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Political Arena: Russia's Costly Football
World Cup Preparations

Corruption, delays and shoddy workmanship have undermined World
Cup project finances.
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What St. Petersburg really needs are not schools and hospitals,Bbut a new football stadium.
Or such was the message sent to theHBcity’s residents.

According to an order published on the administration’s website,some 505 million rubles
(S$7.8 million) reserved for the constructionBof six schools in St. Petersburg have been
redirected into the city’sBnew Zenit Arena, the flagship site for Russia’s upcoming 2018
FIFABWorld Cup. Some 1 billion rubles, ($15.3 million) allocated to sevenEhospitals and
clinics, were also siphoned off.
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The outrage didn’t stop there. Already five times over budget,Bthe stadium must be
completed by December to qualify as a World CupBhost, and requires extra cash if works are
to be sped up. And so, theBorder, signed by St. Petersburg Governor Georgy Poltavchenko on
Aug.H17, also diverted 313 million rubles ($4.8 million) from theBconstruction of seven
kindergarten schools, 140 million rubles from aBsports facility for the disabled, and 150
million rubles (S$2.3Bmillion) from a community athletics center.

“The stadium, no matter what, needs to be finished,” famousBRussian actor and St.
Petersburg native Mikhail Boyarsky told theBSport-Express.ru website. “But schools,
hospitals, andBkindergartens also need to be built.”

The Kremlin has not, it seems, turned a blind eye to the problemsHEplaguing the stadium and
the decisions local authorities have madeBtrying to fix it. On Aug. 31, the RBC news agency
reported thatBPoltavchenko may be ousted following the September
parliamentaryBelections as punishment for the project — which Prime MinisterBDmitry
Medvedev, as early as 2012, called “a disgrace.”

An Old Story

The project to build Zenit Arena began in 2007, before Russia evenBbid to host the 2018 World
Cup, as a new stadium for St. Petersburg’sBfootball club Zenit. It was supposed to be finished
by the 2009Hseason, with a total estimated cost of 6.7 billion rubles ($102.78million). But
when Russia won the World Cup bid, internationalBfootball governing body FIFA demanded
design changes to meet WorldE®Cup standards.

So began a series of cost overruns, construction delays andBcorruption scandals.
Subcontractors have been found to inflate costBestimates by millions of dollars, and a
contractor was even sentencedBto four years in jail for pilfering almost 150 million rubles
(S2.38million) in state funds.

In June, the project’s budget was increased by 4.3 billionBrubles ($68 million). But the
stadium’s primary contractor,BInzhtransstroi, asked for yet more money. The company
claimed theBcity’s constant changes to the stadium design were disrupting workBflow, and
that the city owed them 1 billion rubles ($15.3 million)Efor already completed work. City
authorities claimed to have givenBthe company a 3.6 billion ruble ($55.2) advance for still
uncompletedBwork.

In mid-July, Sports Minister Vitaly Mutko tried to intervene. “WhyBcan’t they agree?” he told
the R-Sport website. “If they areBunable to agree, this situation will have to be resolved the
hardBway.”

The idea of missing FIFA’s December deadline was, Mutko said,B“out of the question.”

Cost Cutting

The World Cup is rivaled only by the Olympic Games in terms ofRvisibility and infrastructure
investment. In advance of the WorldBCup, Russia promised to build 12 stadiums across 11
cities in westernBRussia — from Kaliningrad in the west to Yekaterinburg in the east;Bfrom



St. Petersburg in the north to Sochi in the south. The initial®budget was set at around 664
billion rubles ($22 billion at theRtime), a World Cup record, but still short of the $50 billion
billBfor Russia’s 2014 Sochi Winter Olympics.

Beset with controversy from the outset, Russia’s World Cup showBwas almost derailed last
year. British newspapers detailedBallegations that Moscow and FIFA had sealed an illicit
agreement thatBRussia would host long before the organization’s official vote onBvarious
national bids.

With preparations already well under way, however, Russia managedBto hold onto the games.

Now, the biggest threat to Russia’s hosting of the event areBconstruction delays. Problems
are mounting at several stadiums. InEBMay, work was temporarily halted on a stadium in
Samara overBfinancial disputes between Russian authorities and the stadiumBcontractor.

In the midst of economic crisis, the Kremlin is also cutting backBon expenses. Taking into
account the exchange rate and budgetBadjustments, the total dollar budget of the World Cup
project nowBstands at less than half the original forecasts — a mere $9.78billion.

Desperate Times, Desperate Measures

The Samara labor dispute was resolved by expanding the budget forBRthat stadium by 900
million rubles ($14 million). But the situationBin St. Petersburg, because of the looming
deadline, is for the momentBmore serious. In the first of a series of increasingly
desperateBRmeasures, city authorities in early August tore up their contractBwith
Inzhtransstroi as the Zenit Arena primary contractor, andBbrought in another firm —
Metrostroi.

But Metrostroi needed more money to overcome the deficit left byBInzhtransstroi’s 3.6
billion ruble advance. And so city authoritiesBdipped into social works funding. As offensive
as that may be to St.®Petersburg residents, the contractor had an even more
outrageousHEproposal to float at a press conference on Aug. 25.

“Don’t you remember how great it used to be [in the SovietEBUnion]? Toward the end of a
project, we used to get the whole cityBinvolved: the students, anyone at all,” said Vadim
Alexandrov, theBcompany’s chief.

Not to be outdone, St. Petersburg Vice Governor Igor AlbinBreportedly asked a paratrooper
colonel if his boys could be deployedBto help with finishing Zenit Arena on time. The colonel
allegedlyBreplied, “just get me the commander-in-chief’s [Putin] order.”

Whether or not the order comes, the paratroopers don’t appearBthrilled by the notion. An
Aug. 25 press statement issued by theirBpress office said simply: “Paratroopers have no time
forBconstruction work. Not even for stadiums.”
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