
Running the risk

London 2012 promises to be, like every successive

Olympics, ‘the best games ever’…but what political and

administrative pitfalls lie ahead for the governance of

Olympic risk? Within 24 hours of the IOC vote to award the

2012 games to London, an attack on the London transport

system by four suicide bombers provided an unmistakable

reminder of the vulnerability of this type of mega-event to

external threats and contingencies. For the biggest event in

the world, the potential hazards and uncertainties are as pro-

nounced as the prospective rewards. The development of the

modern Olympics has produced a global industry of risk

assessment and risk management – with London 2012 only

the most recent instalment.

Risk is now ubiquitous in both the selection of host cities and

the organisation of the Games. However, the criticality of ‘risk’

to the modern Olympic movement must be understood in the

context of over a century of Olympic history, through which

risk has been discovered and construed through the glories or

ignominies of past Games. It is also a consequence of a

relentless growth in the scale and complexity of the Olympic

leviathan – and its global profile – combined with risks affect-

ing the international political economy and administration of

modern sport.

Even the earliest Olympics of the modern era (Athens 1896,

Paris 1900, St Louis 1904) were afflicted by difficulties with

organisation and worldwide representation. However, a num-

ber of seminal events have provided defining images in the

emergence of versions of Olympic risk. The threat of terrorism

was notoriously exposed at Munich 1972, when a group of

Israeli athletes were kidnapped and murdered by Palestinian

terrorists. Throughout history, the Olympics has been subject to

geopolitical risk – interrupted by World Wars in 1916, 1940

and 1944, exploited by Hitler in 1936, disrupted by anti-

apartheid boycotts by African nations in the 1960s and 1970s,

and Cold War boycotts by the USA and USSR in 1980 and

1984 respectively. Most of the time, the IOC walks a diplomatic

tightrope, as a symbolic venue for wider geopolitical conflicts.

Financial risks associated with hosting the Games were

demonstrated by Montréal 1976. In a moment of hubris,

Montréal Mayor Jean Drapeau declared: “The Olympics can no

more have a deficit than a man can have a baby.” Montreal

proceeded to incur a budget deficit of over US$1bn. Over the

past 30 years, staging costs have varied, but typically, the final

figures have far outreached initial estimates. Total costs for

Athens 2004 escalated from £3.2bn to £6.3bn.

However, perhaps the nadir of modern Olympic risk was

Atlanta 1996. Overshadowed by the bombing of Centennial

Park, which left two dead and over 100 injured, haunted by

transport and logistical problems, and tainted by over com-

mercialisation (notably fierce ambush marketing), it provoked

the IOC to vow ‘never again’. Significantly, in the development

of the Olympic movement, collective memory has informed a

learned, and adaptive, conception of risk.

It is therefore unsurprising that the rhetoric of risk, and risk

management, has become so popular in the Olympic industry.

For London 2012, risk is already an organising concept in the

practice of Olympic politics and administration. Indeed, the

IOC selection process was a self-confessed exercise in risk

assessment. The IOC’s Evaluation Commission described its

task as ‘a technical and fact-finding one: to verify the infor-

mation stated in the candidature file, to determine whether

proposed plans are feasible and to make a qualitative assess-

ment of risk’. Indeed, Lord Coe’s transformation of the London

bid was founded upon effective communication of the

resilience of the bid. The first round IOC Evaluation Report, in

March 2004, had described the London transport system as

‘obsolete’ and highlighted doubts over existing levels of public

and political support in the UK. The second round submission

– and subsequent lobbying – dispelled perceived risks

attached to a London Games. Its victory in the final IOC round

of voting owed much to this turnaround of affairs.

The political realities of lobbying and vote trading mean that

it is difficult to assess the actual attention to ‘risk’ by IOC del-

egates in the final vote. Nonetheless, the rhetoric of risk

assessment is illustrative of how the notion of risk is pervasive

in the modern Olympic movement. The IOC is driven by pro-

tection and promotion of the Olympic brand. Its official

symbol, the five Olympic rings, is the most widely recognised
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image in the world – identified by 90% of the world’s popula-

tion, exceeding even mega-brands such as McDonald’s or

Coca-Cola. The IOC proactively manages its reputational risk

through protection of the logo and regulation of any com-

mercial use of Olympic words by unaffiliated companies –

with the support of legislation by host governments.

Heightened media spectacle and the symbolic status of the

Olympic Games mean that, when everything can go wrong,

everything is a reputational risk. It is therefore unsurprising

that there is risk management of everything Olympic.

If risk assessment is archetypal of the IOC, it is also a priority

for candidate cities. London 2012 is no exception to this gen-

eralisation. In 2002, a ‘Stakeholders Group’ for London 2012 –

consisting of the Government, Mayor of London, and British

Olympic Association (BOA) – commissioned an independent

report by ARUP/Insignia Richard Ellis on the practical feasibil-

ity of staging the Olympics. The report included a provision in

the budget of £109m for ‘risk’. It is perhaps revealing that this

provision is not really risk at all. Rather, it represents a conser-

vative projection that ‘all bidding and staging costs will be 5%

higher than estimated, and that capital costs will be 30-50%

higher than estimated’. Other, less quantifiable, risks identified

as inevitable by the report – attached to security, transport,

construction, and most other things Olympic – were to inform

‘the decision whether or not to bid’, and also to be ‘set against

the opportunities to avoid or mitigate risk through manage-

ment, anticipation, and planning’. That qualification suggests

that this initial risk assessment performed a primarily symbolic

task for the London bid. In fact, this claim to the future ‘man-

agement’ of risk appears to be an implicit response and

admission of the unquantifiable character of Olympic risk.

There is evidence that the politics of uncertainty has perme-

ated the Olympic movement, with a rise to prominence of

Olympic risk management since 1996. It is, however, not just

victim to a prevailing vogue for the risk management of

everything. In fact, experience of Olympic ‘risk’ has validated

and reinforced global understanding of the core narrative of

the wider risk industry. That contends that risk is ubiquitous

and demands management. The Olympic movement has been

conscious of ‘known unknowns’ for many years. For London

2012, there are a number of spheres of risk management. The

risk industry itself is publicly active in the provision of outside

commentary and analysis on Olympic risk. Before Athens

2004, the many prophecies of risk analysts included security

and natural disasters. Even ahead of the IOC vote in July 2005,

industry reports were promoting risk management of London

2012 – warning UK firms that ‘with increased opportunity

comes risk’.

Of course, it is not a secret that London 2012 faces a series of

high profile contingencies related to security, construction,

finance and infrastructure that invite management. The IOC,

organising committee (LOCOG), and government are already

developing an array of both formal and informal strategies

that can be labelled as ‘risk management’. In this, the leading

strands are directly informed by experiences from Atlanta

1996, Sydney 2000 and Athens 2004, as well as by the con-

temporary history of British policy fiascos. Indeed, there is

evidence of the transfer of risk management practices

between Olympics. Because of the exceptional nature of the

Games, experience, expertise and capacity for organisation of

this mega-event are confined to a select number of global

firms. The market in Olympic risk is something of a closed

shop, with general continuity in association of partner firms

and deployment of an elite coterie of IOC approved consult-

ants. For government, the London Olympics Act 2005 presents

an initial legislative response to risk through statutory provi-

sions and the creation of specific institutional capabilities.
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Which risks are of paramount importance to the organisers of

London 2012?

Security and geopolitics
To some extent, the risk management of London 2012 is

dependent upon unpredictable geopolitical and socio-envi-

ronmental developments over the next six years. If one week

is a long time in politics, six years is an eternity for Olympic

organisers. Consider that, since Sydney 2000, the Olympic

movement has been forced to adjust to ‘new’ risks presented

by al-Qaeda, revived instability in the Middle East, increased

uncertainty in international financial and commodity mar-

kets, the potential spread of avian flu, plus anxiety over the

reaching of tipping-point in environmental change. For

Athens 2004, the IOC purchased US$170m of cancellation

insurance for protection against acts of terrorism or natural

disaster. Unlike host cities, the IOC has no sovereign govern-

ment support upon which to fall back. It is likely that

insurance will be retained for Beijing 2008 and London 2012.

Jacques Rogge, IOC President, explained: “Taking out a policy

to manage the risk associated with one’s core business is

standard, prudent behaviour for any modern organisation.”

Since September 11th, costs involved in providing security for

the Games appear to have escalated. These were reported as

nearly €1bn for Athens 2004 – five times more than Sydney

2000. Significantly, the management of security risk is

dependent upon the defence capacity of the host nation –

although Greece also enlisted support from NATO. In Britain,

Olympic security is already under the control of a Cabinet

committee chaired by the Home Secretary. The rise of risk

management throughout the Olympic movement is inter-

linked with this increasing securitisation of the Games.

Construction and infrastructure

Established by the London Olympics Act 2005, the Olympic

Delivery Authority (ODA) is to co-ordinate development of

venues, land and transport infrastructure/systems, and provide

a focus for timely implementation of the London blueprint.

The travails of last minute completion threatened by Athens

2004 have caused the IOC to impose a ‘master schedule’, regu-

larly supervised by the IOC Coordination Commission, upon

the organisers. There is support for risk management within

HM Treasury from the Office of Government Commerce (OCG).

In fact, London has a comparatively low risk exposure in the

construction of its venues, since 60% of these already exist.

There remains a semblance of risk, with the remaining 40%

having staggered start and completion dates. Indeed, work on

the £250m Olympic stadium will not begin until 2008. The

Wembley Stadium affair illustrates the danger of cost over-

runs and delays. Confronted with a fixed deadline of 27th July

2012, this time, the opening ceremony cannot be held at the

Millennium Stadium. There are also cautionary tales to be

noted from the substantial research literature documenting

the uncontrolled cost inflation associated with many ‘mega

projects’. Yet, contrarily, if government decides to aggressively

transfer risk to private contractors through penalties and fixed

cost ceilings, completion of projects may be endangered. After

all, an expensive stadium is preferable to the organisers than

an unfinished one.
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Finance and public accounting
How much will London 2012 cost the British Government and

taxpayer? It is conceivable, we will never know or, at least,

agree. Financial risk and the politics of public accounting are

likely to become matters of contention as 2012 approaches.

Past research finds that pre-event economic studies often use

inflated multiplier effects for analysis of stimulation of eco-

nomic growth associated with hosting the Games (see

Matheson and Baade, 2002). Moreover, precise measurement

of the cost of London 2012 is an interpretative business. For

example, like most Olympics, London 2012’s proposed budget

provision for around £2bn does not include government’s

capital expenditure on transport, infrastructure and venues of

nearly £10bn. It is argued that these projects are due to be

constructed regardless of the staging of the Games (this has

recently been promoted in the application process by the IOC).

Yet, it is impossible to prove which venues, regeneration proj-

ects or transport links would have been constructed and

delivered in the absence of the Olympic inducement. This

question of ‘additionality’ contributes to the politicisation of

financial risk. However, perhaps the most critical source of

Olympic income is that derived from licensing and sponsor-

ship. It is a formal expectation of the IOC that host nations

will act to protect sponsors and licensees. The London

Olympics Act 2005 provides a legislative basis for the regula-

tion of advertising and trading, aimed to prevent ‘ambush

marketing’. This directly imitates the strategy of Sydney 2000,

itself implemented in response to the problems that were

experienced in Atlanta in 1996.

It is instructive that public opinion research is now an 

important element of the IOC bid assessment. Use of this

assessment component is recognition of the criticality of pub-

lic support to successful implementation. London 2012 was

not a front-runner as far as this local popularity contest was

concerned, ahead only of New York in the second stage 

evaluation. However, for government and organisers, there

remains political risk in the conditionality and contingency of

public opinion. Presently, when faced with an estimated cost

of £1.8bn, to be recouped by a successful Olympics, some 65%

of the public supported the proposition that London 2012 is

‘worth the financial risk’ (YouGov/Evening Standard, ‘The

Olympics in London’, 6-9th December 2002). It remains uncer-

tain, however, precisely how fickle public support could be

when the bulldozers move in and the Council Tax bills arrive

in Londoners’ mailboxes. It is worth noting that, in November

1996. opinion research identified public backing for a pro-

posed Millennium Exhibition in Greenwich – only for this

projet de grandeur to end as the widely maligned Millennium

Dome. Because management of Olympic risk is performed in

the spotlight of the public eye, sensitivity of policy-makers to

reputational effects is especially acute.

The apparent ubiquity of Olympic risk is an inevitable 

symptom of increasing complexity of the physical and

organisational architecture of modern Olympic Games.

London 2012 is no different in this regard. Risk casts its

shadow through the potential contingency of public sup-

port – and financial, logistical, political and reputational

risks attached for government and organisers. There is no

reason to think that this should not be ‘the best games

ever’. However, it may also be the riskiest yet. 
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