
cost overruns, Flyvbjerg and Stewart assume that the bid was not able to predict inflation,
thus they deflate final costs to the bid year to arrive at the cost overrun in real terms.

Table 2 shows that Sochi 2014 is in second place for the most expensive Olympics
ever if considering only the real sports-related costs of $11.8 billion (2009 values). It

Table 2. Comparison of cost and cost overruns of Winter Games in Sochi 2014 with previous
Olympic Games (operational costs plus sports-related capital costs).

Games Country Type

Final sports-
related costs
[bn $2009]

Cost per
event
[mln
$2009]

Cost overrun
(real terms,
original
currencies)
[percent]

Cost
overrun
(nominal)

Sochi 2014 Russia Winter 11.8 120 171** 324**

London 2012* UK Summer 14.8 49 101 133
Vancouver 2010 Canada Winter 2.3 27 17 36
Beijing 2008 China Summer 5.5 18 4 35
Torino 2006 Italy Winter 4.1 49 82 113
Athens 2004 Greece Summer 3.0 10 60 97
Salt Lake City
2002

USA Winter 2.3 29 29 40

Sydney 2000 Australia Summer 4.2 14 90 108
Nagano 1998 Japan Winter 2.3 34 56 58
Atlanta 1996 USA Summer 3.8 14 147 178
Lillehammer 1994 Norway Winter 1.9 31 277 347
Barcelona 1992 Spain Summer 11.4 44 417 609
Albertville 1992 France Winter 1.9 33 135 169
Calgary 1988 Canada Winter 1.0 22 59 131
Sarajevo 1984 Yugoslavia Winter 0.01 0.3 173 1257
Lake Placid 1980 USA Winter 0.4 11 321 502
Montréal 1976 Canada Summer 6.0 30 796 1266
Grenoble 1968 France Winter 1.0 29 201 230

Mean 4.3 31 174 313
Median 2.7 29 118 151
Maximum 14.8 120 796 1266
Minimum 0.01 0.3 4 35

Sources: Flyvbjerg and Stewart (2012); own calculations.
*Estimates.
**Cost overruns do not include cost for supporting infrastructure (for which no original budget was available).
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ranks just behind London 2012, which reported estimated total costs of $14.8 billion
(2009 values). When the costs per sports event are calculated – one way of standardiz-
ing expenditure by controlling for the size of the Olympics – Sochi leaps to the front.
Organizers spent $120 million (2009 figures) on each of the 98 events – 2.5 times more
than the next most expensive candidates. The president of the IOC, Thomas Bach, is
thus wrong when he claims that “costs for the Sochi Games are entirely within the
bounds of those of previous Games” (Süddeutsche Zeitung 2014).

In terms of real cost overruns of 171 percent, Sochi is near the mean, and there are
a number of Olympic hosts, such as Lillehammer, Barcelona, Montréal, Sarajevo, and
Lake Placid, that experienced higher real cost overruns. When not accounting for infla-
tion, however, cost overrun increases to 324 percent. This is because the ruble experi-
enced significant inflation during the preparation period; calculating cost overruns in
real terms removes this factor. Organizers, however, had included inflation in their initial
budgets (Government of the Russian Federation 2006a, vii), so the nominal value would
be the more adequate measure to judge cost overruns for Sochi alone.

One justification of this high expenditure for the Olympics in Sochi has been that
all facilities needed to be constructed from scratch. This is a highly unusual situation
for an Olympic Games, where at least some facilities exist at the time of the bid in most
locations, even if they need to be upgraded. But even when compared to similar new-
build venues elsewhere, Sochi seems to have suffered cost inflation. Orttung and
Zhemukhov (2014) list poor public oversight and democratic control as well as opaque
decision-making as further drivers of cost overrun.

Another reason for the magnitude of expenditure and cost overruns is Russia’s
neopatrimonial political system. A report by the Fund for the Fight against Corruption
(2014) argues that costs for venues in Sochi were 42 percent higher than elsewhere,
attributing the differential to nepotism and corruption.4 While the Russian Government
denies that corruption affected the Sochi Games, opposition politician Boris Nemtsov,
assassinated in March 2015, also documented in great detail how oligarchs close to
Putin benefitted from state contracts and kickbacks (Nemtsov and Martynyuk 2013).
Exacerbated through non-transparency and weak state institutions, the Sochi Olympics
contributed to maintaining the neopatrimonial political system in Russia, enriching a
select few through individual favors in exchange for political loyalty. As such, the Sochi
Games played an important role for the distribution of resources in Russia’s political
economy (Orttung and Zhemukhov 2014; Trubina 2015b; see also Dawisha 2014).

Table 3. Sources of funding for capital costs of Sochi 2014 Olympic Games.

Source $million Share

Government 29,222 57.7percent
Federal state 23,604
Krasnodar province 2327
City of Sochi 3291

State-owned companies 11,403 22.5 percent
Gazprom 4920
Russian Railways 2626
Others 3856

State-secured loans 8278 16.3 percent
Private 1762 3.5 percent

TOTAL 50,665 100 percent

Sources: Fund for the Fight Against Corruption (2014).
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Public vs. private: the sources of funding

Initial plans for Sochi foresaw to attract sizable private investment for the preparation
for the Winter Games. Strengthening the role of the private sector in the economy is
one of the central pillars of the modernization agenda in Russia (Wilson Rowe 2014;
Yakovlev 2014) and links up with the adoption of a neoliberal rhetoric in Russian urban
politics that stresses growth, investment, and international competitiveness (Golubchikov
2010; Trubina 2015b). Sochi was meant to demonstrate modernization in action.

The government projected that investors would provide $4.0 billion (119 billion
rubles), or 38 percent of the initial budget (Government of the Russian Federation
2006b) – a figure that in 2010 rose to $16.6 billion (500 billion rubles), or about half of
the total budget (RIA Novosti 2010). But, as Table 3 demonstrates, the final share
of genuine private contribution in capital costs was just 3.5 percent. The various levels
of government contributed almost 58 percent, whereas state-owned companies added
another 22.5 percent and state-owned banks the remaining 16 percent. With a public
share of 96.5 percent of funding, the Sochi Games have the highest share of public
money of any Olympic Games on record. Only the Montréal Olympics came close to
this, with about 95 percent of the funding from the public sector (Preuss 2004, 15–20).

From the start, the private sector had demonstrated little interest in investing money
into the preparation for the Olympic Games. Investors did not regard the sports venues
as profitable and instead preferred to put their money into new hotels. Seeing that it
would have to foot the bill alone, the Russian Government resorted to three measures to
involve private investors. First, it asked for outright donations as part of companies’
corporate social responsibility. This is how it procured the funding for the small hockey
arena. The investor, UGMK Holding, saw funding it as a part of maintaining good rela-
tions with the Russian state. By donating it to the state after completion, it saved itself
the costs of moving the stadium somewhere else, as it had originally promised, as well
as the expenses of maintaining it (Aminov and Dzhumaylo 2013). The second measure
was to saddle investors into tourism projects with the responsibility to provide Olympic
facilities. Thus, Interros, the holding company of oligarch Vladimir Potanin, had to pro-
vide for the alpine skiing, freestyle, and snowboard facilities. This was combined with
the third measure, which provided generous credit by the state-owned VneshE-
conomBank (VEB) to private investors – at discounted interest rates and covering an
unusually high part of the total investment (up to 90 percent) of individual projects.
Investors were loath to put their own money at risk, so VEB had to reduce the risk by
offering favorable conditions (Orttung and Zhemukhov 2014), a process not uncommon
in other Olympic host cities (Smith 2014).

As Table 3 shows, state-backed loans made up another 16.3 percent of total capital
costs and financed many venues such as the upgrading of the airport. That the risks of
these loans were indeed substantial became evident even before the Games, when inves-
tors asked for a grace period on interest payments to VEB (Tovkaylo 2013). By the
middle of 2014, some months after the Games, VEB had already declared 70 percent of
its Olympic loans as toxic and had canceled interest payments on them (Aminov and
Kiseleva 2015). Defaults on interest rate payments or loan repayment effectively shifted
the burden for this part of the Olympic expenditure to the Russian state and the Russian
taxpayer. The additional financial stress after the introduction of the Western sanctions
regime against Russia in the summer of 2014 and the depreciation of the ruble finally
forced the Russian Government to recapitalize VEB in early 2015 (Farchy 2015).
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Both the province (Krasnodar Krai) and the city of Sochi accumulated significant debt
from expenditure for the Olympics. The province funded $2.3 billion (70 billion rubles);
the city $3.3 billion (99 billion rubles) (see Table 3). As a consequence, debt levels rose
from 3 percent of revenue in 2009 to 47 percent in 2013 (Fitch Ratings 2014). Because
regional and local governments in Russia have little revenue raising power, this develop-
ment forced the federal state to step in to guarantee and fund this debt.

The organizers of the Olympic Games nevertheless declared a profit of $261 million
(about 7.9 billion rubles) for the operational budget of the Games (Solovichenko and
Vinogradova 2014), not counting the massive public subsidies to capital costs. Any such
profit is notional, however, given both the cost overrun for the operational budget and
the public subsidy of $0.52 billion (15.6 billion rubles) to the organizing committee
from the federal government. It is a mere function of the amount of subsidies received.
Nevertheless, the announcement of this profit was embedded into a storyline underscor-
ing the financial success of the Sochi Games. In view of the exorbitant total costs, the
IOC was particularly keen on such a storyline so as to not discourage future bidders on
tighter budgets (Gibson 2014). Along with the organizers, it considered all others costs
as leaving a (positive) legacy and part of the investment package for the long-term
development of Sochi as a mountain resort.

Economic impacts of the Sochi Games

The Russian Government intended the Olympic Games in Sochi to be much more than
a mere sports event. They were meant to become a catalyst for Sochi’s development as
a winter resort, which, together with its reputation for summer holidays, would turn the
area into a year-round destination. The president of the IOC, Thomas Bach, underscored
this at a press conference just before the opening of the Games:

The extra tens of billions of dollars [are] part of Russia’s long-term investment to turn the
area from a faded summer resort into a year-round destination and winter sports complex
for the whole country. … The Games are serving as the catalyst. (quoted in Wilson 2014)

The high total costs to the public as such would not be so much of a problem, if they
indeed led to revenues that would justify these outlays. But this is hardly realistic. Let us
assume that the $51 billion of capital costs would have to be financed by floating
Russian Government bonds. At 8.5 percent of current interest rates, just servicing the
debt would require a massive $4.4 billion profit per year. Each citizen of Sochi would
have to contribute $10,500 per year. Alternatively, Sochi would have to attract 4 million
additional tourists per year that each generate $1000 in taxes. Just servicing the debt
would consume much of the annual budget of Krasnodar Province (about $6 billion [181
billion rubles] in 2015). The cost of the Games is thus out of proportion to any potential
income – whether as tax revenue or employment – that could be gained from it.

Even private sector investment, which needs to accord a greater role to return-on-
investment, is struggling to become profitable, despite the provision of state-of-the-art
infrastructure by the Russian state. The owners of the ski resorts and of the Olympic
villages do not expect to recoup their investments (Fedorova 2014). Three factors play
an important role here. For one thing, their costs had been excessive because of the
expensive requirements of Olympic construction, for example, for security, accessibility,
and size. For another, the overcapacities due to excessive construction of hotels have
led to a drop in prices and thus revenues. Third, interest on loans is so high as to make
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it next to impossible to even service the debt. When the Russian Central Bank hiked
interest rates from 10.5 percent to 17 percent in December 2014, this exacerbated the
situation even more. Creditors had to give a grace period to Olympic debtors and the
regional government provided additional breaks on property taxes so as to avoid push-
ing debtors into default (Fedorova 2014; Kulchitskaya 2014).

Choosing Sochi as the host for the Games moreover did not happen at a particularly
auspicious time for maximizing the economic impact from public spending. In 2007,
the region was among the fastest growing in Russia, with hardly any unemployment
(Kommersant 2010). Although the spending acted as a stimulus during the economic
downturn after 2008, it would have created more additional output in other regions of
Russia. In addition, the sudden rise in demand for building materials and construction
labor precipitated a price rise and resulted in increased inflation. As a consequence,
construction workers, machinery, and other inputs had to be brought in from outside the
region, reducing the economic impact for Sochi itself. The $51 billion of capital
spending in a region of barely 400,000 inhabitants resulted in an extreme spatial
concentration of funds, with a spending of about $125,000 per inhabitant. At this level
of spending, the marginal utility of each additional dollar invested declines rapidly. A
more equal distribution of spending across Russia would have produced much higher
marginal utilities. Despite all this, the rhetoric of regional development attached to the
Sochi Games did not fail to produce an effect – 51 percent of the Russian population
regarded the Sochi Olympics as an economic boon, when questioned in a poll at the
end of 2014 (Vasilyeva 2015).

Effects of the Sochi Games on tourism

If the extent of spending for the Olympics in Sochi cannot be justified via the immediate
economic impact, one could still argue that the new roads, railways, hotels, and leisure
facilities help to attract more tourists. That is certainly the main line of argument of sup-
porters of the Olympic project (Sochi Legacy Report 2014), who expect an increase in
tourist arrivals of about 30 percent (Petrova 2014b). Once the prime Soviet spa resort,
Sochi languished after the collapse of the Soviet Union (Scharr, Steinicke, and Borsdorf
2011). In the 1990s, the majority of Russians did not have enough wealth to be able to
afford holidays, and when economic growth started to benefit more and more people
from the 2000s onwards, they preferred destinations in Egypt and Turkey, which offered
better value for money over the lackluster Soviet resorts of old. The Russian Government
saw the Winter Olympics as a lever to bring the accommodation and infrastructure stan-
dard up to par with the competitors abroad, particularly in Europe. So much so that the
new mountain resort of Krasnaya Polyana was built to even resemble, in somewhat
eclectic fashion, the imagined architectural style of a “European resort” (Trubina 2015b).
The high hopes seemed to be vindicated when hotel rooms in Krasnaya Polyana were
stretched to capacity during the New Year holidays of 2014/2015 (RIA Novosti 2015).

But the preparation for the Sochi mega-event has expanded room capacity by so
much that this has led to destructive competition for survival among hotels during much
of the year. When Sochi was awarded the Games in 2007, it had 31,000 rooms, of
which only about 1700 were classified according to the international star system
(Petrova 2014b). The construction added another 27,000 rooms, almost exclusively in
the three-star (about 13,500 rooms), four-star (about 10,000), and five-star (about 2100)
segments to satisfy accommodation requirements for the Olympic Games (Sochi Legacy
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Report 2014). The size of the total room inventory now puts Sochi in about the same
league as large resorts such as Cancún in Mexico (Puls et al. 2013).

To keep occupancy rates at the same level as before the Olympics, overnight stays
would have to double. Achieving such growth in the number of visitors is a tall order,
certainly in the short run, but looks difficult even in the long run. Hoteliers have been
complaining about Russians’ preference for cheaper hotels and B&Bs, which capture
about three-quarters of the market in Sochi (Fedorova 2014). This leaves the new
upmarket hotel capacity in Sochi fighting for a small share of the market. Due to the
seasonality of demand, most places struggled to reach a 50 percent occupancy rate, even
before the expansion of supply through the Olympics (Jones Lang Lasalle 2014). After
the Olympics, despite a 22 percent increase in tourist arrivals in the peak summer sea-
son in 2014, the occupancy rate was just about 40 percent, whereas it used to be at 70
percent to 90 percent (Aminov and Kiseleva 2015). During the off-season, occupancy
rates are as low as 8 percent, even for the new hotels (Weaver 2014).

Some hotels have responded to this situation by offering extensive discounts. As a
result of this intense competition and the depreciation of the ruble, Sochi is now one of
the cheapest international destinations for a luxury holiday. The new five-star Marriott
Hotel in Krasnaya Polyana, for example, offers rooms at 3000 rubles (about US$48 at
exchange rates of February 2015) during the off-season and for about double that during
the high season. The annexation of Crimea in March 2014 made the situation worse
since the beaches there are Sochi’s immediate competitors in summer tourism. With the
annexation, the Russian Government has started pouring money into subsidizing flights
to Crimea and getting the tourism industry up and running again to hasten integration
of the peninsula into Russia.

What works in Sochi’s favor, on the other hand, is the depreciation of the ruble. In
the 12 months after the Olympic Games, the ruble lost almost half of its value against
the US dollar and the Euro, which effectively doubled the cost of holidays abroad for
Russians. With the price competition among hotels, Sochi has now become good value
for money for holidaymakers and, with the addition of winter tourism, is likely to post
growth in tourist arrivals in the coming years.

Table 4. Overview of the four ski resorts in Krasnaya Polyana.

Roza Khutor
Gornaya
Karusel’ Laura

Alpika
service

Owner Interros (Vladimir
Potanin)

Sberbank Gazprom Gazprom

Length of
runs (km)

77 25 20 30

Highest
elevation

Roza Pik (2320 m) Black Pyramid
(2300 m)

1800 m Aibga
(2238 m)

Cable cars 18 12 14 7
Olympic
facilities

Alpine skiing,
snowboarding, freestyle

Ski jump Biathlon, cross-
country skiing

Bobsleigh

Rooms 1636 hotel rooms 1625 hotel
rooms

1413 hotel rooms n/a

1335 apartments

Sources: Alpika Service (2015), Gazprom (2015), Gornaya Karusel’ (2015), Roza Khutor (2015), Sochi
Legacy Report (2014).
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Sochi has also benefitted from Western sanctions against Russia and subsequent
Russian retaliation. At the end of 2014, a total of about 4 million government employ-
ees were banned from leaving the country, including staff from the Ministry of the Inte-
rior (1.3 million), the Ministry of Defense (2.0 million), and several other state agencies
in Russia. In total, almost 5 percent of the Russian population is not allowed to travel
abroad – a share unprecedented in post-Soviet history (Ryzhkov 2014). With the weak-
ness of the ruble, this led to a slump of between 20 percent and 50 percent in the num-
ber of bookings for holidays abroad in the summer of 2014 (Panin 2014). Some of
those forced to stay at home instead sought out Sochi (Weaver 2014), and many
Russians who would be allowed to travel, if they could still afford it, feel less comfort-
able going on holiday to a Europe that appears increasingly antagonistic. On the other
hand, however, this focus on the domestic market exacerbates the effects of seasonality,
which many international resorts manage to attenuate by attracting clientele from
different countries with staggered holiday periods.

The appeal of Sochi to European tourists, however, remains limited to ski enthusi-
asts. Its skiing areas are small by international standards, with trails barely reaching
80 km, as Table 4 shows, and the visa process makes it cumbersome to book a holiday.
Moreover, it is time-consuming to get to Sochi from anywhere outside Russia, because
almost all flights require a transfer in Moscow, thus taking one day of traveling each
way. It is thus unlikely that Sochi will be able to grab a sizable share from its competi-
tors in the international market, the most obvious one being Bulgaria; but it also does
not have to, given the vast size of its domestic market.

Besides overcapacity, Sochi suffers from a lack of coordination of the tourism offers.
The Olympic Park does not have a single management and so each venue owner acts
single-handedly when putting on events, which leads to conflicting claims over
resources. The problem is even more pronounced with the four ski resorts (Table 4 and
Figure 1). While Roza Khutor has a total ski run length of 77 km, the other three resorts
are not large enough to sustain more than one or two days’ worth of skiing. Linking
them up would create a much bigger resort and would have been advisable from the
start, but investors did not move on this in the pre-Olympic haste. Now, the owners lack
the capital to link the resorts, an investment thought to cost between 1200 and 1700
million rubles ($17 to 25 million at exchange rates of January 2015) – a small amount
considering the overall cost of the Olympics (Fedorova 2014).

Against this background, the administration in Sochi and actors from the tourism
business have asked the Russian Government for further funds to transform the facilities
from their current orientation toward Olympic requirements for normal operation. Oleg
Deripaska, owner of Basic Element, which, in turn, owns the airport and the Olympic
village, estimated that it would take about another 10–15 percent of the investment
made so far and two to three years to make Sochi ready as a holiday resort (Petrova
2014a). Apparently not content with the publicity afforded by the Olympics, Sochi
officials have also suggested another advertising campaign.

The Russian Government has declined all requests for further direct funding. During
a press conference in February 2014, Putin left no doubt that Sochi had had its fill of
subsidies:

Money is limited and just imagine that we now take money, say, from the Altai region to
invest it here, in Sochi, where we have already invested dozens of billions. … You can
hardly count on additional investment after the colossal resources that have flowed here.
(Interfax Russia 2014)
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The dire economic straits of debtors of state-guaranteed loans, however, make additional
subsidies likely so as to avoid outright defaults. In addition to the grace period and tax
breaks mentioned above, the Russian Government has been considering enacting a num-
ber of other measures that would provide indirect subsidies. Thus, authorities have
voiced plans to turn part of the Olympic development into a gambling zone to further
encourage tourism and to move state-sponsored events, such as summits or annual gen-
eral meetings of state-owned companies, to Sochi (Tovkaylo 2013). What is certain is
that without a sustained growth of tourist arrivals to double or triple the number of tour-
ists, or continued subsidies, tourism businesses will either be forced into bankruptcy or
operate at a loss.

Further use of the Olympic venues

While there is some chance that most of the hotel industry in the Sochi region will sur-
vive with the support of state largesse and growing tourist numbers, the prospect for the
venues is much bleaker. Most of the venues in the mountain cluster will be used as
training sites for future Olympic athletes (see Table 1), but the future for the six stadi-
ums and the main media center in the coastal cluster is uncertain. The initial, rather
vague, plan was to repurpose them for exhibitions and events like conventions, concerts,
and shows (Bidding Committee Sochi 2006). In 2011, it became clear that Sochi would
not be able to fill so much exhibition and event space, and organizers voiced plans to
dismantle the two smallest venues (the small hockey stadium and the curling arena) and
ship them to other Russian cities (Jones Lang Lasalle 2014). This, however, would have
cost more than the construction of the venues. While touted publically as one of the
beacons of a sustainable legacy of the Games, the owners quietly shelved plans to this
effect as the Games drew closer (Fedorova 2014).

The current after use of the Olympic Park and its venues is piecemeal. The Park
sees few tourists because of the absence of attractions and its remoteness relative to the
city center and the main beaches. The after use that exists is mostly not specific to
the purpose of the venues, i.e. it does not use the venues for what they were built. The
speed skating oval is now home to a tennis academy, the figure skating stadium might
become a velodrome, and the small hockey stadium is a sports center for children (see
Table 1). This partial or full decommissioning of venues and the changes in use have
also led a major part of the sustainability program for the mega-event ad absurdum.
Organizers hailed the implementation of sustainable building principles, following the
British BREEAM (Building Research Establishment Environmental Assessment
Methodology) standards, as one of the biggest achievements of a green Sochi Games
(Müller 2015a). It ensured that the venues in the coastal cluster conformed to the high-
est standards for the efficient use of resources such as electricity and water, and for the
reduction of waste. But as the venues are not operated as venues for the most part, they
fail to be sustainable in the first place.

Other after-use plans require significant investments. The Olympic Stadium, which
hosted just two events, the Opening and the Closing Ceremony, is undergoing recon-
struction for hosting several matches during the 2018 Football World Cup to be held in
Russia, but for that purpose, it will have to be expanded by another 5000 seats and con-
verted for an additional cost of 3.5 billion rubles ($52 million) (RIA Novosti 2014).
What will happen after the four to five matches of the World Cup have been played is
unclear since Sochi lacks a football club to fill a stadium of this size. The existing
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football stadium has just over 10,000 seats and has sold out only once in its entire
history (Nemtsov and Milov 2009).

High maintenance and operation costs also hamper the after use. Authorities initially
estimated the annual costs at about $233 million (7 billion rubles) (RBK Russia 2014),
but then revised this figure upwards to $399 million (12 billion rubles) (Volkov 2014).
This amount is equal to 6.5 percent of the budget of Krasnodar Krai, the post-Olympic
owner of most of the venues. It is hard to see how the revenues from the after use
would cover these costs, let alone recoup the construction costs for the venues. As a
consequence of both the excessive construction costs and the facilities operating at a
loss after the Games, the holding company of Krasnodar Krai is now facing bankruptcy
proceedings (Perova 2014).

The highest profile after use, however, adds another loss-making item to the bill –
the Grand Prix of Sochi. Every autumn from 2014 until at least 2020, Sochi will attract
65,000 spectators for three days of races. The Formula 1, however, is not an after use
sensu stricto since it does not make use of the venues, but merely features them as a
backdrop. The construction of the fenced racetrack and of a separate grandstand has
even hampered further use of the venues because it has made accessing them more diffi-
cult and has resulted in conflicts between the operators of the racetrack and those of the
venues (Fedorova 2014). The racetrack required an additional investment of RUB 11
billion (US$366 million) (Vorob’ev 2013) and incurs about $50 to $60 million in
operating costs each year, plus hosting fees paid to the Fédération Internationale de
l’Automobile (FIA) and in the order of $40 million annually. Commonly, the racetrack
operator recoups the hosting fee from ticket sales, whereas the remaining operating costs
have to be born, again, by the state (Sylt and Reid 2013). With global attention on
Sochi’s Grand Prix each year and the stadia a prominent background, questions about
the after use of the venues will linger. Russia will hardly be able to abandon
maintenance altogether – the cheapest option of all.

Sochi’s post-Olympic infrastructure

The preparation for the Olympic Games in Sochi started with a great promise: “All of
this is going to be used by millions and millions of citizens – even before the Games
and many years after” (Vladimir Putin, quoted in RIA Novosti 2007). One of the big
hopes attached to the Sochi Games was to increase people’s quality of life in exchange
for the years of disruption and construction they had to endure in the run-up to the
mega-event. And indeed much has been achieved on this count; Sochi now has bypass
roads that alleviate the traffic on its main thoroughfare and a fast road connection from
the coast to the mountains. With several new power stations, it also boasts a more reli-
able energy supply. The implementation of new standards of urban planning pushed
accessibility to the top of the agenda, with widespread level access for mobility-
impaired groups such as wheelchair users or people with strollers. Cycling and other
means of slow transport have received more attention and separate road spaces. These
improvements play to visions of a global modernity, a phenomenon that can be found
with other large infrastructure and city-building projects across the post-communist
countries (e.g. Collier 2011; Koch 2010) and, for the case of Sochi, is discussed at
length elsewhere (Alekseyeva 2014; Trubina 2015b).

However, the most ambitious and expensive project – and the most advertised one -
has not come off the ground. The railway connection from Sochi and the airport to the
mountains has not become, as its name lastochka suggests, a swallow, but rather a lame
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duck. Its first problem had to do with the routing, which turned the station at the airport
into a branch line, as is evident from Figure 1. This both thinned out service to the air-
port to a frequency of less than one train an hour, which made the train uncompetitive
vis-à-vis road transport, and also made it necessary to change trains if one wanted to
travel from the airport to the mountains. The schedule of trains, however, was not syn-
chronized, causing long waiting times for that journey. On top of this, the operator, Rus-
sian Railways, completely suspended the train service to the airport at the start of the
winter high season at the end of 2014. Even between Sochi and Krasnaya Polyana,
there operated just six train pairs a day, taking on average 45 min to cover the 48 km
from Adler to Krasnaya Polyana. In the low season, this frequency drops to three train
pairs per day.

This incisive reduction of service, virtually incapacitating the train line, is the conse-
quence of an unresolved dispute between the operator, Russian Railways, and the provin-
cial government. Regulation forces Russian Railways to operate the lines at a significant
loss, selling tickets from Sochi to Krasnaya Polyana for 112 rubles ($3.72) instead of
1200 rubles ($39.90), which would cover operating costs. The provincial government has
been unwilling to compensate for that loss because it is waiting for reimbursement from
the federal government, so Russian Railways has cut back the service offered (Vorob’ev
2014). The upshot of this conflict is a new $10 billion road–railway connection – with
the highest per-kilometer cost for rail construction worldwide – where the branch to the
airport is completely abandoned and the main line sees just six trains per day in each
direction. This failure to utilize the new transport links diverges from international
experience with mega-event infrastructure construction. While the underutilization of
Olympic venues is common, transport infrastructure usually manages to escape the fate
of becoming a white elephant (Bovy 2010; Kassens-Noor 2012).

Even with the smaller projects, which have generally been more successful in living
up to their intended purpose, what was achieved was much less than what could have
been achieved, had it not been for the pressure of the Olympics. One key concern is
that projects worth about 7.5 billion rubles (US$250 million) were planned but never
finished. The city incurred expenses for their planning and design, but the projects were
never carried out. With companies that worked for the Olympics moving away from
Sochi, the city’s tax revenue and total budget are projected to decline in the coming
years, which makes finishing the projects even more unlikely (Lavrova 2014). As a city
official commented, “There is no money for the further development of the city”
(quoted in Lavrova 2014).

Another concern is the poor standard of what has been built. Rushed to completion
during the final months or weeks before the Games, infrastructure often did not meet the
quality standards or was commissioned without due inspection. Taking advantage of the
time pressure, subcontractors had an incentive to build the objects to work for the event,

Table 5. Estimation of future costs of Sochi Olympic venues and tourist infrastructure.

Cost per year [$million]

Venue operation and maintenance 399
Formula 1 operation 55
Tax break for owners of Olympic infrastructure 133
Moratorium on interest on mortgages 632
Total 1219

Sources: Kulchitskaya (2014), Sylt and Reid (2013), Tovkaylo (2013), Volkov (2014).
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but to save money on making them last. Roads, for example, were not built with adequate
protection against flooding, and the cargo port was not able to withstand an extreme
weather event (BBC 2014). As a result of this haste, maintenance costs are likely to esca-
late down the road, as objects break down and need early maintenance due to accelerated
wear and tear, presenting a further drain on the city budget. Residents of Sochi got a first
taste of this as elevators, built to make train stations or pedestrian overpasses accessible,
were switched off after the Paralympic Games (Serebryannikov 2015).

The oversized and expensive infrastructure and the dire economic situation of many
investors will thus require funding for years to come. Table 5 lists an overview of
expenses and foregone interest that the government has already announced, including the
costs for the maintenance and operation of Olympic venues, the operation of Formula 1,
tax breaks for owners of Olympic infrastructure, and the moratorium on interests owed
for mortgages with VneshEconombank. Future event-induced costs add up to more than
$1.2 billion per year, of which $400 million are for maintenance and more than $750
million for foregone revenue. This is not counting the cost of other measures, such as
moving state-sponsored events to Sochi, which is a net loss somewhere else in Russia.

Image of Russia and the event

One of the major goals of the Sochi Olympics was to project an image of a new Russia to
the outside world – a Russia that would live up to the slogan of the Olympics: “Hot. Cool.
Yours.” The slogan encapsulates an appeal to the hedonistic individual – fun-loving,
recreation oriented – and seeks to do away with the prevailing global image of Russia as a
bête noire in world politics and a cold place with low customer-orientation and unfriendly
people as portrayed in global travel imaginaries. Thus, a report from the World Economic
Forum placed Russia on rank 138 out of 140 as one of the least welcoming tourist destina-
tions in the world (Blanke and Chiesa 2013). The Sochi Olympics were meant to tackle
this predicament and to attract more tourists to the city and the country.

Gaining international recognition for Russia was one of the principal driving forces
of Sochi 2014. As Putin put it, the Sochi Games are “without doubt a recognition of the
achievements of Russia, not only in sports, and they are certainly a general judgment of
our country” (quoted in RIA Novosti 2007). Harnessing mega-events for international
communication is common across emerging countries hosting mega-events, whether it is
China, India, South Africa, or Brazil. The aim is “to showcase economic achievements,
to signal diplomatic stature or to project … soft power” (Cornelissen 2010, 3008). In
Russia specifically, the Olympic Games became tied up with Russia’s project to regain
recognition as a great power (Alekseyeva 2014; Persson and Petersson 2014).

The goal of improving Russia’s global image, however, never advanced beyond
mere rhetoric. It already faced strong headwind during the preparation for the Games
(Arnold and Foxall 2014; Gronskaya and Makarychev 2014), when critical reports about
corruption and delays started to spread in the international media (e.g. Gibson 2013;
Myers 2014; The Economist 2013), and even an IOC member publicly denounced the
corruption in the preparation for the event (The Guardian 2014).

Critical international media also shone a spotlight on the Circassian question sur-
rounding the Olympic Games, although this theme was much less prominent than that
of corruption. The Circassians, an ethnic group from the North Caucasus, had launched
a campaign that drew attention to the silenced Circassian history of the Sochi area and
the violent Russian conquest of the Caucasus, which ended just 150 years prior to the
Games, in 1864. The last decisive battles took place around Sochi, and the Russian
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Empire deported many Circassians through the port of Sochi, creating a large diaspora.
Although many of the place names for the Olympics are Circassian – the name “Sochi”
itself and the name of the Olympic Stadium “Fisht,” the organizers avoided the Circas-
sian question during the preparation for the Olympics (Zhemukhov 2009).

The passing of legislation “against the propaganda of non-traditional sexual orienta-
tion to minors” in June 2013, a piece of legislation that received little attention within
Russia, produced the loudest and most consequential international uproar (Lenskyj
2014). It occasioned the boycott of the Olympics by the leaders of European states, such

Figure 2. Favorable attitudes toward Russia in selected countries, 2007–2014.
Source: Pew Research Center (2014).

Figure 3. Domestic approval (national and local) of hosting the Sochi 2014 Winter Olympic
Games in Russia.
Sources: Fond Obshchestvennoe Mnenie (2013), Müller (2012), Bidding Committee Sochi (2006),
Vetitnev and Bobina (2014).
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as the German president Joachim Gauck, and prompted others, such as the US, to
include openly gay members in their delegations to the Olympic Games as a sign of
protest. If that was not enough, the annexation of Crimea and subsequent support of
rebel forces in Eastern Ukraine (Biersack and O’Lear 2014; Dunn and Bobick 2014)
destroyed any ambition of changing Russia’s image in the world or shoring up its soft
power credentials.

Even during the preparation for the Sochi Olympics, global attitudes toward Russia
had become less positive in most parts of the world. While rising until about 2010,
between 2011 and 2013, the share of people having favorable views of Russia declined
in many countries in the West but also in the emerging world, the closer the Olympic
Games drew. The dynamics of these views for the US and Germany as two major Wes-
tern powers and China and Brazil as two major emerging economies are charted in Fig-
ure 2. With the intervention in Ukraine in 2014, views deteriorated considerably for the
US, Germany, and Brazil, as well as for Europe and the Americas more generally (data
not shown, but contained in Pew Research Center 2014). China, by contrast, is one of
the few countries that started to look more favorably on Russia, tying in with a general
warming of relations between the two countries at the political level in the aftermath of
the events in Ukraine. For most other countries, however, whatever gains in global
approval and recognition the Sochi Olympics may have secured for Russia were
eventually wiped out by its role as an aggressor vis-à-vis Ukraine.

Domestically, public opinion toward the mega-event was lukewarm, with a strong
rift running between the Russian population as a whole and local residents. Russians in
general showed moderately high levels of approval throughout the preparation period,
hovering between 61 percent and 76 percent, with a slight decline as the event came
nearer (see Figure 3). This figure is somewhat lower than in other host nations of mega-
events, where the mean rate of approval during the preparation period was 82.4 percent
(Preuss and Solberg 2006).

The picture is rather different for residents of Sochi. Public opinion started out more
enthusiastic than in Russia as a whole in 2006, with 86 percent supporting the event, but
then plummeted, declining to 57 percent in 2010 and then 40 percent at the end of 2013,
just before the Games. By that time, the share of local residents opposed to the Games had
become as large as those in favor. Both in 2010 and in 2013, a majority saw the negative
impacts from Olympic development overshadow the positive ones (Müller 2012; Vetitnev
and Bobina 2014). This result may have to do with the prolonged disruptions the extensive
construction program meant for people in Sochi, turning the whole region into a construc-
tion site for several years. It would be important to repeat studies of public opinion several
years after the Games to see if opinion changes in retrospect. Yet, at least before the
Games, the local population remained unconvinced that the Olympics were going to have
a positive effect on the region, not seeing the value of a regional development program
unprecedented in the history of post-Soviet Russia.

Conclusion

Russia intended the Sochi Games to achieve two things: to facilitate a big push develop-
ment of the region into a global, year-round holiday resort and to show to the world
and its own population alike the face of a new, modern Russia. Yet, the results were
sobering. As the opening ceremony approached, both international opinion toward Rus-
sia and domestic attitudes toward the Games deteriorated, instead of improving. The
main legacy of the Games is oversized infrastructure at inflated prices paid for almost
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exclusively by the public. While this applies to many mega-events elsewhere, also and
particularly in emerging economies (Gaffney 2010; Maharaj 2011), the extent of
underutilization and the expenditure for the infrastructure in Russia are unparalleled. As
if the $55 billion of total costs were not enough, the government will have to subsidize
the operation and maintenance of venues, tourist, and transport infrastructures in the
order of $1.2 billion per year for the foreseeable future.

If the main goal was to upgrade the infrastructural base of Sochi, the federal target
program, as initially envisioned, would have achieved the same or better results at a
much lower cost. To be sure, many cities use mega-events as catalysts and self-induced
shocks to break political deadlocks and leverage infrastructure projects that would not
happen otherwise (Grabher and Thiel 2014; Kassens-Noor 2012). In Russia’s hierarchi-
cal political structure, however, the federal target program would have faced little
opposition and could have been implemented even without using the event as an
accelerator. One could argue, of course, that the preparation for the Olympics in Sochi
also served the neopatrimonial purpose of allocating rents and resources to political
allies in exchange for past and future loyalty (Orttung and Zhemukhov 2014; Trubina
2015a). But this would also have been true for the federal target program, which would
likely have resulted in a more efficient allocation of resources by comparison. Allocat-
ing resources in a reasonably efficient way is crucial even for neopatrimonial regimes,
for rents need to be created before they can be distributed, and the natural resource
sector can only create so much wealth. The, at least rhetorical, importance of
modernization in Russian policy recognizes as much.

Yet, “after the game is before the game,” as German football legend Sepp Herberger
liked to quip. Even after the Olympic Games, neither the mega-event chapter nor the
Sochi chapter are closed for Russia. In 2018, Russia will host the Football World Cup,
and despite the intention to reform the planning and management process, costs, cost
overruns, and oversized stadia are already a concern (Müller 2015b). Sochi, for its part,
will play host to the Formula 1 until at least 2020 and to several matches of the
Football World Cup in 2018. This, and continued subsidies to Olympic venues and
infrastructure, will mean that federal monies will flow to the region for the years to
come. With a recession of 4.5 percent of GDP forecast for 2015 and Crimea as another
major drain on the federal budget, excesses of the kind that Sochi presents will become
more difficult to fund and justify vis-à-vis the public.
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Notes
1. For conversion from rubles (RUB) into US dollars (USD), the average exchange rate from

the date of awarding the Winter Olympics (4 July 2007) to their conclusion (23 February
2014) is used for all conversions in this paper, except where indicated otherwise. This rate is
US$1 for RUB 30.08. This method smooths out exchange rate fluctuations. In all cases, the
original ruble values are also reported to allow readers to apply different exchange rates.
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2. It is likely that the actual cost of security was still higher since the $1.92 billion (RUB 57.8
billion), reported in 2011, referred to just 40,000 personnel, whereas there were eventually
more than 70,000 at the Games (Nikol’skiy 2014). The estimate in this paper thus is a mini-
mum threshold, but no numbers have been confirmed, so this paper will apply this conserva-
tive estimate.

3. For making costs comparable among different Olympic Games, they were converted from
Russian rubles (RUB), incurred during the preparation from 2007 to 2014, to US dollars for
the base year of 2009. For this purpose, the costs in rubles were first inflated or deflated from
the year in which they were incurred to 2009, using World Bank GDP deflators for Russia.
They were then converted to US dollars using the average exchange rate for 2009 (US
$1 = RUB 31.74). This methodology follows Flyvbjerg and Stewart (2012) for comparison.

4. This figure depends heavily, however, on what other venues were chosen for reference, what
costs were included, and how costs were made comparable – information that the report does
not disclose.
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