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Executive Summary

The casino industry is evaluated in terms of its economic impact on the Illinois state economy as a whole and on the communities in which the casinos are located.  At the state level, three separate impacts were considered: (1) expenditures made on goods and services provided by Illinois vendors; (2) impacts generated by the expenditures of wages and salaries by casino employees and (3) the impacts of spending by state and local government with tax revenues derived from the casino industry.  

In 2001, the casino industry employed slightly more than 11,000 people, spent more than $184 million on goods and services provided by Illinois vendors and contributed $555 million in state and local taxes.

The gaming industry generates, directly and indirectly, nearly $4.9 billion of production in the state, of which $1.6 billion is allocated to wages and salaries.  This is the combined effect of vendor expenditures, expenditures by employees from their wages and salaries, and the effects of the spending of the tax revenues by state and local governments. These impacts translate into almost 55,000 jobs;  this total is in addition to the more than 11,000 employed in the casinos themselves. 

Expenditures on goods and services provided by Illinois vendors account for 20% of the job generation, but smaller percentages of the output and income impacts.  By far the largest contributor to the state’s economy is the expenditure impact from tax revenues accruing to state and local governments --  these impacts account for between 54 and 58% of the total impacts in all categories.  This should not be surprising given that tax revenues are about 57% of the direct impacts.  The flow on or ripple effect of these revenues is often neglected, but clearly, they provide significant contributions to the state’s economy.  Employee expenditures from their wages and salaries account for the remaining quarter of the total impacts.

At the local (community) level, the impacts are smaller since a smaller percentage of vendor expenditures are made locally.  In general, though, for every 10 jobs at the casino, there are between two and four additional jobs in the community.

The proposed addition of 6,700 additional slots was evaluated in terms of the associated construction impacts and the longer-term impacts of additional employees hired by the casino industry together with increased vendor purchases from Illinois casinos.  Between 7,500 and 10,000 direct construction jobs would be created in the state for the two-year construction phase; these jobs would in turn lead to the creation of 14,000 to 19,000 non-permanent, indirect jobs.

The additional slots would create 1,615 direct jobs.  The total impact of these additional jobs, vendor expenditures and additional state and local government expenditures associated with the additional tax revenue translates into an additional 24,500 permanent jobs in the state’s economy.  In addition, there would be an increase in production of $2.2 billion, of which $0.75 billion would be wages and salaries.

The impact of a new license would generate another 12,560 jobs when the impacts of additional vendor expenditures, the effects of expenditures from wages and salaries by an assumed 1,700 new employees and the impacts of jobs associated with $140 million additional state and local tax revenue are considered.

The final impact of this license will depend critically on its location – balancing an assumed loss of 10% each to Aurora and Elgin against a gain through diversion from Indiana casino patronage together with potential patronage by visitors to the region.

1. Introduction

This report provides an economic assessment of three main issues associated with the gaming industry in the State of Illinois.  In Part I, attention is directed to the economic impacts of the industry on the state’s economy.  The analysis is divided into four components:

· Impact of the expenditures on goods and services

· Impacts of employee expenditures from wages and salaries

· Impacts of tax contributions to state and local governments

· Impact of additional slots on the state’s economy.

In Part II, the focus shifts from the state level to the community level, in an attempt to evaluate the economic impact of each casino on the economy in which it is located.  Part III considers the potential economic impact of an additional license, to be located somewhere in northeastern Illinois.

The methodology employs methods, assumptions and interpretations that are widely accepted in the economics and regional science professional literature and by economic development practitioners.
  For the state-level analysis, an econometric-input-output model was employed to capture the ripple effects from different types of expenditures.  At the community level, the model employed was less extensive in scope (because of data limitations at the sub-state level).  Both these models have been widely used over the past decade to conduct impact analyses at the state and county level in Illinois and many other states.  In all cases, direct effects, derived from industry sources and the Illinois Gaming Board, are entered into economic models to estimate the total impacts on the relevant economies (state or local).  A prominent feature of these models is their ability to capture the multiplier or ripple effects;  these effects demonstrate the degree to which other parts of the economy are dependent on specific activities, in this case, the gaming industry.

In section 2, the first of the state-level analyses is presented.  The year 2001 was chosen since information is available for all twelve months, facilitating a more complete assessment of the industry than one relying on only partial information for 2002.  All monetary data are in current 2001 dollars.

Three types of impacts are shown:

· On output – the value of goods and services produced, shown in millions of dollars

· On employment – number of jobs created (in thousands)

· On income – the value of wages and salaries associated with the jobs, shown in millions of dollars.

Note also that income is a component of the output estimates.

Part I State of Illinois

2. Impacts of Expenditures on Goods and Services

In 2001, the casino industry spent $184.83 million on goods and services provided by vendors located in the state;  these in-state expenditures accounted for, on average, 55.4% of total expenditures on goods and services, the residual being committed to vendors in other parts of the country.  Table 2.1 provides a summary of the economic impacts of these expenditures on the state’s economy.

Table 2.1 
Impact of the Expenditures on Goods and Services Supplied by Illinois Vendors on the State’s Economy

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
10.62
Resources
0.25
Resources
3.46

Construction
16.07
Construction
0.18
Construction
6.08

Nondurables
145.93
Nondurables
0.52
Nondurables
20.81

Durables
115.38
Durables
0.70
Durables
25.85

TCU
36.58
TCU
0.24
TCU
10.62

Trade
50.95
Trade
0.77
Trade
18.83

FIRE
68.98
FIRE
0.57
FIRE
16.63

Services
254.91
Services
8.13
Services
173.92

Government
6.81
Government
0.11
Government
3.78

   Total
706.23
   Total
11.49
   Total
279.98








Direct
184.83
Direct
2.92
Direct
60.05

Indirect
521.40
Indirect
8.56
Indirect
219.94

Multiplier
3.82
Multiplier
3.93
Multiplier
4.66

The expenditure of $184.83 million generates a total impact on the state’s economy of $706. 23 million;  each $1 spent by the gaming industry generates an additional $2.82 in production elsewhere in the state for a total of $3.82.  Over 11,000 jobs are associated with these total impacts (see column marked Employment in table 2.1) and income (wages and salaries) amounting to almost $280 million.  At this stage, it is not possible to identify where in the state these jobs are located;  the information provided in table 2.1 indicates only the major sectors of the economy that benefit from these expenditures.  While the Services sector garners the lion’s share of the impacts, the output effects also extend to manufacturing – both durable and non-durable.  Direct expenditures range, for example, from furniture and fixtures to food supplies, to insurance and the transportation of these goods to the casinos.  Indirectly, almost all sectors of the economy would be affected by the firms supplying the goods demanded by the casinos purchase inputs from other sectors of the economy and by the expenditures of wages and salaries by employees who work in all of these sectors.

3. Impacts of Employees

The second set of impacts traces the effects of expenditures from wages and salaries paid the casino industry employees.  A large proportion of those expenditures will be made within the state and the results are shown in table 3.1.

Table 3.1 
Impact of the Gaming Industry Employee Expenditures from Wages and Salaries on the State’s Economy

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
17.48
Resources
0.39
Resources
5.35

Construction
20.71
Construction
0.23
Construction
7.83

Nondurables
297.70
Nondurables
1.13
Nondurables
46.81

Durables
358.62
Durables
1.72
Durables
70.67

TCU
81.61
TCU
0.55
TCU
23.76

Trade
111.35
Trade
1.79
Trade
42.00

FIRE
152.28
FIRE
1.25
FIRE
37.12

Services
299.13
Services
6.04
Services
147.74

Government
11.07
Government
0.18
Government
6.25

   Total
1349.95
   Total
13.29
   Total
387.56








Direct
524.68
Direct
4.56
Direct
129.90

Indirect
825.27
Indirect
8.73
Indirect
257.65

Multiplier
2.57
Multiplier
2.92
Multiplier
2.98

The expenditures by the approximately 11,000 casino employees generate 4,500 direct jobs in other sectors of the economy and, through the ripple effect, a further 8,730 jobs.  These expenditures will range from groceries, to automobiles, to meals in restaurants, medical expenses and other items a household needs to sustain itself.  In turn, these direct expenditures generate additional demands on other sectors of the economy and so the ripple process continues such that, in total, casino employee expenditures account for another 13,290 jobs in the state economy (employment column of table 3.1).  While the largest employment impact is in the services sectors, the impacts on production amount to $1.35 billion (first column of table 3.1) and are felt more in the manufacturing sectors (durable and nondurable).  The reason for this apparent asymmetry may be traced to the smaller contribution that a dollar spent on manufacturing provides in terms of job creation, in contrast to the service sector.

4. Tax Impacts

According to data obtained from the Illinois Gaming Board, the gaming industry contributed $555.19 million in state and local tax revenues in 2001.  In estimating the economic contribution of these revenues, it was assumed that they would be spent by the government sectors in terms of an allocation that reflected an average distribution of expenditures rather than specific targeted programs (such as highways, education, etc.) even though the revenues from the casino industry are targeted for the Illinois Education Assistance fund.  However, they can also be considered to have displaced a similar amount of revenue that would have been moved from the general to the education fund, so that, for analytical purposes, it was assumed that the taxes were transferred to the general revenue fund for distribution.  The results are shown in table 4.1.

Table 4.1 
Impact of the State and Local Government Expenditures Generated from Tax Revenue from the Gaming Industry

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
30.03
Resources
0.72
Resources
10.92

Construction
599.73
Construction
6.78
Construction
226.83

Nondurables
413.56
Nondurables
1.66
Nondurables
68.95

Durables
470.25
Durables
2.57
Durables
103.42

TCU
213.05
TCU
1.56
TCU
63.13

Trade
211.56
Trade
2.83
Trade
75.52

FIRE
283.03
FIRE
2.40
FIRE
76.22

Services
587.95
Services
11.18
Services
290.07

Government
26.73
Government
0.46
Government
16.11

   Total
2,835.90
   Total
30.15
   Total
931.16








Direct
951.66
Direct
9.93
Direct
335.01

Indirect
1,884.24
Indirect
20.23
Indirect
596.15

Multiplier
2.98
Multiplier
3.04
Multiplier
2.78

From table 4.1, it can be seen that a further 30,000 jobs can be associated with the impacts generated by state and local governments spending $555 million in Illinois on a variety of projects and programs.  Approximately one third of the employment impacts are concentrated in the construction and manufacturing sectors, with another third in the services sectors.  The expenditures from tax revenues generate a total of $2.8 billion in production throughout the state.  However, over 50% of the production impacts are concentrated in construction and manufacturing sectors, reflecting the large proportion of government expenditures for infrastructure expenditures.

5. Summary Impacts

Table 5.1 provides a summary of the impacts of spending on vendors in the state, the impacts of employee expenditures from their wages and salaries and the impact associated with the expenditures by state and local government from tax revenues generated by the gaming industry.

Table 5.1 
Total Economic Impact of the Gaming Industry on the Illinois Economy, 2001

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
58.13
Resources
1.36
Resources
19.73

Construction
636.51
Construction
7.19
Construction
240.74

Nondurables
857.19
Nondurables
3.31
Nondurables
136.57

Durables
944.25
Durables
4.99
Durables
199.94

TCU
331.24
TCU
2.35
TCU
97.51

Trade
373.86
Trade
5.39
Trade
136.35

FIRE
504.29
FIRE
4.22
FIRE
129.97

Services
1141.99
Services
25.35
Services
611.73

Government
44.61
Government
0.75
Government
26.14

   Total
4892.08
   Total
54.93
   Total
1598.70








Direct
1661.17
Direct
17.41
Direct
524.96

Indirect
3230.91
Indirect
37.52
Indirect
1073.74

Multiplier
2.94
Multiplier
3.15
Multiplier
3.05

In total, the gaming industry generates, directly and indirectly, over $4.8 billion of production in the state, an additional 55,000 jobs that provide approximately $1.6 billion of wages and salaries.  Table 5.2 provides an assessment of the contribution of each component of expenditure on total production (output), employment and income in the state.

For example, expenditures on Illinois vendors account for 20% of the job generation, but smaller percentages of the output and income.  By far the largest contributor to the state’s economy is the expenditure impact from tax revenues accruing to state and local governments.  These impacts account for between 54 and 58% of the total impacts in all categories.  This should not be surprising given that tax revenues are about 57% of the direct impacts.  The flow on or ripple effect of these revenues is often neglected, but clearly, they provide significant contributions to the state’s economy.  Employee expenditures from their wages and salaries account for the remaining quarter of the total impacts.

Table 5.2 Summary Distribution of Impacts Associated with Each Expenditure Component

Vendors

Expenditures
Consumption by Employees
Tax Revenue Expenditures
Total

Output
14.44%
27.59%
57.97%
100.00%

Employment
20.91%
24.20%
54.89%
100.00%

Income
17.51%
24.24%
58.24%
100.00%

To put this economic impact in perspective, the total economic impact is equivalent to over 12 times the impact of the Democratic National Convention on the Chicago region’s economy – in other words, it would be the equivalent of holding a “convention” of this magnitude monthly throughout the year.

6. Impact of New Slots

In considering the impact of additional slots, two separate analyses were performed.  The first examined the impact associated with the construction expenditures the industry estimated would be necessary to expand facilities to accommodate the new slots.  The second type of impact was generated by the operation of these new, expanded facilities.

Using data provided by the industry, table 6.1 shows the assumed direct impacts, separated into construction and operations.  A range of construction expenditures was developed and these construction impacts (likely to last one or two years) were separated from the impacts that would be generated once the additional slots were open for business.  However, it should also be noted that some positions are likely to be added without further construction.

Table 6.1 
Direct Impacts

Range of Construction Expenditures

($ million)
Operations

(additional jobs)

Year
From
To


Total
$625.00
$830.00
1,615

6.1 Construction Impacts

Table 6.2 
Construction Impacts of Slot Expansion


Output [$ million]
Employment [`000]
Income [$million]


From
To
From
To
From
To

Resources
15.31
19.75
0.40
0.53
5.96
7.77

Construction
655.67
861.37
7.82
10.35
257.34
338.19

Nondurables
218.30
289.56
0.82
1.07
34.67
45.44

Durables
319.69
415.61
1.72
2.20
69.27
89.08

TCU
90.95
120.00
0.61
0.80
25.66
33.23

Trade
135.22
177.66
1.88
2.44
47.74
61.93

FIRE
159.84
210.33
1.32
1.74
41.59
55.01

Services
362.81
478.89
7.00
9.24
176.21
232.40

Government
13.99
18.41
0.23
0.31
7.90
10.45

   Total
1971.79
2591.58
21.82
28.69
666.32
873.48









Direct
625.00
830.00
7.45
9.98
245.31
325.87

Indirect
1346.79
1761.58
14.36
18.71
421.02
547.62

Multiplier
3.15
3.12
2.93
2.88
2.72
2.68

The impacts reveal that between 7,500 to10,000 direct jobs will be associated with this capital expansion program, generating a total impact on the state’s economy of between approximately 21,500 to 29,000 jobs.  Note, however, that these jobs are only assumed to last the life of the construction project.  The longer-run impacts will be created by the hiring of additional employees to work in the casinos.  The impacts of this job expansion, together with additional vendor purchases is shown in table 6.3.

6.2 Operation Impact of New Slots

The impacts of expenditures from wages and salaries by the new hires together with expansion of vendor purchases are shown in table 6.3.  The combined effects of new employee purchases from wages and salaries and additional vendor purchases from Illinois suppliers would generate an additional 4,670 jobs in the state and expand production by just over $0.4 billion.  

Table 6.3 
Impacts Generated by Additional Employment and Vendor Expenditures from Slot Expansion

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
3.14
Resources
0.09
Resources
1.26

Construction
139.33
Construction
1.69
Construction
54.99

Nondurables
47.48
Nondurables
0.18
Nondurables
7.34

Durables
67.09
Durables
0.35
Durables
14.24

TCU
19.60
TCU
0.13
TCU
5.34

Trade
28.93
Trade
0.40
Trade
9.98

FIRE
34.27
FIRE
0.29
FIRE
9.01

Services
78.16
Services
1.51
Services
37.91

Government
3.01
Government
0.05
Government
1.71

   Total
421.01
   Total
4.67
   Total
141.76








Direct
132.73
Direct
1.62
Direct
52.38

Indirect
288.29
Indirect
3.05
Indirect
89.37

Multiplier
3.17
Multiplier
2.89
Multiplier
2.71

Table 6.4 shows the economic impact of additional tax revenue generated by the new slots over 2001 tax revenue;  this estimate, of $364.6 million is conservative since many casinos will be paying tax at higher rates as a result of the slot expansion.  However, it will provide a reasonable sense of the economic impact.

Table 6.4 
Impact of the State and Local Government Expenditures Generated from Tax Revenue from the Gaming Industry from Additional Slots

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
19.72
Resources
0.47
Resources
7.17

Construction
393.90
Construction
4.45
Construction
148.98

Nondurables
271.63
Nondurables
1.09
Nondurables
45.29

Durables
308.86
Durables
1.69
Durables
67.93

TCU
139.93
TCU
1.02
TCU
41.46

Trade
138.95
Trade
1.86
Trade
49.60

FIRE
185.89
FIRE
1.58
FIRE
50.06

Services
386.16
Services
7.34
Services
190.52

Government
17.56
Government
0.30
Government
10.58

   Total
1862.61
   Total
19.80
   Total
611.58








Direct
625.05
Direct
6.52
Direct
220.03

Indirect
1237.57
Indirect
13.29
Indirect
391.55

Multiplier
2.98
Multiplier
3.04
Multiplier
2.78

Approximately $1.8 billion of production and 19,800 jobs will be associated with the expenditures by state government from this additional revenue;  of course, if the revenue is used to pay off debt, the impacts will not be as prominent.  However, sorting out which revenue streams pay for which programs in state government is difficult.  Hence, the assumption made here is that the additional revenue would be allocated according to some average menu of programs.

6.3 Summary Impacts of New Slots on the Illinois Economy

Table 6.5 summarizes the impacts of the operations of the new slots on the state’s economy.  This could be viewed as a longer-run contribution, as opposed to the construction impacts that are likely to be of much shorter duration.

Table 6.5 
Summary Impacts of the Slot Expansion on the Illinois Economy

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
22.86
Resources
0.56
Resources
8.43

Construction
533.23
Construction
6.14
Construction
203.97

Nondurables
319.11
Nondurables
1.27
Nondurables
52.63

Durables
375.95
Durables
2.04
Durables
82.17

TCU
159.53
TCU
1.15
TCU
46.80

Trade
167.88
Trade
2.26
Trade
59.58

FIRE
220.16
FIRE
1.87
FIRE
59.07

Services
464.32
Services
8.85
Services
228.43

Government
20.57
Government
0.35
Government
12.29

   Total
2283.62
   Total
24.47
   Total
753.34








Direct
757.78
Direct
8.14
Direct
272.41

Indirect
1525.86
Indirect
16.34
Indirect
480.92

Multiplier
3.01
Multiplier
3.01
Multiplier
2.77

Hence, the total long-term impact would be for the new slots to generate an additional $2.2 billion production in the state’s economy, of which $753 million would apply to wages and salaries.  Translated into employment terms, over 24,000 jobs would be created.  Again recall that these data do not include the two-year, short-term construction impacts.

Part II Local Communities

7. Overall impacts

In assessing the impacts of each casino on the community in which it is located, a number of modifications have to be made in the analysis.  First, the community is here defined as the county or counties in which the casino is located.  Data in the detail required are just not of sufficient quality to estimate impacts at smaller geographical scales than counties;  further, there is a very high probability that employees working in the industry will be drawn from a rather large area.  Secondly, at this stage, it was not possible to estimate the impact of vendor purchases since information was not available to separate out expenditures within the “community” from those made elsewhere in the state.  Finally, since the Empress and Harrah’s on the one hand and the Hollywood and Elgin operations on the other are located in the same county, the impacts of each pair were aggregated for presentation.

Table 7.1 
Employment Impacts Generated by Each Casino on the Local Region*

Employment









Hollywood &

Elgin
Alton
Metropolis
Rock Island
Queen
Par-A-Dice
Empress &

Harrahs

Agriculture
24
7
3
2
7
6
27

Mining
0
0
0
0
0
0
0

Construction
55
16
9
6
21
14
56

Manufacturing
79
9
4
5
17
6
45

TCPU
40
14
10
7
26
18
58

Trade
351
91
63
30
131
79
282

FIRE
126
34
17
11
33
33
120

Services
4,019
1,131
941
551
1,430
1,158
4,043

Government
22
7
4
3
11
4
19

Other
9
4
4
1
4
2
6

Total
4,725
1,310
1,055
616
1,679
1,319
4,655










Direct
3,320
971
883
482
1,184
1,048
3,445

Indirect
1,405
339
172
134
495
271
1,210

Multiplier
1.42
1.35
1.20
1.28
1.42
1.26
1.35

* Since the local region is defined as the county, the economic impacts of casinos located in the same county were aggregated.

The employment data for each casino was entered into a model of the relevant county economy ; to this was added the expenditures on community-based charities and 10% of the Illinois vendor expenditures.  The latter estimate was based on a small sample of casino expenditures that were available by geographic location.  Taken all together, these represent the direct inputs; the model, based on IMPLAN data,
 estimates the multiplier or ripple effects and these are shown in table 7.1

Hence, the local impact analysis will concentrate on employment impacts;  these are shown in table 7.1.  Overall, in contrast to the state-level impacts, the local effects are smaller;  however, this is to be expected because first, vendor purchases are likely to be spread throughout the state and secondly, local employees may spend some of their wages and salaries outside the local region (county).  Any expenditures made outside the county will not generate further ripple effects within the county.

The ripple effects are consistent in size with those that would be expected from any activity at the county-level;  the variations in size reflect variations in the size and sophistication of the counties.  In general, one would expect higher ripple effects in larger counties as more of the impact will circulate in the county, thereby creating additional employment.

Part III Additional License

8. Impact of an Additional License

The allocation of a 10th license remains unresolved at the time of the preparation of this report;  to conduct some analysis of the potential impacts of a new license, the following assumptions were made:

· The new license would be located in NE Illinois, probably within 20 miles of Chicago

· The new license would result in a loss of 10% each to current casinos in Aurora and Elgin; however, the new license would probably result in significant diversion of patrons currently using NW Indiana casinos

· The new license would initially employ 1,700 and would generate a similar economic impact on taxes and vendors as an average current license of this size

· The projected increase in activity was assumed to be approximately 10.3% (the gains from diversion from Indiana, plus new business minus losses in Aurora and Elgin).  

The results are summarized in the next four sub-sections; section 8.5 provides an overall summary of the impacts.

8.1 Construction Impact of the New Casino

It was assumed that the cost of construction would be $250 million and would take place in 2003 for purposes of illustration (the year to year variations would be relatively small).  The results are shown in table 8.1.

The direct construction expenditures of $250 million generate an additional $538 million of activity in the state for a total impact of $788 million; of this, $266 million will accrue to wages and salaries and over 8,700 jobs would be generated in total.  Note, however, that as with all construction projects, these jobs would only last as long as the construction continues.

Table 8.1 
Construction Impact of an Additional License on the State’s Economy

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
6.13
Resources
0.16
Resources
2.38

Construction
262.26
Construction
3.13
Construction
102.93

Nondurables
87.28
Nondurables
0.33
Nondurables
13.86

Durables
127.74
Durables
0.69
Durables
27.68

TCU
36.36
TCU
0.25
TCU
10.26

Trade
54.05
Trade
0.75
Trade
19.08

FIRE
63.91
FIRE
0.53
FIRE
16.63

Services
145.07
Services
2.80
Services
70.46

Government
5.59
Government
0.09
Government
3.16

   Total
788.38
   Total
8.73
   Total
266.44








Direct
250.00
Direct
2.98
Direct
98.12

Indirect
538.38
Indirect
5.74
Indirect
168.32

Multiplier
3.15
Multiplier
2.92
Multiplier
2.72

8.2  Impacts of Expenditures on Goods and Services

Table 8.2 
Impact of the Expenditures on Goods and Services Supplied by Illinois Vendors on the State’s Economy from an Additional License

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
2.68
Resources
0.06
Resources
0.87

Construction
4.05
Construction
0.05
Construction
1.53

Nondurables
36.81
Nondurables
0.13
Nondurables
5.25

Durables
29.10
Durables
0.18
Durables
6.52

TCU
9.23
TCU
0.06
TCU
2.68

Trade
12.85
Trade
0.19
Trade
4.75

FIRE
17.40
FIRE
0.14
FIRE
4.19

Services
64.30
Services
2.05
Services
43.87

Government
1.72
Government
0.03
Government
0.95

   Total
178.15
   Total
2.90
   Total
70.63








Direct
46.62
Direct
0.74
Direct
15.15

Indirect
131.52
Indirect
2.16
Indirect
55.48

Multiplier
3.82
Multiplier
3.93
Multiplier
0.68

In 2001, the industry spent $184.83 million on goods and services provided by vendors located in the state;  these in-state expenditures accounted for approximately 55% on average of total expenditures on goods and services, the residual being committed to vendors in other parts of the country.  A similar in-state expenditure pattern was assumed for the new license and Table 8.2 provides a summary of the economic impacts of these expenditures on the state’s economy.

It was assumed that the new license would spend $46 million on Illinois vendors generating a total impact on the state’s economy of $178 million, and approximately 2,900 jobs are associated with these total impacts (see column marked Employment in table 8.2) and income (wages and salaries) amounting to almost $71 million.  As before, it is not possible to identify where in the state these jobs are located.

8.3 Impacts of Employees

The second set of impacts traces the effects of expenditures from wages and salaries paid the casino industry employees.  A large proportion of those expenditures will be made within the state and the results are shown in table 8.3.

Table 8.3 
Impact of the Additional License Employee Expenditures from Wages and Salaries on the State’s Economy

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
2.71
Resources
0.06
Resources
0.83

Construction
3.21
Construction
0.04
Construction
1.21

Nondurables
46.09
Nondurables
0.17
Nondurables
7.25

Durables
55.52
Durables
0.27
Durables
10.94

TCU
12.63
TCU
0.09
TCU
3.68

Trade
17.24
Trade
0.28
Trade
6.50

FIRE
23.57
FIRE
0.19
FIRE
5.75

Services
46.31
Services
0.94
Services
22.87

Government
1.71
Government
0.03
Government
0.97

   Total
208.98
   Total
2.06
   Total
60.00








Direct
81.22
Direct
0.71
Direct
20.11

Indirect
127.76
Indirect
1.35
Indirect
39.89

Multiplier
2.57
Multiplier
2.92
Multiplier
2.98

The expenditures on a variety of goods and services by the approximately 1,700 new employees generate 710 direct jobs in other sectors of the economy and a further 1,350 jobs through the ripple effects of their expenditures (employment column of table 8.3) for a total impact just over 2,000 jobs.  While most of these jobs are likely to be located in NE Illinois, some of the impacts are likely to be felt outside this region.

8.4 Tax Impacts

It was assumed that the new license would contribute $200 million in state and local tax revenues (using tax rates prevailing in 2001) in the first year of operation, assuming that the legislature increases the number of allowable positions. The estimate used in the analysis was based on existing casino operations of a similar size to the one projected for the additional license.  In estimating the economic contribution of these revenues, it was assumed that they would be spent by the government sectors in terms of an allocation that reflected an average distribution of expenditures rather than specific targeted programs (such as highways, education, etc.).  In essence, it was assumed that the taxes were transferred to the general revenue fund for distribution.  

Table 8.4 
Impact of the State and Local Government Expenditures Generated from Tax Revenue from the Additional License

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
7.58
Resources
0.18
Resources
2.75

Construction
151.28
Construction
1.71
Construction
57.22

Nondurables
104.32
Nondurables
0.42
Nondurables
17.39

Durables
118.62
Durables
0.65
Durables
26.09

TCU
53.74
TCU
0.39
TCU
15.92

Trade
53.37
Trade
0.71
Trade
19.05

FIRE
71.39
FIRE
0.61
FIRE
19.23

Services
148.31
Services
2.82
Services
73.17

Government
6.74
Government
0.12
Government
4.06

   Total
715.36
   Total
7.61
   Total
234.89








Direct
240.06
Direct
2.50
Direct
84.51

Indirect
475.30
Indirect
5.10
Indirect
150.38

Multiplier
2.98
Multiplier
3.04
Multiplier
2.78

Given the anticipated location for this new license, it is likely that annual revenues and hence tax payments would be higher;  the reason for this stems from the fact that wages and salaries tend to be higher in NE Illinois than the rest of the state and, secondly, the new license may attract patronage from out of town visitors on business or pleasure.  Obviously, the impact of the latter effect will depend very heavily on the final location that is chosen.  The results of the simulation are shown in table 8.4.

From table 8.4, it can be seen that a further 7,610 jobs can be associated with the impacts generated by state and local governments spending $140 million in Illinois on a variety of projects and programs.

8.5 Summary Impacts of New License

Table 8.5 provides a summary of the impacts of a new license on the state’s economy; recall this impact is net of losses anticipated to occur in the Aurora and Elgin facilities (10% each).

Table 8.5 
Summary Impact of a New License on the State’s Economy

Output
[$ million]
Employment
[ `000 jobs]
Income
[$ million]

Resources
12.96
Resources
0.31
Resources
4.46

Construction
158.54
Construction
1.79
Construction
59.96

Nondurables
187.22
Nondurables
0.72
Nondurables
29.89

Durables
203.24
Durables
1.09
Durables
43.55

TCU
75.60
TCU
0.54
TCU
22.28

Trade
83.46
Trade
1.19
Trade
30.30

FIRE
112.37
FIRE
0.94
FIRE
29.17

Services
258.92
Services
5.81
Services
139.91

Government
10.17
Government
0.17
Government
5.98

   Total
1102.49
   Total
12.56
   Total
365.51








Direct
367.91
Direct
3.95
Direct
119.76

Indirect
734.59
Indirect
8.61
Indirect
245.75

Multiplier
3.00
Multiplier
3.18
Multiplier
3.05

In aggregate, the new facility would generate just over $1.1 billion additional production of which $365 million would be allocated for wages and salaries.  A total of 12,560 jobs would be created as a result of Illinois vendor expenditures, new license employee expenditures and the expenditures by state and local governments from the tax revenue collected from the new license.

� See for example, Philip R. Israilevich, Geoffrey J.D. Hewings, Michael Sonis and Graham R. Schindler, “Forecasting Structural Change with a Regional Econometric Input-Output Model,” Journal of Regional Science 37: 565-90 (1997)


� IMPLAN is a system of data and economic accounts from which it is possible to construct a model for a county or sets of counties.  The organization has been in business for over twenty years and the system is widely used by academics and practitioners. 





