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Introduction

The City of Florence, Kentucky is congidering an opportunity to investin a
basebdl stadium that will be home to ateam in the Frontier League, an
independent minor league with teams throughout the Mid-west. The purpose of
this study isto estimate the potentia impact of aminor league baseball team on
the economy of Forence, Kentucky. Economic impacts result from new money
spent in Florence by the basebd | team and by visting teams and fans. Impacts
aso result from money spent by local fans that spend their money in Florence
rather than el'sewhere in the region. Money spent in Horence affects total business
output and employment in the city and surrounding area.

Methodology

The impact of a basebd| stadium on the loca economy depends on the amount of
“new money” that it brings into the region. That is, it depends on the amount of
gpending in the region that would not have occurred if not for the sadium. In this
case, money brought into the region includes that spent locally by the minor
league team in its day-to-day operation, including sdaries of personnd. This
gpending represents an increase in the demand for the goods and services that
local businesses provide. It is considered new money becauseit is assumed that
this gpending would not occur locdly in any other form if the team did not exist in
Florence.

New money is dso injected into the loca economy by basebdl fans that come
from outsde of FHorence in order to see games. In this case, visting fansinclude
local team fansthat do not live in Horence and visiting team fans that travel to
Florence to watch their teams play. These visitors spend money & hotels,
restaurants, clubs, retail stores, and other businesses. Money spent by Florence
resdentsis not included because it is assumed that this money would have been
spent elsewhere in Florence on some dternate activity if the basebal team did not
exist. The economic impact estimation does not count the money that baseball
fans spend on tickets for games. It is assumed that this revenue pays for team
operations and has therefore been counted aready in the impact estimation.

Totd spending on team operations plus money spent by vistorsto the city
represents the direct economic impact of the baseball team on the loca economy
—itis spending thet can be directly attributed to hosting minor league baseball
games. Loca businesses that have recaived this new money will re-spend some of
these receipts localy in order to meet expenses and pay employees. Thus, there
are successive rounds of re-spending in the region by those businesses that have
supplied goods and services to the team and fans. These successive rounds of re-
gpending are called the indirect impact. Only money that is spent within the local
areaisincluded in the indirect impact. Money recelved by businesses outside the
areais not consdered in this part of the andysis.
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Money earned by employees of those businesses generating output in both the
direct and indirect phases of the impact is aso counted because much of this
income is spent localy. Purchases by households that have experienced increased
earnings due to the injection of new money into the region are known as induced
impacts. In the context of the economic impact estimation methodology, direct,
indirect and induced impacts are combined into a Sngle figure representing the
totd multiplier effects of business-to-business and household-to-business
gpending within the local area

This economic impact estimation usesthe RIMS 11* system developed by the U.S.
Department of Commerce Bureau of Economic Analyss (BEA). The BEA has
estimated a set of multipliers based on purchaser-supplier (or input-output)

rel ationships among businesses of different industry classes within Boone County .
These multipliers are used to estimate the total economic impact of achangein
loca spending associated with a given business. They are o used to estimate
the number of new jobs that are created when business sdesincrease. This
employment impact is sated in full-time job year equivdents.

New workers must be paid wages, or existing workers must be paid higher wages
in order to produce the increased output. The impact on household earnings
represents the change in the amount of wages and salaries that must be paid to
workersin the areain order to generate the additional outpui.

For additional information contact the Economics Center for Education & Research,
email Econeduc@uc.edu.
Please reference report: 2001-Ei-1004 Florence

! RIMSisan acronym for Regional Input-output Modeling System.
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