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second includes other accommodations such as bed & breakfast

INTRODUCTION inns, RV parks and recreational camps, rooming and board

Public investment in tourism-related economic developmenting houses. "e industry in Indiana produces over $1.4 billion
and promotion has a long pedigree, dating at least to the 18th in revenue with a value added of over $830 million annually.
Century trips to Bath, England. In recent years, a trend toward&igure 1 (and Appendix 1) displays data on the industry, for each
targeted expenditure of tourism-related taxes has taken place. county, including the amount of revenue, the share consumed by
In at least 47 U.S. states, this results in the direction of all or pafesidents of the county, employment and value added as well as
of hotel and motel taxes towards promotion and advertising  their own county share.
of regional tourism.  Not surprisingly, evaluating the elcacy "e size of the industry is an important gauge of its regional
of these expenditures has become and important question for contribution. However, economists have long reported industry
policymakers. "e nexus of this question is the role tourism- ~ OmultipliersO as a measure an industryOs overall contribution to a
related taxes and expenditures play in dissuading or promotingregions economy through the $ow of revenues locally. Table 2 dis
tourism-related commerce in a region. Informing this analysis iglays a comprehensive multiplier table for this industry in Indiana.
an understanding of the size of tourism-related commerce, and ~ Understanding the multiplier e%ect is quite simple. An output
its forward and backward linkages in the stateOs economy. multiplier of an industry is the sum of direct, indirect, and

"is paper specittcally addresses the role IndianaOs hotel andnduced e%ects of that industry. A one dollar increase in demand
motel taxes, and expenditures on tourism-related promotion 0N output (goods and services) of an industry is considered the
and advertising play on tourism-related commercial economic ODirect E%ectsO A portion of that one dollar increase in output is
activity in the region. We also attempt to explain the role trade used by the industry to create a new round of demand for output
linkages play in cementing tourism-related expenditure in the from other industries. "is new round of demand is termed the
regionsO economy. To accomplish these tasks we exploit a unfdllirect E%ectsO Finally, the combined direct and indlirect ef
data series on tourism-related expenditures at the county level,fects of that one dollar increase in the new demand also results in
and match this to the innkeeperQs tax in each of Indianals 92 increases household incomes. As a result, spending by house
counties. We employ a statistical model that corrects for the holds on goods and services also increases due to increases in
Ochicken and eggO relationship between the level of tourism aRgPduction. "is household spending increase is known as the
the size of the hotel/motel tax collections. OlInduced E%ectsO "e same de#nition applies to the employ

We begin by explaining the backward and forward linkages ment and value-added multipliers. Multipliers are then used to
of the tourism trade in Indiana, focusing on the hotel and moteldescribe the OtotalO e%ect of a dollar spent on an activity within a
sectors of the economy. We then review academic studies of region. "is is also a method of appreciating the size and scope
the innkeeper®s tax and follow this by a discussion of the data Of backward linkages of this industry within a region.
and our model. We then present results and extensions of our  Another way of examining the structure of an industry

#ndings to a more detailed picture of tourism in Indiana. "is is Within a region is to estimate the amount of local goods and
followed by conclusions and policy recommendations. services that are consumed by an industry in the normal course

of production. Table 3 reports the amount of selected Hoosier
FORNARDAND BACKNARD LINKAGES commodities consumed by the hotel industry in the most recent
IN IND |ANA@ HOTELINDUSTRY year for which data is available (2006). In that year, roughly
"e hotel industry in Indiana consists of two disaggregated ~$1.412 billion in total revenues were spent on the Hotel industry
economic sectors. "e #rst includes larger facilities such as in the state. "is table reports selected industries and focuses on
traditional hotels and motels and includes casino hotels. "e  the dollar amount purchased by the hotel industry from Hoosier
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businesses, and their share of total expenses. We also compal
the import share (and by imports we mean non-Indiana #rms).

Table 4 reports the total payment to, and share of revenues
by major input class. For example, of the $1.4 hillion spent on
hotels in Indiana, roughly $431 million went to employee-com
pensation, which totaled over 30.5 percent of the expenditures|
Income to owners amounted to just 2.78 percent, while propert|
income (rents, for example) totaled 17.3 percent and total taxes
comprised 8.3 percent. Note that the total payment to these fa
tors of production were just 59.05 percent of total revenues. "e
remaining 40.1 percent are essentially Opass through expendi
turesO on such things as bedding, food, furniture, electricity an|
construction materials.

Table 5 accounts for the expenditures of the industry where
hotels were consumed as an input to another industry and in
#nal demand. "is is a full accounting of expenditures on the
industry to include some geographic data on the location of
expenditures. Some elements of this table require additienal e
planation. While much is self explanatory, such as sales of hot
services to the Federal government, domestic export and foreig
export of hotel services is badly measured in these data and d¢
not re$ect the origin of visitors, but rather the origin of some of
the industries contracting for hotel services.

Finally, a $owchart of an industryOs inputs and outputs from
an input-output table could help us understand more about the
structure of that industry. "e industry structure at the county
level could be similar or di%erent from that of the state and the
nation. Information of inputs from the $owchart helps to review
the range of opportunities to supplant imported inputs, which
can provide a region with highly-targeted economic develop
ment opportunities. Flowchart 1 illustrates the inputs used for
the services production of hotel industry in Indiana, and the
services outputs that it made in 2006. "e source of data is from
IMPLANGs sector 479: Hotels and motels, including casino
hotels, and sector 480: Other accommodations such as bed &
breakfast inns, RV parks and recreational camps, rooming and
boarding houses.

Flowchart 1 illustrates that the total industry output of the
hotel industry in Indiana in 2006 was $1.413 hillion. "e industry
employed 22,406 people (full-time and part-time) in 2006. Out
of $1.413 billion in the hotel industryOs output, $578.6 million wa
used to buy inputs for their operations, i.e. intermediate inputs or
commodity demands. "e remaining $834.3 million went to labor
and capital costs and indirect business taxes, i.e. the industryOs
value added which breaks down into employee compensation,

FIGURE 1TOPTEN

ST. JOSEIE—!
LKMHART
COUNTIESFOR HOTEL OME
INDU STRY OUTPUT,
EMPLOYMENT AND VALUE!
ADDED*
* Data for all 92 counties in Indiana and
totals for Indiana and thiSare listed in TIPPECANOE
Appendix 1.
HAMILTON
MARION
Top Output MRAROE
Top Employment
TopValueAdded
ORANGE CLARK
VANDERBURGH FARRISON

TABLE 2:INDIANA HOTEL SEQORSD MULIPLIERS

ALLEN

Hotels and Motels, Including Other Accommodations

Casino Hotels

Type SAM Multipliers* Ranked*
Output Multiplier 1.657 216
EmploymeniMultiplier 1.351 425
TotaNqueAdded 1582 392
Multiplier
Labor IncomeMultiplier 1.570 351
Other Prope_rtyType 1717 206
IncomeMultiplier
IndirectBusiness Taxes 1364 428

Multiplier

1.834
1.570

2.309

2.264

2.300

2.652

Ranked*

48
385

98

81

199

380

*The SAMmatrix, or social accounting matrix, includes all types of expenditures within a

regionOs economy. It is the most frequently reported multiplier type.

is called #nal demand, which is comprised of households, the
governments, inventory and investment, domestic exports,
and foreign exports. Out of $721.6 million of the #nal de

proprietary income, property income, and indirect business taxegnand on the hotel industryOs output or services, households
"e detailed #gures are presented in the le& side of the $ow chartin IndianaOs demand is estimated at $598 million. $80 million
As much as $229.5 million or 40 percent of Indiana0s hotel indu®f Indiana hotel services was bought by the state and local

tryOs gross inputs in 2006 were purchased out of the state (dom@8@rnments. $1.5 million went to the hotel industryOs capital

and foreign imports). "e industry spent $349.1 million buying
their inputs locally in 2006. "is re$ects the very high import
dependency of the hotel industry in Indiana.

Where the output or services of the hotel industry from

formation. $41.3 million of hotel services was bought by

households or businesses in other states in the United States.

Only $0.02 million of hotel services in Indiana was bought by
foreigners. Note that the inputs on the le& side must balance

Indiana went in 2006 is shown on the right side of the $ow With the output on the right side.

chart. $691.3 million of the output or services from the hotel

Clearly the size and scope of the hotel industry in Indiana

industry went to other industries in Indiana as intermediate Warrants additional consideration and study. We next turn

inputs, i.e. industries that buy a lot of accommodation ser
vices. "e remaining $721.6 million was consumed by what

our attention to the impact of taxes and tourism promotion
on the industry in the state.
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STUDIESOFHOTELMOTELTAXES discussing, that, it is important to outline literature we will not
AND TOURISMPROMOION review. "ere is an abundance of non-econometric studies of

"is study is the #rst to combine tourism promotion (ex convention and visitor bureaus. Many of these studies employ

penditures) to the tax revenue collections and rate as part of a Visitation data as either a part of an input-output model (e-g IM
joint analysis of tourism-related economic activity. However, PLAN, or RIMS ) to assess economic impact, or calculate a rate

a number of studies have examined parts of the issue. Before Of return on CVB expenditures. "ese studies are very useful in

TABLE 3:INPUT AND OUTPUT SHARES OF INDIANA HOTEL INDUSTRY, 2006

Intermediate Inputs Indiana Inputs | Coefbcient (Share) Imported Inputs | Coefbcient (Share)

($ Million) (%) ($ Million) (%)

1-10 Crop Production 0.00 0.00 0.02 0.00
11-13 AnimalProduction 0.00 0.00 0.00 0.00
1418 Aciis fongrnure andoreary. T P P ? ?
19-29 Mining 0.01 0.00 0.00 0.00
30-32 Utilities 28.59 2.02 6.74 0.48
33-45 Construction 22.67 1.60 -
46-91 Food,Beverage and Tobac&woductManufacturing 1.20 0.09 0.94 0.07
92-111 Textile Apparell.eather andlliedProductManufacturing 2.53 0.18 3.80 0.27
112-123 Wood ProductManufacturing 3.38 0.24 2.35 0.17
124-135 PaperManufacturing 0.11 0.01 351 0.25
136-141 Printing andrelatedSupportActivities 2.19 0.15 1.97 0.14
142-146 Retroleum andCoal ProductsManufacturing 2.47 0.17 0.14 0.01
147-171 ChemicaManufacturing 4.24 0.30 2.68 0.19
172-181 Plastics anBubberProductsManufacturing 8.86 0.63 1.89 0.13
182-202 NonmetallidvineralProductManufacturing 154 0.11 3.98 0.28
203-223 PrimaryMetalManufacturing 0.09 0.01 0.31 0.02
224-256 FabricatedVletalProductManufacturing 0.94 0.07 5.86 0.41
257-301 MachineryManufacturing 0.07 0.00 1.10 0.08
302-324 Computer andHectronicProductManufacturing 0.41 0.03 0.85 0.06
325-343 Eﬂzﬁﬂfgifgﬁ%mempp"ame' LT 22 0.25 0.02 1.87 0.13
344-361 TransportatiofquipmentManufacturing 0.26 0.02 1.49 0.11
362-373 Furniture andRelatedProductManufacturing 1.14 0.08 0.27 0.02
374-389 Miscellaneouslanufacturing 0.48 0.03 2.24 0.16
390 Wholesale Trade 6.53 0.46 3.09 0.22
391-400 Transportation and Warehousing 15.57 1.10 8.64 0.61
401-412 Retail Trade 8.49 0.60 1.05 0.07
413-424 Information 19.30 1.37 29.16 2.06
425-430 Fnance and Insurance 19.66 1.39 17.33 1.23
431-436 RealEstate andRentalAnd Leasing 58.54 4.14 30.63 2.17
437-450 Professional, Scientibc, and Technical Services 32.21 2.28 33.76 2.39
451 Management d€ompanies anfinterprises 17.52 1.24 16.51 1.17
452-460 g;’m;ﬂf;ﬁ‘griggpm EERY S IETER S ETe 4753 3.36 33.82 2.39
461-463 Educationafervices 0.28 0.02 0.09 0.01
464-470 HealthCare andocialAssistance - - - -
471-478 Arts,Entertainment, anBecreation 1.36 0.10 1.23 0.09
479-480 Accommodation 231 0.16 3.37 0.24
481 Food Services an®rinkingPlaces 4.80 0.34 0.62 0.04
482-494 Other Services ExceptPublicAdministration) 14.52 1.03 3.88 0.27
495-499, 503-506 PublicAdministration 16.43 1.16 4.26 0.30
500-502, 507-509 Others

Total 346.49 24.52 229.46 16.24
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explaining the local consequences of tourism. "ey are also a fg
more extensive e%oort to evaluate the use of public investments TABLE 4:FACTORBENEFITS AND REGONAL SHARES

(e.g. expenditures on CVBs) than is common in the public sect|

. Factor Inputs Indiana Inputs | Coefbcient (Share)
Nevertheless, none of these studies that we have observed at :
. EmployeeCompensation 431.93 30.57
tempt to measure causation as we shall. For that reason we le oorietary | 30,27 278
a number of studies of CVBs and tourism unreviewed. oprietary ‘ncome : :
Perhaps the most common issue in the scholarly literature g OET ey e e LS
| | IndirectBusiness Taxes 118.21 8.37

assessments of the responsiveness of tourism to hotel taxes.
literature has enjoyed near unanimity in #nding a small ingueng | Total 834.25 59.05
of hotel taxes on tourism. Combs and Elledge [1979] examineu
income groups, and found that demand for hotel occupancy was

very unresponsive to the rate of hotel/motel taxes. "is meant TABLE 5:AGGREGA EINTERVIEDIATEINPUTS
that taxes were fully passed on to the consumer. Fujii, Haled a OF THEHOTEL INDUSTRY
Mak [1992] examined the role of hotel motel taxes in Oexport
ingO taxes to visitors to a region. Examining data on Hawaii in Outputs Indiana Inputs | Coefpcient (Share)
the 1980s they found that most of the taxes (more than 2/3) we | Sales to3ate Hotel Industry ltself 231 0.16
exported, so that the tax incidence fell primarily on out of state | | Intermediate Inpuales toOther Sectors in 688.96 48.76
visitors. "ey did #nd a modest negative impact on tourism Sate
expenditure due to taxes, and followed this with an explicit Sales toSate Households 598.02 42.33
policy recommendation for Oear-marking® a part of the procee | Sales toFederal Government 0.70 0.005
for tourism promotion. Bonham, Fujii and Mak [1992] test the Sales toSate and.ocal Governments 80.08 5.67
impact of a new hotel tax on hotel revenues using an empirical| | capital 1.48 0.10
model which captures the incremental, e%ect of the imposition | |nventory ) )
of a tax on hotel revenues. "ey found no meaningful reduction DomesticBxport (sales to customers from e -
in hotel revenues attributable to hotel taxes in Hawaii during other states in thely ’ '
the 1980s. Bonham and Ganges [1996] perform a similar test| | ForeignExport (sales to customers from o0 269
Hawaii. "ey found no statistically meaningful impact of hotel outside theU§ ’ '
taxes on hotel room revenuegse studies represent all the-re Total 1,412.83 100.00
cent analysis of hotel taxes, and enjoy a common #nding, that e
elasticity of tourism revenues to hotel taxes is essentially inelastic
within the observed range. TABLE 6:SJMMARY STATISTICS

A number of marketing studies of tourism have been per
formed. "e sole study that e%ectively measures CVB perfor Mean | Median| Maximum | Minimum | Std.Dev.
mance is (Wober and Fesenmiaer, 2004) employed an analysi¢ | CVBBudget ($2006) $341,435 $78,013| $10,920,044 $0 | $1,047,035
of ten di%erent market characteristics in Wisconsin. "is study Hotel TaxRate 2.6%  3.0% 8.0% 0.0% 2.5%
included CVB expenditures. "e study found that as a state, its | | MeanAdjacentotel osul  28% 750 0.0% 1 3%

tourism promotion ranked wit the very best (one of 15 to receiv( | TaxRate

o - . . . ~
a 100% benchmark score). No remaining studies provide this | | Share ofHotel TaxRecOb 16.6% 15.0% 100.0% 0.0% 48.2%

type of analytical approach to CVB spending and tourism. by CvB

A number of studies have estimated advertising elastic YearsSnceCVBOpened 9.3 6.5 83.0 0.0 12.1
ity to evaluate the return on advertising (both domestic and
international) on tourism-related activities. "ese studies Earnings (Thousands of 2006 dollars)
include both public and private investing. Crouch, Schultz an¢ | Accommodations 11,760, 1,621 169,719 0 34,751
Valerio [1992] reports returns of 9:1 in the United States, whilg T
Access Economics [2002] reported ranges of returns from 11; hAAtl:fz;ecL:;gnZHMIStorlcal R 2 Sl 2 HOE
to 16:1 on publicly #nanced tourism advertising. Kulendran Food Service 66,821 14,524 744,136 346 14,5165
and Divisekera (?006) #nd the impact for international travel Amusements and 7867 1731 73,666 Q 15,605
to New ZealandOs of 8:1. Gambling

"e literature does provide us with some Insight to our mod Arts andRecreation 19,501 183 415,383 0 81,064
eling e%ort. We would expect a very small negative induence | | GeneraMerchandise 22,308 9,879 248,570 100 36,053

(perhaps zero) of Indianals InnkeeperOs Tax on tourism-relate

economic activity. "e e%ect on tourism from taxes in adjacent

counties would be the opposite. "e existing theory suggests thad® URMODELAND DATA

higher hotel/motel taxes In surroundins regions boosts a countyOsOur interest lies in testing the relationship betweert tour
accommodations industry. We would also expect that promo ism taxes and expenditures and tourism-related economic
tional activities would be positively correlated with tourism activity at the county level. "e data we use comes from three
expenditures, and that the size of these e%ects would be similgotgces. Data on convention and visitor bureau expenditures
other estimates. We now turn our attention to the empirics. ~ was obtained from the Association of Indiana Convention and
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Visitor Bureaus (AICVB). "is data was available from 2001 it does not a%ect incomes in amusement and gambling activi
through 2006. Data on tax collections and rates for the Indianaties or general merchandise stores. However, the magnitudes
InnkeeperOs Tax was obtained for each of Indianads 92 countiethe impacts are not sulciently large to be of consequence
from the Department of Local Government Finahd2ata on to policymakers. A ten percent increase in the hotel tax would
industry earnings was obtained through the Bureau of Econom@ause only a $1.05 million reduction in annual incomes-in ac
AnalysisO Regional Economic Information System. "e AICVB commodations. All the remaining impacts are much smaller.
also provided data on the opening dates of each CVB in IridianAll of these are below any reasonable policy threshold. "is is a
Summary statistics appear in Table 6. #nding con#rmed by all the existing research on hotel taxes (see
Our model, which is reported in technical detail in Hicks an Bonham and Ganges, 1996; Bonham, Fuji, Im and Mak, 1998;
"aipraset [2008] 0%ered several important insights. First, CVB Fuji, Khaled, Mak, 1986; Combs and Elledge, 1981).
expenditures (which are primarily advertising and development) Further, we #nd that the weighted average of the hotel tax
positively a%ect revenues in each of the categories of tourism-rate in the adjacent counties has the expected e%ect, in that it
related economic activity we tested. Perhaps more importantlyleads to higher incomes in own county tourism-related activities.
the magnitude of the impact is close to the relative anticipated However, as with the own county tax, the e%ect is below the
impact between di%erent activities. For example, $1 in CVB policy threshold, and in fact, is much smaller than the small own
expenditures, raises arts and recreation incomes by roughly  county e%ect. "is is a new #nding in the literature, as we have
$38, $16 for accommodations and only $5 in amusement and not seen empirical evidence on the in$uence of hotel tax rates on
gambling earnings. Food service experiences an increase of $68rism regionally in this type of setting.
while general merchandise stores see earning increases of $23. In terms of model performance, we are heartened by the
Museum and historical attractions see only a $3 impact from  quality of the results. We also note that within the models in
each dollar of CVB advertising. "ese impacts can be aggregateehich we could a priori anticipate smaller potential in$uence
which yields $151 of additional revenue from each dollar of  of hotel taxation and marketing (e.g. on gambling activities) the
public advertising. "ese appear excessive, but it is important  overall model explained far less of the variation than it did in the
to understand that the advertising and development performedmodels where impact was clearly expected (e.g. accommoda
by the CVB is public expenditures, and our estimate does not tions). We fell this is strong support for our #ndings.
include private expenditures. In order to better understand this,
we apply some estimates of advertising, and tax rates. In Indiald JMMARYOFTAX AND PROMOIONS
the total local and state tax burden in 2003 (the median year of MPACT ON TOURISM
our study) was 10.1 percent. Applying our results roughly to tax In this study, we #nd that public expenditures in tourism
receipts suggests, the return on tourism marketing is about 15:tesult in higher levels of income in tourism-related activities
A more detailed application of tax incidence will be preserved at the county level. In our study of Indiana, we #nd that ac
for later work. Our experience on the matter suggests that the commodations, arts and recreation, general merchandise sales,
rough estimates is very close to the results a more detailed anaynusements and gambling, museums and historical-attrac
sis would #nd. "is is somewhat higher than other estimates.  tions as well as general merchandise stores see higher levels of
Crouch, Schultz and Valerio [1992] report returns of 9:1 in the personal income attributable to spending on tourism advertis
United States. Kulendran and Divisekera (2006) report returns fag and promotion. Further, we see this impact concentrated
advertising of 8:1 for international travel to New Zealand. Accessotherwise low advertising activities (e.g. in places other
Economics [2002] reported ranges of returns from 11:1 to 16:1than amusement parks and gambling casinos, where exten
on publicly #nanced tourism advertisifg. sive private sector advertising is the rule). Our estimates are
Our estimates also provide evidence of the impact of hotel reasonably close to other such studies. Further, we #nd that
taxes on tourism-related activity. Clearly, we expect the relatiomwn county hotel tax rates reduce incomes in tourism-related
ship between taxes and tourism to be negative. We #nd that activities, and all things being equal, the weighted average hotel
to be the case, but our estimates suggest a very small negativaax in adjacent counties leads to higher incomes in tourism-re
impact. In terms of pure statistical signi#cance, the hotel tax rak@ted commerce in a county. However, like all previous studies,
a%ects incomes in accommodations, arts and recreation, foodwe #nd the size of the impact to be so small as to be e%ectively
service and museum and historical attractions. Interestingly, negligible.
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CHART 1L:INPUT!OUTPUT OFHOTELINDUSTRY IN INDIANA, 2006 "$MI LLIONS#

Inputs

Local Inputs
$3491

Utilities
$28.6

Construction
$22.7

Wood Product
Manufacturing
$3.38

Chemical
Manufacturing
$4.24

Plastics anBubber
Manufacturing
$8.86

Wholesale Trade
$6.35

Transportation and
Warehousing
$15.6

Retail Trade
$8.49

Information
$19.3

Fnance and Insurance
$19.7

RealEstate Rental,
andLeasing
$58.5

Professional and
Technicakervices
$32.2

Management
$17.5

Administrative
and Waste
$47.5

Other Inputs
$56.0

Imported Inputs
$229.5
$6.74 —
b
$2.35
$2.68
$1.89
$3.09
$8.64
|, | Intermediate Inputs
$578.6
$1.05
$29.2
$17.3
$30.6
Employee
$33.8 Compensation +—
$431.9
Proprietary Income
D $39.27
Other
$33.8 Property Income
$244.8
Indirect
$41.8 [ Business Taxes —
$118.2

Outputs

Hotel Industry
$1,413

ValueAdded

$834.3

InstitutionaDemand
$721.6

Source:The authors, 2006 IMPLAN tha

To Other
Indiana Industries
$691.3

IndiandHousehold
Consumption
$598

Sate and.ocal
Government
$80.1

Federal Governmen
$0.7

CapitalFormation
$1.5

DomesticExports
$41.3

ForeignExports
$0.02
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CONCLUSONS Impact of the Hotel Room Tax: An Interrupted Time Series
Tourism and related trade in Indiana is a signi#cant industry ~ ApproachO National Tax Journal v XLV, pp 433-441.

with extensive forward and backward linkages into almost everfonham, Carl S. and Byrin Ganges (1996) Olntervention analysis

sector in the state. Hotel expenditures alone are more than $1.4 With cointegrated time series: the case of Hawaii hotel room

billion with almost 60 percent of that pure value added produc  taxO Applied Economics, 1996, 28 pp 1281-1293

tion by Indiana workers. Combs, J. Paul and Barry W. Elledge (1979) OE%ects of a Room
Indianalls communities support tourism through convention ~ Tax on Resort Hotel/MotelsO National Tax Journal XXXII, pp

and visitor bureaus. "ese CVBs are #nanced primarily by the ~ 201-207.

state®s innkeeperGs tax. In this report we examined the impadérouch, G. I., Schultz, L. & Valerio, P. (1992). OMarketing inter

that innkeeper®s tax, and the expenditures by the CVBs played National tourism to Australia: a regression analysisO, Tourism

in promoting tourism. Using a model that speci#cally accounts ~Management, vol. 13, pp. 196-208

for the reverse causation problem of tourism taxes and tourismFuiii, Edwin, Mohammed Khaled and James Mak (1985) O"e

expenditures we found that a dollar spent on tourism promotion  Exportability of Hotel Occupancy and Other Tourist TaxesO

generates roughly 15 dollars in additional tax revenues for state  National Tax Journal, XXXVIII, pp 169-177.

and local governments. Hicks, Michael J. and Nalitra "aiprasert (2008) "e Role of
Hotet Taxes and Convention and Visitor Bureau®s on Tourism
NOTES Related Commerce: Evidence from Indianas Innkeeper Tax.

1. We are at a loss to understand why Hawaii has been singled Working Paper.
out for analysis. Perhaps it is due to the high reliance, and Kulendran, Nada and Sarath Divisekera (2006) Australian Tour
heavily measured tourism in the state. However, we suspect, iSm Marketing Expenditure Estimates. Technical Report,
but cannot prove, that some of the authors may have selected CRC for Sustainable Tourism.
this state for analysis in hopes of performing an on-site visit Wober, Karl W. and Daniel Fesenmaier (2004) OA Multi-Criteria
2. Indiana®s Uniform County InnkeeperOs Tax is described in IC Apporoach to Destination Bencmarking: A Case Study of )
6-9-18. State Tourism Adverstising Programs in the United StatesO
3. "e AICVB typically has all but two or three CVBs in the Journal of Travel and Tourism Marketing, 16 (2/3) pp 1-18.
state as part of their membership. Data on these were also
obtained by the CVB and are included in these data.
4. Formally, we identify the equation by constructing another
equation (or instrument) which is correlated with the endog
enous variable, but not the error term.
5. "ese studies also provide estimates of advertising elastic
ity. Since we do not have pricing data, we cannot e%ectively
measure this. However, if the Dorfman-Steiner conditions
hold, our elasticities are roughly 0.009, which are quite low
relative to other studies.
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APPENDI X 1: HOTEL INDUSTRY OUTPUT, EMPLOYMENT AND VALUE!ADDED BY INDIANA COUNTIES

Hotel Share Inl-é%t::ry ) Share |n|-c|i?1tsetlry ) Share Hotel . Share Ir:-éi?jtgry ) Share Ir:ii?,ltgry ) Share

County Industry In Own Employ in Own value- in Own County Industry in Own Employ in Own Value- in Own

Output County County County Output County County County

(@ Milion) (%) e o) | Sdded 170 @ milion) (%) .2 o) | JSdded 170
(Workers) ($ Million) (Workers) ($ million)

Adams 1.24 0.04 35 0.18 0.59 0.06 Madison 9.53 0.16 198 0.37 5.65 0.18
Allen 53.68 0.16 998 0.43 32.81 0.22 Marion 483.79 0.45 6,567 0.90 302.78 0.53
Bartholomew 24.20 0.24 486 0.93 14.16 0.37 Marshall 5.52 0.16 122 0.51 3.18 0.24
Benton b b b b b b Martin 0.04 0.01 1 0.02 0.02 0.01
Blackford 0.13 0.02 2 0.04 0.08 0.03 Miami 3.36 0.17 61 0.43 1.35 0.16
Boone 4.97 0.14 90 0.26 2.82 0.15 Monroe 64.23 0.80 928 1.22 31.36 0.71
Brown 21.28 5.42 342 6.96 10.06 4.60 Montgomery 7.47 0.21 156 0.73 4.23 0.26
Carroll 1.10 0.11 15 0.18 0.33 0.08 Morgan 1.81 0.06 39 0.20 1.08 0.09
Cass 4.05 0.17 73 041 2.28 0.24 Newton 2.09 0.29 32 0.41 1.07 0.32
Clark 23.53 0.34 409 0.73 14.28 0.42 Noble 253 0.07 59 0.25 1.48 0.10
Clay 2.96 0.24 54 0.47 1.37 0.28 Ohio 0.27 0.12 3 0.15 0.09 0.07
Clinton 0.27 0.01 6 0.04 0.16 0.01 Orange 42.97 4.45 571 6.59 27.31 5.54
Crawford 0.07 0.03 1 0.03 0.04 0.03 Owen b b b b b b
Daviess 6.58 0.36 155 0.98 3.86 0.47 Parke 1.07 0.23 18 0.37 0.56 0.23
Dearborn 3.67 0.16 69 0.31 224 0.16 Rerry 3.59 0.38 68 0.87 1.75 0.38
Decatur 3.69 0.16 70 0.46 222 0.25 Pke 0.70 0.10 11 0.25 0.44 0.10
De Kalb 5.69 0.14 118 0.49 3.29 0.20 Forter 22.61 0.20 448 0.65 12.46 0.24
Delaware 12.13 0.20 214 0.35 7.37 0.22 Fosey 222 0.04 30 0.26 1.41 0.13
Dubois 7.86 0.17 169 0.49 4.69 0.21 Pulaski 0.12 0.01 2 0.02 0.03 0.01
Bkhart 24.03 0.10 494 0.33 13.65 0.15 Putnam 16.48 1.05 253 1.55 7.35 0.92
Fayette 0.16 0.01 4 0.04 0.09 0.02 Randolph 0.16 0.01 1 0.01 0.11 0.02
Royd 9.38 0.22 169 0.45 5.76 0.26 Ripley 5.09 0.29 80 0.50 217 0.22
Fountain 0.77 0.08 10 0.12 0.28 0.08 Rush 0.24 0.03 5) 0.06 0.15 0.04
Franklin 0.43 0.08 8 0.12 0.26 0.09 3. Joseph 52.54 0.24 912 0.52 31.62 0.30
Fulton 0.64 0.06 9 0.10 0.41 0.08 Sott 1.58 0.13 25 0.27 0.85 0.18
Gibson 5.85 0.07 91 0.47 3.59 0.21 Shelby 3.04 0.11 59 0.27 1.76 0.14
Grant 511 0.12 117 0.35 3.02 0.14 Sencer 3.14 0.26 50 0.45 131 0.19
Greene 0.25 0.02 3 0.02 0.16 0.03 Sarke 0.07 0.01 1 0.02 0.03 0.01
Hamilton 55.16 0.28 889 0.54 34.25 0.30 Seuben 11.53 0.54 194 1.02 5.26 0.56
Hancock 7.30 0.22 133 0.43 4.17 0.24 Qullivan 0.07 0.01 1 0.02 0.03 0.01
Harrison 24.68 1.69 314 2.38 14.28 2.01 Switzerland 17.11 8.75 189 8.54 11.06 8.74
Hendricks 13.69 0.22 251 0.41 8.38 0.23 Tippecanoe 45.82 0.28 822 0.86 24.12 0.37
Henry 3.51 0.17 81 0.45 2.05 0.21 Tipton 1.06 0.10 13 0.19 0.68 0.17
Howard 12.75 0.14 235 0.48 7.80 0.20 Union 0.18 0.06 2 0.07 0.08 0.05
Huntington 0.47 0.02 11 0.06 0.28 0.03 Vanderburgh 42.39 0.24 775 0.60 25.93 0.29
Jackson 11.48 0.29 216 0.74 5.25 0.33 Vermillion 0.79 0.07 11 0.17 0.36 0.07
Jasper 4.29 0.22 85 0.54 2.52 0.28 Vigo 19.81 0.26 385 0.63 11.86 0.31
Jay 2.70 0.17 52 0.47 1.54 0.27 Wabash 3.52 0.14 86 0.47 2.00 0.21
Jefferson 6.87 0.31 117 0.69 3.19 0.31 Warren b b b b b b
Jennings 5.81 0.51 63 0.61 3.71 0.66 Warrick 0.18 0.01 2 0.01 0.06 0.00
Johnson 7.25 0.12 150 0.26 4.33 0.13 Washington 0.96 0.11 8 0.10 0.63 0.14
Knox 4.16 0.17 92 0.44 2.47 0.21 Wayne 9.72 0.20 227 0.55 5.57 0.25
Kosciusko 15.32 0.23 227 0.52 7.52 0.25 Wells 0.12 0.01 6 0.05 0.05 0.01
Lagrange 9.17 0.42 140 0.83 4.37 0.48 White 4.35 0.34 72 0.65 2.32 0.38
Lake 85.88 0.18 1,125 0.47 52.71 0.30 Whitley 1.23 0.06 30 0.21 0.71 0.09
LaPorte 16.03 0.25 300 0.57 9.13 0.28 Indiana 1,412.83 0.27 22,406 0.61 834.25 0.35
Lawrence 4.93 0.23 102 0.48 2.75 0.26 USA 171,818.07 0.69 1,954,508 1.12 | 108,724.17 0.82

THE INNKEEPEROS TAX, INDRYSTRUCTURE AND IMPACS 9




AUTHORS

Nalitra ThaipraseiNlichaeHicks anddaineFsher

ABOUTTHEBUREAU

The Center forBusiness anBconomicResearch is a premier economic policy and forecasting research center housed Mitlein the
College oBusiness aallYate UniversityCBERpublishes thAmerican Journal BiisinessNa peer-reviewed scholarly journalNand the
IndianaBusines8ulletinNa Web site with weekly commentary, analysis and data on economic, business and demographic trends in Inc
Research in the Bureau encompasses health care, public Pnance, regional economics, transportation and energy sector studies. In ¢
researchCBERhosts theExecutiveeconomicExchange in Indianapolis four times a year, and also serves as the forecasting element in th
Muncie areaNhosting Pve state and federal economic forecasting roundtables.

Center for Business and Economic Research
Ball Sate University
WB 149 ¥ Muncie, IN 47306

Phone: 765-285-5926 ¥ Fax: 765-285-8024 www.bsu.edu/cber



