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Preface to the Second Edition

It’s been an active year for the Olympics and the World Cup since the publication of the hardback edition of this book: an ugly scandal broke out at FIFA; the IOC passed its Agenda 2020 reform program; Rio stuttered its way toward the 2016 Olympics; Tokyo threw out its $2.5 billion plans for a new Olympic Stadium; Boston bidders bumbled their way to extinction; and the Russian government seems to have engaged in a massive cover-up and bribery scheme to promote extensive doping among its track-and-field athletes.

The first edition of Circus Maximus was published shortly after the U.S. Olympic Committee chose Boston to represent the United States in the international competition to host the 2024 Summer Games. Living in Massachusetts, I was immediately insinuated into the public discussion on the desirability of Boston hosting the Olympics: writing op-eds in the Boston Globe, giving public lectures, appearing on radio and television talk shows, testifying before the Boston Finance Committee, the NAACP executive committee, and the state senate, working with Chris Dempsey at No Boston Olympics, receiving a request from Boston 2024 to work with it, debating Steve Pagliuca and Dan Doctoroff on prime time television, and more. Mostly it was stimulating, edifying, and fun, though I got called a few names along the way—which I came to appreciate as badges of honor.

This paperback edition contains a postscript that discusses the Boston bid at greater length along with other salient events surrounding the World Cup and Olympics over the past twelve months. The text from the first edition is also updated and expanded.

Special thanks to Chris Dempsey from No Boston Olympics with whom I have had numerous conversations about the follies of Boston 2024 over the past year and to Jim Braude and Margery Eagan who have asked me all the tough questions. Thanks too to Andy Larkin, Enno Gerdes, Liam Kerr, Kelly Gossett, Lisa Genasci, Ted Cartselos, Dan Gardner, Stan Rosenberg, Bill Straus, Elizabeth Warren, John Henry, Malcolm McNee, Arthur MacEwan, Doug Rubin, and Peter Kwass for their conversations and insights. Bill Finan and Valentina Kalk at Brookings Institution Press have been supportive and an utter delight. Finally, big gratitude and love as always go to Shelley, Alex, Ella, Jeff, and Mike for being so supportive and interested in my work.




Preface to the First Edition

When I received a call from Gerry Schoenfeld, chairman of the Shubert Organization, Broadway’s oldest show producer, in 2003, I had been working in the field of sports economics for over a decade. Some of my work had explored the economic impact of sports teams on cities.1 Independent scholarly investigation was virtually unanimous: stadiums and teams could not be expected to have a positive impact on a city’s employment or output. Part of this conclusion rested on the fact that most of the money fans spent at an arena or stadium was leisure budget money that they would otherwise spend at other entertainment venues within the city. Hence, spectator sport spending substituted for spending elsewhere in the local economy.

It seemed plausible that mega-sporting events (such as the Olympics, World Cup, or Super Bowl) would have a more positive impact. After all, a large share of the attendees came from out of the area or out of the country. They must be bringing new money, rather than recycled money, to town. Moreover, cities and countries were clamoring to host these events.

As it turns out, the substitution effect operates in a different way with mega-events, but it is still operative. Other factors as well conspire to render mega-events a dubious instrument to promote the local economy—except in special cases, with certain preconditions, and with very effective planning and implementation.

I wasn’t fully aware of the lay of the mega-eventland when Gerry Schoenfeld called in 2003. I did know that it was two years after the events of September 11, 2001, and that New York City had an urge to rebuild. Under the leadership of Dan Doctoroff, the city’s deputy mayor for economic development under Mayor Michael Bloomberg, and with the support of the city’s major construction companies and unions, a committee had already formed to bid for the right to host the 2012 Summer Olympic Games.

Schoenfeld and the Shubert Organization didn’t like the Olympic plan. In part, they thought it was a waste of the city’s thin financial resources and not the most rational way to use its scarce land, but in larger part they were concerned with the impact that hosting the Games would have on Broadway. The keystone of the city’s plan was a new Olympic stadium, to be built on land bounded by 31st and 33rd Streets and 10th and 11th Avenues. This six-square-block area houses the open train yards for the Long Island Railroad. Building an Olympic stadium on top of these yards would have first required putting a concrete slab over the yards. This six-square-block concrete slab alone would have cost an estimated $400 million (the construction of the stadium itself would have been an additional half billion dollars or more). The stadium would have had heavy use for the seventeen days of the Games, and then, after some costly refitting renovations, it would have served as the home field for the NFL’s New York Jets. The Jets would have played ten home games there each year (including two exhibition games). There may also have been a few concerts and a perhaps a college football game, but it is not likely that the stadium would have been in use more than fifteen days a year. The slab and the stadium would have been paid for by the taxpayers.

I may not have fully understood mega-event economics at the time, but it was obvious to me that once a concrete slab covered six square blocks on the west side of mid-Manhattan overlooking the Hudson River, it would be one of the most valuable pieces of real estate in the country, if not the world. Using it for fewer than 5 percent of the days of the year made no sense whatsoever.

And it made even less sense to the Shubert Organization. The stadium would have been a few blocks away from Broadway’s theaters. The Jets play most of their home games on Sunday afternoons—that’s major traffic jamming the streets for Sunday matinees. A few evening contests wouldn’t help either. If public funds were to be employed to spiff up mid-Manhattan entertainment options, the Shubert Organization wanted to ask, how about some money to help maintain and renovate Manhattan’s most venerable entertainment, the theaters of Broadway?

Schoenfeld wanted me to do some economic analysis, some writing, and some public speaking. I gave myself a crash course in Olympic economics and decided that Dan Doctoroff was pushing an unrealistic plan. Fortunately for New York City, the International Olympic Committee (IOC) agreed. In 2005 the IOC announced its choice of London to host the 2012 Summer Games.

In the years that followed, I continued to study the economics of mega-events and was asked to consult for a few cities as they contemplated bidding and hosting. In 2012 I edited a book with the German economist and Olympic gold medalist Wolfgang Maennig, the International Handbook on the Economics of Mega Sporting Events, which provided a more academic, discursive, and technical treatment of the subject.

In February 2013, the United States Olympic Committee (USOC) sent out a letter to fifty U.S. cities inviting them to bid to host the 2024 Summer Olympic Games. Boston was one of the cities to receive the invitation. It was not until several months later, however, that Mitt Romney suggested to Massachusetts governor Deval Patrick that Boston bid to be the host city. Patrick took the matter to the state legislature, which in turn appropriated funds for a study to be performed by a ten-member commission to be appointed by the governor.

After passing the appropriation, Massachusetts state senator and majority leader Stan Rosenberg e-mailed me to ask if I would be interested in serving on the commission. I responded affirmatively, depending on the timing and volume of the work involved. Senator Rosenberg thanked me and asked me to send him a résumé. He then sent my résumé with a cover letter to Deval Patrick, urging my appointment to the commission. Apparently, a similar interaction occurred between Victor Matheson, an economist at College of the Holy Cross in Worcester, Massachusetts, and an expert on mega-event economics, and another state legislator. I also pointed out to Senator Rosenberg that Judith Grant Long, a well-respected expert on the effect of the Olympics and other sports mega-events on urban economies, taught at Harvard University.

As it turned out, Governor Patrick did not appoint any of us to the commission. Instead, he appointed several executives, largely from the hospitality and construction industries—the latter industry having the most to gain if Boston were to host the Games. After several months the commission concluded that the matter warranted further study. While neither the state legislature nor the Boston city council voted to endorse the city’s Olympic bid, the USOC selected Boston as the U.S. representative in the international competition to host the 2024 Olympics.

With Governor Patrick’s maneuver, my cynicism about our political process and what interests it serves reached an all-time high. Perhaps you can’t fool all the people all the time, but many politicians certainly seemed to be trying. I decided it was time to take a cold, hard look at the economics of hosting the Olympics and World Cup that would be accessible to noneconomists. That is what I have set out to do with this book.

The book’s title, Circus Maximus, refers to an ancient Roman chariot racing stadium and mass entertainment venue. The word “circus” today refers either to the traveling show of animals, high-wire acts, and clowns or, metaphorically, to a chaotic and busy situation. “Maximus,” of course, means greatest or largest. I don’t think there are better terms to describe what the Olympics and World Cup represented in 2014.

The New York Times editorial board member Serge Schmemann has referred to the World Cup as “the battle for global primacy in what Americans insist upon calling soccer.” As an American and an avid New York Times reader, I cannot make a liar out of Mr. Schmemann. Throughout this book I use the word “soccer” to denote “Association Football,” to give the game its full title.2 While “football” is the more common term used in the United Kingdom and most of the world, so as not to confuse it with American football, I demur. It is sometimes thought that the word “soccer” is an American invention for precisely this reason, but that is not the case. According to the Oxford English Dictionary, the first recorded use of the word “soccer” was in 1889 by an English writer (although using a variant spelling, “socca”). The word has been commonplace in England and elsewhere ever since. It is thought to be an abbreviation of “association,” used originally to distinguish it from the game of “rugby football,” also popular in England.3 The Fédération Internationale de Football Association, or FIFA, is the governing body for international play in this arena.

I am indebted to many people who have assisted and supported me in researching and writing this book. First, I thank my colleagues Victor Matheson and Rob Baade. Initially our plan was to write jointly, but scheduling conflicts got in the way. We have discussed and shared a lot with each other. Second, I have learned much from the many colleagues I have worked with over the years on related projects, including Wolfgang Maennig, Roger Noll, John Siegfried, Allen Sanderson, Brad Humphreys, Dennis Coates, and Stefan Szymanski. Third, several individuals were directly useful in sharing materials and their expertise and time with me: Luis Fernandes, Gavin Poynter, Paulo Esteves, Fernan Brunet, Ricardo Guerra, Don Fehr, Denis Oswald, Anita DeFrantz, Michael Leeds, Nancy Hogshead-Makar, Anne Power, Martin Church, Derek Shearer, David Goldblatt, Jules Boykoff, David Eades, Judith Grant Long, Sunil Gulati, James Easton, Phil Porter, Martin Müller, and Chris Gaffney. Finally, big gratitude and love to my family, Shelley, Alex, Ella, and Jeff and Mike for supporting me throughout.
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