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1 Executive Summary
Since its introduction in 1989, the Tourism Improvement District (TID) has grown in
popularity as an industry-funded mechanism for supporting tourism promotion. As of
mid-2016, there are 96 active TIDs in California, and another 58 operating in ten
other states. Together, California’s TIDs generate an estimated $207 million in
annual revenue, a large proportion of which is dedicated directly to destination
marketing and promotion efforts. Tourism Economics has been asked to evaluate
the economic impact on the California economy of TIDs through associated tourism
promotion by regional destination marketing organizations (DMOs). This analysis
finds that TIDs in California generate significant benefits for the state’s hospitality
industry, the broader economy, and local and state governments. Annually, the
economic impacts include:
n
n
n
n

$6.4 billion in gross output (business sales), including a total of
more than $1.4 billion in direct hotel spending
$2.1 billion in income
More than 32,000 direct tourism-related jobs, and a total of
nearly 52,000 jobs lost
More than $460 million in state and local government tax
revenues

Tourism Economics also evaluated the potential economic losses associated with a
future scenario in which California TIDs are eliminated, causing destinations across
the state to substantially reduce investments in sales and marketing. Over a fiveyear time horizon the cumulative economic losses would amount to:
n
n
n
n

$33.7 billion in gross output
$11.2 billion in income
An average of nearly 53,000 jobs
$2.4 billion in state and local government tax revenues

The report is organized as follows: Section 2 provides an overview of the structure
of tourism improvement districts, and describes the rapid adoption of the model in
California and nationally. Section 3 outlines the rationale for investing in destination
marketing, and identifies the key benefits of the TID model as a mechanism for
destination promotion funding. Section 4 reviews the demonstrated returns of TIDfunded destination promotion in California, including case studies from two major
destinations, Los Angeles and San Diego. Section 5 presents an estimate of the
economic impact of TIDs in California. Section 6 provides concluding comments.
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2 Overview of California Improvement Districts
This section reviews the history and structure of TIDs, tracks the expansion of the
TID model in California and elsewhere, and explains the appeal of TIDs from an
economic and policy perspective. Prospects for future expansion are also
presented.

2.1

Overview of the Tourism Improvement District structure

Tourism Improvement Districts are a hospitality-specific model of the traditional
Business Improvement District (BID). TIDs use special benefit assessments, rather
than general taxes, to raise revenue to use for destination marketing and tourism
promotion. Funds raised through these assessments cannot be diverted into other
government programs and can only be spent on programs that benefit those who
pay into the district, in most cases hotels.

TIDs use special benefit
assessments,
rather
than general taxes, to
raise money to use for
destination marketing
and tourism promotion.

This structure has several advantages that help to explain its popularity among
participating businesses. The formation of the TID and the accompanying
assessment are approved by the payers themselves, rather than the electorate or
legislative bodies (beyond enabling legislation). Typically, the assessments have a
defined term after which they must be renewed by payers, unlike general taxes. This
combination assures that the assessed businesses see economic benefit in the
program, both prospectively at the time of creation and on an ongoing basis through
the renewal process.
In California, TID funds are typically structured within existing DMOs as a
supplement to the organization’s funding streams. In some cases, new
organizations supported only by TID funds have been created for the purpose of
tourism promotion. This supplemental funding structure often enhances proportional
returns because incremental dollars can be allocated in greater proportion directly to
marketing rather than administrative and overhead costs.
The first TID in the nation was created in West Hollywood, California in 1989 under
California’s “Parking and Business Improvement Area Law of 1989,” and a second
was created in Costa Mesa in 1995. Since 2000, the number of TIDs has expanded
rapidly, under both the original act and the “Property and Business Improvement Act
of 1994.” As of mid-2016, there are 96 TID districts throughout California, with a
total combined assessment of an estimated $207.1 million. The success of the
program has led to its adoption by destinations in other states, starting with
Washington in 2003. As of mid-2016, there are 58 TID districts operating in eleven
states outside of California.
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Counties with Active TIDs: 32 California Counties
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2.2

Tourism Improvement District growth

The demonstrated success of the TID model has led to its
widespread adoption across California. For a number of years,
West Hollywood and Costa Mesa were the only operating
TIDs, but the number and scope grew rapidly in the early
2000s. California’s three largest cities, San Diego, San
Francisco, and Los Angeles, initiated TIDs in 2007, 2008 and
2011, respectively. The size of these markets greatly increased
the total TID budget level. The current total TID budget in
California is estimated at $207 million, with the majority of
California’s TIDs funded at less than $2.5 million annually.
While exact annual assessment data is not available for
previous years, it can be estimated by using current budget
levels for the TIDs operating in a given year, adjusted for the
growth in California hotel room revenues, which approximate
inflation in assessments, as shown in the first chart to the right.
Total TID revenues for years prior to 2014 were estimated
based on changes in total hotel revenues using data available
from STR.
Outside of California, TIDs have rapidly grown in popularity
over the past decade. The first non-California TID was formed
in Spokane in 2003, and the State of Washington currently has
13 operating TIDs. The model expanded elsewhere in the
Northwest, including South Dakota (2006), Montana (2007),
and Oregon (2012). Since then the TID model has spread
nationwide with districts created in Texas (2012), New Jersey
(2013), Kansas (2014), Louisiana (2014), and Tennessee
(2015). The chart below shows the growth in TIDs operating
outside of California from the first in Spokane in 2003 to 56 in
2016. Note that the chart does not include ten districts for
which research could not identify the initial year of operation.

2.3

Prospects for further growth

Adoption of the TID model has accelerated nationally in recent
years, and there is significant room for further growth. Tourism
leaders like Texas, New Jersey, and Louisiana have only
recently adopted the model, and thus there is significant
potential for expansion to other destinations within those
states.
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In addition, it is likely that the model will continue to expand to additional states. A
2014 study by Civitas and the U.S. Travel Association evaluated statutes in all 50
states under which tourism improvement districts could be established. The report
identified 34 states in which TIDs are either directly authorized under existing law or
existing laws that offer flexibility and have a general authorization that may allow for
TIDs. In addition, the report found that municipalities within many states may have
the authority to form districts through local legislation without needing authorization
at the state level, as was done in Portland and Dallas. Therefore, although most
TIDs are in California (63% of the total), it is likely that future growth will be primarily
outside of the state. The rapid and increasingly widespread adoption of the TID
model, which has grown from 9 districts in one state in 2002 to 154 districts in
eleven states in 2016, is largely driven by the success and appeal of the model.
Conceptually, TIDs operate like the more traditional business improvement districts,
and are often authorized under the same statutes. BIDs have long been popular
because they pool resources among business owners who have a common interest
in some type of service within a particular area. While large jurisdictions are the
most effective unit for delivering services that require significant scale and coverage
(public safety, trash disposal, etc.), they are generally not structured to be able to
adjust taxation and service levels to meet the preferences of specific neighborhoods
or districts. BIDs resolve this mismatch by allowing business owners to assess
themselves directly in order to fund collective services (often related to local
cleanliness and safety initiatives) that benefit all businesses in a defined area. TIDs
serve a similar purpose but targeted to the hospitality industry, allowing hotels to
self-assess and pool resources in order to accomplish the collective goal of tourism
marketing, benefiting all members. Section 3 will further explore the specific aspects
of the tourism industry that make collective marketing efforts beneficial to the
industry and the broader economy.

It is likely that future
growth in the adoption of
TIDs will be primarily
outside of California.
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US Counties with Active TIDs: 154 Districts in Eleven States
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3 The Rationale for Tourism Improvement Districts
3.1

The vital role of tourism promotion

The case for destination marketing is broad and compelling. Indeed, across the US,
there are more than 500 regional destination marketing organizations that had a
combined budget of $1.9 billion in 2015.
In summary, coordinated destination marketing is vital because:
n

The destination and the experience it offers is the fundamental
motivator of tourism. As a result, the message to a potential traveler
extends beyond the offerings of a single business.

n

Individual businesses lack the capacity to conduct certain types of
marketing effectively, and certain benefits accrue across the
economy rather than just to an individual business. Scale and
marketing infrastructure also enhance promotional efficiencies,
leveraging the impact of each marketing dollar.

n

Destination marketing helps address challenges of a perishable
tourism product and the seasonality of demand.

n

Competing destinations are actively marketing and a failure to
engage with travel markets results in lost market share.

The global market opportunity is vast, presenting attractive growth prospects for
domestic destinations that can offer a compelling, coordinated message to potential
visitors.

3.2

Essence of the tourism product

The fundamental motivation driving visitation to a destination is not the hotel or a
retail store, or any other single business—it is the overall experience the area offers.
This experience is comprised of a visitor’s interaction with and patronage of
numerous businesses and local experiences: hotels and other accommodations,
restaurants, shopping and galleries, conferences, performances and other events,
family activities, sports and other recreation opportunities, cultural sites and
attractions. The choice of a hotel, for example, is frequently not the primary
consideration of potential visitors when choosing between destinations.
Instead, for many visitors, the destination as a whole is the primary determinant and
as a result, marketing of the destination overall is a driver of demand for tourismrelated goods. Marketing efforts that focus on only one aspect of the tourism market,
such as communicating the offering of a specific hotel or other business, do not
adequately address the core motivation for potential visitors. The activities of DMOs
recognize that fact. By banding together, hotels and other industry partners are able
to represent the destination collectively, building a distinct brand for the destination

For many visitors, the
destination as a whole is
the primary determinant
for where they will travel,
rather than any single
business or attraction.
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overall, and in doing so, help drive demand across segments of the tourism industry.
Stand-alone marketing efforts would almost certainly be less effective than a
collective destination marketing campaign.
In addition, many conventions, trade shows, and events utilize multiple hotel
properties and facilities. Therefore, most individual hotels could not reasonably
market to promoters of large events or offer specific room blocks and rates.
Similarly, leisure market advertising and special offers are more effective when
multiple property options are included. In either case, cooperation is necessary and
the DMOs provide this collaborative entity to coordinate the offering of room supply
to both business and leisure market segments for multi-property events. Successful
execution of these events, which are often supported and marketed by DMOs, can
become a part of the brand of a destination, and thus help to drive future demand.

3.3 Efficiencies of scale and stable, sustained operations
Effective destination marketing requires significant and consistent funding with the
aim of gaining a sufficient “share of voice” to be heard, make an impact and close
the sale. Further, scale produces efficiencies that reduce overhead and maximize
the share of funding that goes to marketing and sales. Infrastructure, such as a
website, the processes around maintaining and updating marketing content, and an
experienced sales staff, represent key resources, allowing DMOs to accomplish
more with consolidated marketing budgets versus organizations without such
resources. Further, DMOs can support market research, such as visitor profile
studies, that help both the DMOs and individual businesses better understand their
customers and opportunities in their target markets. Such research would likely be
less affordable for individual businesses to access independently. As a result, the
larger scale of collaborative destination marketing is more effective and efficient
than what businesses could accomplish individually. Simply put, the whole of
destination marketing is greater than the sum of its parts.

The larger scale of
destination marketing is
more
effective
and
efficient
than
what
businesses
could
accomplish
individually.

This collective advantage is particularly crucial for paid advertising efforts. While
paid media is expensive, per unit advertising costs go down as the volume of
purchases increases, and a destination using its resources collectively has the
opportunity to purchase premier placements that are cost prohibitive for many
individual businesses. DMOs can then leverage partnerships to extend their reach
and impact. This scale also allows DMOs to cultivate and build a destination brand
beyond what individual businesses could establish alone. When a base level of
awareness of the destination and its brand has already been established with target
customers, additional annual marketing can be more effective at activating and
reinforcing key messages. These messages are in turn made more actionable by
the organizational infrastructure – websites, sales teams, communications experts –
in place to turn interested customers into visitors.
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3.4 Perishability of the tourism product and the seasonality of
demand
In manufacturing, inventory can be stored or redistributed to markets where demand
is stronger, and seasonal fluctuations in demand can be managed effectively. This
same degree of flexibility doesn’t exist for many tourism-dependent businesses, the
product of which is perishable, fixed in one market, and typically under more heavy
demand during some seasons and days of the week than others.
In the lodging sector, the product sold is a room night, which cannot be held over to
another day. If a room goes unoccupied, the potential room night sale and
associated revenue are lost. The hotel product depends heavily on infrastructure,
which cannot be picked up and moved to another location. Also, the upfront
investment of capital required in lodging, and the fixed nature of many operating
costs, results in a situation in which successful ongoing operations are heavily
dependent on demand reaching a “break even” level of operations. In situations in
which demand is concentrated in peak periods, staffing can be challenging for
employers and employees alike due to season duration.

When a hotel room
goes unoccupied, the
potential room night
sale and associated
revenue are lost.

Effective destination marketing helps address these challenges. By broadening
potential visitors’ understanding of a destination’s offering, marketing is frequently
designed to boost demand outside of the usual peak demand periods. This helps
businesses make use of resources that would otherwise be idle, extends the
duration of seasonal employment, and supports a better base for year-round jobs.
This incremental activity supported by destination marketing can be critically
important to successful and profitable operations in the tourism industry. The end
result is a level of market demand that is more stable during the year, benefits local
businesses, employees, and other stakeholders, and expands the tax base for a
jurisdiction.

3.5 An intensely competitive marketplace
Travelers may be considered an extremely valuable but finite commodity. Visitors to
a destination support local businesses and employment, and usually generate far
more in local tax revenue than required to support the services they consume. For
this reason, destination marketing occurs in an intensely competitive context in
which countries, states, and city destinations contend for market share against each
other. While it is possible to increase the size of the potential market, or the “pie,”
one destination’s gain is often another’s loss.
To short-change destination promotion risks the loss of market share. This is
evident by the sheer number of DMOs in the US and the amount invested annually.
The experience of Colorado is one example often cited to illustrate what can happen
when destination promotion is defunded. Prior to 1993, Colorado had a $12 million
marketing budget, funded by a 0.2% tax on travel-related goods and services.
Voters struck down the tax, effectively eliminating the marketing and promotion

To lack destination
promotion risks the
loss of market share.
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budget. The effect of the abrupt stop to marketing was significant and swift:
Colorado lost 30% of its market share of US tourism within two years and more than
$1.4 billion annually in visitor spending. When a new Colorado Tourism office
opened and the budget was expanded, the tourism market recovered. A second
example is Connecticut, where the state’s tourism budget was eliminated during the
recent recession. As a result, the pace of travel-related tax growth was reduced by
half in just one year. A newly elected Governor restored travel promotion funding the
next year, calling the cuts “a gigantic mistake.” The state of Washington eliminated
its tourism office entirely in 2011, and has subsequently lagged its neighboring
states and the national average in traveler spending and travel-related tax revenue
growth.
Another example has played out on a national level, as the US competes to attract
visitors from other countries. Similar to the regional destination level, the absence of
destination marketing at the national level can lead to a lack of competitiveness and
declines in market share. Global competition for such international travelers is
intense, with tourism offices around the world devoting significant resources to
destination marketing. Tourism Economics estimates that $4.3 billion was spent on
national level tourism promotion in 2012; primarily by European ($1.7 billion) and
Asia Pacific destinations ($1.2 billion). Although the United States remains a top
destination among worldwide travelers, during a 15 year period beginning in 1996
and 1997 (depending on the market), the United States lost market share to
destinations with more consistently funded destination marketing programs.
Tourism Economics works with national tourism offices around the world and
regularly observes the positive effects of tourism campaigns sponsored by these
organizations. As other destinations continue to engage and expand marketing
efforts, a single destination is forced to compete just to keep up or risk losing market
share. The lack of meaningful and consistent destination promotion funding is one of
the reasons that the United States has lost global market share.

3.6 Global market opportunity
The sheer size of the global travel market also makes a
compelling case for destination marketing. Since 1990,
growth in international travel has averaged 4.2% per
annum and as of 2015 had expanded a cumulative 76%
since 2000. In 2015, international tourist arrivals reached
nearly 1.2 billion. Many of these travelers have limited or
no familiarity with the offerings of California’s
destinations. By working with tour operators and
providing resources such as websites, DMOs help to
promote their destinations to potential visitors from these
growing international source markets. The effectiveness

Emerging Markets Will Lead Growth
Average annual % change, 2015 to 2025
Asia Pacific
Middle East &
Africa
Emerging
Europe

South America
World
Departures

North America

Real GDP

Western
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Source: Tourism Economics
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of these efforts extends beyond the capabilities of many small or medium-sized
tourism businesses.
The volume of global outbound travel is forecast to increase 4.5% annually to 2025,
while real GDP will expand 2.9% per year.

Traveling Class Household Volumes
Households with income over $20,000 per annum, millions
Thousands

Markets in Asia, the Middle East, and Emerging Europe
will make increasingly significant contributions to growth
in international travel. Travel growth in North America and
Western Europe will be more moderate, but will still
outpace the broader economy in those markets.
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Household formation within this travel-enabled class will continue to surge, growing
37% from 2014 to 2024. In comparison, total households will rise by 16% over this
period of time. With this rapid growth of the number of households earning more
than $20,000, long-haul travel will become affordable for over 244 million additional
households in 2024. These new customers will drive incremental travel above
economic growth trends.

3.7 The advantages of the Tourism Improvement District structure
The advantages of collective tourism promotion efforts described above broadly
apply regardless of the specific funding and operational structure. It is worth
considering, however, how the TID structure amplifies these advantages relative to
traditional tourism promotion funding models by providing for a stable funding
stream, insulated from the political process, and empowering the industry by
aligning the payers and beneficiaries of the assessment. This combination of
stability and accountability likely explains the increasing rate of adoption for this
structure.
Traditionally, tourism marketing has been funded through a mix of public and private
means. The most popular mechanisms include:
n

Transient Occupancy Tax (TOT): TOT or “bed tax,” is a
legislatively mandated charge on hotel stays within a jurisdiction.
While similar in execution to a TID assessment, the TOT charge
is generally imposed upon the industry by a legislative body,
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rather than agreed to voluntarily, and a portion of its revenue
may be directed to purposes outside of the travel industry.
n

General Fund: Other tourism promotion efforts, often those
funded at the state level, come from general government
operating funds. While tourism promotion represents a worthy
use for these dollars based on its economic and fiscal return, this
structure puts tourism marketing into competition with the full
range of other public service priorities, and therefore makes
funding levels highly volatile, particularly when budgets are tight.
Further complicating matters, the complexity of the political
process generally means that allocations are uncertain until the
beginning of each fiscal year. This combination of volatility and
uncertainty undermines the ability of tourism promotion agencies
to develop strategic and efficient marketing strategies over time.

n

Grants: Similarly, grants from government and philanthropic
agencies are often a well-chosen investment and help tourism
marketing agencies expand their programs and reach. However,
grants are not a desirable core funding mechanisms for tourism
promotion agencies due to their uncertainty and stipulations,
which often include a limited time period and specific
programmatic uses.

n

Membership: Many tourism promotion agencies include a
membership component, where individual businesses pay an
annual fee for services, specifically inclusion in marketing
materials. Membership models are effective at aligning payers
and beneficiaries, but generally are limited in the scale of funds
they can generate, given the capacity of many of the members.
Further, a membership focus can, at times, make it difficult for a
marketing organization to develop a broad destination message,
given the need to promote individual members to the exclusion
of non-participants.

By contrast, the TID funding model is notable for both its stability and accountability.
The voluntary assessment model is insulated from the annual political budgeting
process, allowing tourism marketing agencies to anticipate funding levels over time.
This allows marketing organizations to plan strategically, developing an
organizational capacity suitable to their operating level and achieving a consistent
share of voice necessary to maximize effectiveness over an extended time period.

The TID funding model is
notable for both its
stability
and
its
accountability.

Further, the tourism marketing district model ensures that the payers of the
assessment are the beneficiaries. Typically, the hospitality industry is well
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represented within the structure of destination marketing organizations, and has the
opportunity to help to shape priorities and programs.
TIDs also often have provisions for renewal after a set time period, forcing the DMO
to demonstrate results for its constituents to ensure its continuation. Several
California TIDs have successfully undertaken the renewal process, indicating that
the industry has judged the programs to represent a worthwhile collective
investment. Section 4 includes a review of those programs and results.
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4 The Returns of the Tourism Improvement District
Structure
This section presents data covering the returns, also referred to as benefits,
generated by California’s existing TIDs. It examines promotional efforts enabled by
TID funding, explores performance indicators used to track promotional results, and
cites success indicators from a variety of destinations. The section concludes with
two case studies: the first highlights the positive impact of the adoption of a TID in
Los Angeles; and the second, the detrimental impact of withheld TID funds in San
Diego.

4.1 Promotional efforts driven by Tourism Improvement Districts
For the many of California’s TIDs, funds are supplemental to those already in place
for a destination marketing organization (DMO). There are several organizations
created solely with funds made available from the TID, but in general, TID funding is
added as an incremental boost to existing revenue streams (often a TOT which is
split between the DMO and other government uses). Among 44 California
destinations with active TID programs who report detailed budget information, TID
1
assessment funding accounted for an average of 82% of all available funding.
From an efficiency standpoint, this structure helps to maximize the marketing
effectiveness of TID funds. For organizations that already have staff, infrastructure,
and administrative capacity in place, a high proportion of TID dollars go directly to
marketing efforts, with the goal of generating additional visitor spending. The Civitas
survey of destinations gathered data on incremental marketing efforts made
possible by TID funds. Specifically, DMOs were asked what areas of tourism
promotion are made possible by the TID funds and
conversely what areas would be negatively impacted if TID
funding were to be eliminated.

For organizations that
already
have
staff,
infrastructure,
and
administrative capacity in
place, a high proportion
of TID dollars can go
directly
to
expanding
marketing efforts.

The most commonly cited program that would be reduced if
TID funding were eliminated is traditional media. Traditional
media advertising is a major expense for DMOs and a type
of spending for which efficiencies of scale are important, as
described above, meaning that each dollar of cutbacks
would likely lead to proportionally greater losses in
promotional effectiveness. Many DMOs also reported that
the DMO would need to cut back on its online presence and
staffing if its TID funding were eliminated.

1

Civitas survey of California destinations with active TIDs conducted in early 2016.
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4.2 Proven returns of the TID model
As part of this study, Tourism Economics analyzed a broad set of measurement and
reporting examples to describe the returns supported by California TIDs. This
analysis was made possible by the fact that the TID model itself emphasizes the
importance of measuring and communicating such returns. Whether done at the
level of the TID, or by the DMO that receives TID funding, an emphasis is placed on
measuring and reporting the connection between TID funding, the activities it
supports, and the resulting benefits to the funding district.
Many of these practices draw on and expand existing practices of DMO
performance reporting, such as those outlined by Destination Marketing Association
International (DMAI), the leading global association for destination management
2
organizations. Indeed, the growth of the TID model has increased the focus on
monitoring the alignment and effectiveness of DMO activities, and maximizing return
on investment.
However, even within that context, there are two important points to consider:
n

First, there is not a single overarching metric that summarizes TID
performance and returns for all purposes. While many DMOs, or
corresponding TIDs, measure “return on investment”, either on
specific marketing campaigns or as an overall measure of visitor
spending generated, there isn’t an expectation that these return on
investment measures can serve as a single, all-encompassing
measure. Return on investment certainly helps frame the discussion
– assessing the financial returns (such as visitor spending,
economic impact, or tax dollars) generated by a given level of
funding – but it doesn’t fully satisfy the need to measure and
communicate the underlying activities being carried out and the
corresponding benefits realized. Additional performance measures,
as well as narrative reviews of key programs, are also important.
These metrics help provide a more complete view of DMO activities
and impacts.

n

Second, each TID faces certain unique circumstances, such as
destination size and the availability of other funding sources for
destination promotion. These circumstances affect how each TID
approaches its goals and the returns on investment it generates.
Also, while there are many common DMO functions and
performance measures, they are not necessarily comparable across
different organizations.

2

Destination Marketing Association International (2011, May) “Standard DMO Performance
Reporting: A Handbook for Destination Marketing Organizations”.
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With that as background, we have organized our analysis of TID returns to follow
nine measurement categories. For each of these categories, we have discussed
one or more examples of how California TIDs, or the corresponding DMO, are
measuring and reporting returns. The categories are:
n

Marketing ROI studies: Marketing return on investment studies
generally survey residents of target markets to identify differential
travel patterns among those consumers aware of marketing efforts.
This data can be used to develop an economic impact estimate for
incremental visitor spending generated by marketing efforts, which
in turn can be compared to promotional expenditures to estimate
return on investment.

n

Website and inquiry conversion studies: These studies typically
involve follow-up contact with individuals who have visited a DMO
website, or requested information, to determine the share that
ultimately travels to the destination and the associated economic
impact.

n

Group sales results: DMO’s keep close track of group hotel
bookings, room nights, and the economic impact attributable to their
sales staffs.

n

Website hotel booking referrals: DMO and TID websites
frequently include a way for potential travelers to search a list of
local hotels, and then proceed to make an online reservation. These
online referrals can be readily tracked.

n

Event development: Many DMOs and TIDs help develop and
promote local events around interest areas such as sports, art, and
food and beverage. The estimated attendance, room nights, and
spending generated by such events are frequently tracked.

n

Press and PR reports: Clipping services follow online and offline
sources to track the volume and coverage of a destination in the
press over time. These reports serve as a valuable indicator of the
effectiveness of public relations efforts and the degree to which
those efforts result in media exposure.

n

Perception and image studies: Effective destination marketing
requires a detailed understanding of consumer perception. Shifting
a destination’s image over time can help to illuminate the impact of
marketing efforts in the interim, even if consumers’ perceptions are
notoriously difficult to attribute to any single cause.

n

Social media followers and interactions: As consumers have
increased their use of social media platforms, destinations are
responding by boosting their social media presence. Savvy DMOs
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focus not only on audience size, but also on meaningful interactions
with consumers, which increase not only impact but also the
likelihood that future communications will be surfaced by algorithmdriven platforms like Facebook.
n

Tax revenue collections: Finally, one of the most important
success indicators from a government and DMO standpoint are
collections of tourism-related tax revenues, which help fund future
promotional efforts and serve as a concrete representation of visitor
demand and spending in a destination.

The following section discusses examples in each of these measurement
categories.
4.1.1

Marketing ROI studies

Many state and local DMOs conduct periodic assessments of marketing
effectiveness. There are several goals of these studies, including understanding
how specific marketing campaigns are perceived by households, how effective the
campaigns are in having an impact on households’ intent to travel to a given
destination, and which target markets are showing differing levels of responsiveness
to marketing. Frequently, these studies include a specific analysis of the ROI of
marketing spending in the form of a quantitative assessment of the level of
incremental visitor spending and tax revenues that are attributable to destination
marketing.
For example, in a fairly typical approach, such a study would:
n

use a survey to analyze the effect of a specific advertising campaign
on households’ travel to a given destination, such as by analyzing
the impact on actual travel among those that had observed the
advertising or by analyzing the impact on households’ intentions to
travel;

n

project that effect to the broader set of aware households in the
marketing area to estimate the number of incremental visits
attributable to the campaign;

n

apply typical levels of spending per visitor to estimate incremental
visitor spending; and,

n

compare incremental visitor spending to the level of advertising
spending to estimate the ROI.

Examples of the results of such marketing ROI research for California TIDsupported DMOs are summarized as follows:
n

Palm Springs partnered with Strategic Marketing and Research
Insights (SMARI) to measure the awareness, effectiveness, and
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overall return on investment on its marketing initiatives. Following a
national Greater Palm Springs advertising campaign, SMARI
surveyed over 1,000 qualified travelers in national markets. The
research showed 38% of traveling households were aware of the
campaign, and the ads positively impacted familiarity with and
likelihood to visit Greater Palm Springs. Based on the survey
results, SMARI estimated the ROI on the campaign. In this analysis,
incremental trips by 7% of aware households resulted in more than
540,000 incremental trips and $523.3 million of incremental visitor
spending, representing an ROI of 381-to-1 relative to the $1.4
million spent on media.
n

Mammoth Lakes conducted a similar analysis with SMARI. The
research consisted of an online survey of representative households
conducted with sufficient lag after the advertising campaign that
households had time to have traveled to Mammoth Lakes. The
results showed that households that
Marketing influences traveler decisions
were aware of the advertising had
Visited Mammoth Lakes with overnight stay in paid accommodations
traveled to Mammoth Lakes at a rate
that was 2.2 percentage points
higher than unaware households.
3.2%
This represents incremental travel to
Mammoth Lakes. In addition, the
+2.2%
advertising was estimated to have
influenced some households to
make repeat trips. In total, the
advertising was estimated to have
generated
almost
123,000
1.0%
incremental trips to Mammoth Lakes
and $133.4 million of incremental
Unaware of Mammoth Lakes
Aware of Mammoth Lakes
visitor spending. In relation to media
advertising
advertising
spending on the campaign of
$636,000, this represented an ROI of
(On-line survey with 1,007 respondents among households representative of traveling population,
conducted after travelers had had time to visit.)
210-to-1.
Source: SMRI "Mammoth Lakes 2014/15 Advertising Effectiveness", within Mammoth Lakes. (2015, May)
"Mammoth Lakes Tourism Spring Open House"

Some California TIDs also report ROI measures
on somewhat different bases. For example, San Diego TMD estimates an ROI of
31-to-1 on its allocations to the San Diego Tourism Authority, representing the ratio
of TMD hotel room night revenue to reimbursements. Similarly, in Los Angeles, an
average of available research on TMD-funded campaign effectiveness indicates that
just under $17 in hotel revenue is returned for every dollar invested in marketing
3
(17-to-1).

3.

Tourism Economics (2016, March) “An Assessment of the Los Angeles Tourism Marketing
District in Fiscal Year 2014-2015.” On behalf of Los Angeles Tourism Marketing District.
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Several Los Angeles Tourism & Convention Board programs also provide a useful
measure of the returns on promotions tracked through bookings on online travel
agencies (OTAs), such as Expedia and Orbitz. For example, OTA promotions in
fiscal 2014-2015 generated more than 350,000 room nights, of which more than
50,000 were estimated to be incremental. The campaigns generated incremental
revenue of $9.1 million compared with an investment
of $1.2 million for an ROI of 7.3-to-1, and all of these
Visitor information influences visitors to stay
longer
benefits —100%--- were realized by TMD hotels.
Visit Oceanside visitor survey

4.1.2

Inquiry conversion studies

Visitor information supported by TID funding helps
influence potential visitors. An example of consumer
research used to assess the impact of such
information was commissioned by Visit Oceanside,
which is the official entity for marketing Oceanside as
a destination and which operates California Welcome
Center Oceanside. The Oceanside TID was created
in 2011, with its first year of assessments in 2011.
The research commissioned by Visit Oceanside in
2012 targeted walk-in respondents at the welcome
center, and potential visitors who had requested
4
destination information from Visit Oceanside. The
research results estimated that:
n

n

n

38% of the total 108,500 potential visitor
groups reached in 2012 (i.e. welcome
center walk-in groups plus those who
requested information) were influenced
by their contact or materials and
subsequently visited Oceanside;
41,300
influenced
visitor
groups
accounted for over 520,000 visitor days
in Oceanside and spent an estimated
$61.4 million in Oceanside ($117 per
person per day); and,
Incremental visitor spending supported
676 jobs in Oceanside, as well as $1.7
million in taxes for the City of
Oceanside, including $1.4 million from
the Oceanside transient occupancy tax.

To visit an attraction not already
planned

52.3%

To visit additional attractions beyond
those originally planned

42.1%

To stay a few hours longer than
planned

30.8%
16.9%

To stay overnight or add nights

4.1%

Other changes in your plans
0.0%

20.0%

40.0%

60.0%

Percent of respondents
Question: Which of the following were you influenced to do in Oceanside based on information you
received from Visit Oceanside? (Among visitors to Oceanside whose plans were influenced by CWC or
Visit Oceanside information.)
Source: Horizon Consumer Science (2013, May) "Visitor Profile/Economic & Fiscal Impacts study CY2012", on behalf of Visit Oceanside California

Website information influences traveler decisions
Visit Mendocino follow-up survey of website visitors

25.7%

Very influential

45.9%

Somewhat influential

16.2%

Not very influential

12.2%

Not at all influential

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

Percent of respondents
Question: How influential was the Visit Mendocino website in your decision to take an overnight trip to
Mendocino County in the past six months? (Follow-up survey to website visitors, among those
respondents who had made an overnight trip to Mendocino County.)
Source: Strategic Marketing Group "DMO Influence/Conversion Study", on behalf of Visit
Mendocino/Mendocino County Lodging Association

4.

Horizon Consumer Science (2013, May) "Visitor Profile/Economic & Fiscal Impacts study CY2012", on behalf of Visit Oceanside California
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Among those visitors who were influenced by the visitor information, more than half
indicated that they decided to visit an attraction or site that they had not already
planned to visit.
Another example of the impact of visitor information and promotion is available from
Visit Huntington Beach, which assessed the impact of its consumer website,
SurfCityUSA.com. Visit Huntington Beach receives 75% of its funding from the local
TID, and approximately 25% of its funding from the local transient occupancy tax.
The research included an initial website visitor survey, and then a follow-up survey
5
after the website visitor had a chance to visit Huntington Beach. Based on this
information, the research estimated:
n

Approximately 80.0% of potential incremental visitors—those leisure
visitors who had not yet made up their mind to visit Huntington
Beach when they visited the website—agreed the website
influenced their ultimate decision to take a trip. Of these persons,
78.1% assessed the site as “Important” or “Very important” to this
decision.

n

Based on the 280,000 estimated true, unique visitors to the website
(between March 2015 and April 2016), an estimated 10,776
incremental trips were generated for Huntington Beach, with each
incremental trip representing one in which the visitor decided to visit
Huntington Beach based on their experience with the website. In
addition, the research estimated the website also convinced a
portion of users to extend their visit, generating 1,870 additional
visitor days.

n

In total, these incremental trips and extended trips generated $14.2
million of incremental visitor spending, equivalent to $50.64 for each
true, unique visitor to the website. These incremental visitors, and
visitors with extended stays, generated 6,087 incremental room
nights at Huntington Beach hotels.

Similarly, research in San Francisco on the San Francisco Travel Association
website (www.sanfrancisco.travel) in 2014 found that, on average, each unique
visitor to the website generated $34.22 of incremental spending in the City of San
6
Francisco.
Another example is provided by research conducted on Visit Mendocino website
visitors on behalf of Visit Mendocino, which is funded in part by the local TID, and
7
the Mendocino County Lodging Association. The survey research was conducted in
5.

Destination Analysts, Inc. (2016, May) “Visit Huntington Beach SurfCityUSA.com Website
ROI Study, Final Report of Findings. On behalf of Visit Huntington Beach.
6.
Destination Analysts, Inc. Within San Francisco Travel “Strategic Business Plan 20152016”.
7.
Strategic Marketing Group "DMO Influence/Conversion Study", on behalf of Visit
Mendocino/Mendocino County Lodging Association.
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two stages, with an initial pop up survey that requested email addresses of website
visitors, and a follow-up survey approximately six months later. The research results
showed:

4.1.3

n

Among respondents who had made an overnight visit to Mendocino
County, 25.7% reported that the Visit Mendocino website had been
“very influential” in their decision.

n

Of approximately 160,000 unique website visitors (April 2013 to
March 2014), 47.8% made a trip to Mendocino County, of which an
estimated 20.2% were influenced to visit by the website, resulting in
approximately 15,500 unique website visitors who were influenced
to visit Mendocino County. These visitors spent an estimated $30.8
million, which implies a 30-to-1 ROI relative to the $1 million
investment.

Group sales results

DMOs keep close track of group hotel bookings, room nights, and economic impact
attributable to their sales staffs. In a typical example, a DMO sales team member
may represent a destination at a travel trade show, interacting with event planners
seeking a location to host a meeting or conference. The DMO sales team can assist
in managing and closing such leads by, for example, organizing site visits, helping
solicit bids from local hotels, and if necessary, helping to organize a block of rooms
across several hotels at a competitive rate in order to attract a group to the
destination.
Examples of the hotel room nights generated by such efforts include the following:

8.
9.

n

Newport Beach and Company reported in the Civitas survey that,
due to its TID funding, it improved to 80,000 room nights generated
annually, up from just 16,000.

n

Huntington Beach reports that in its 2014-15 fiscal year, it generated
210 sales leads that resulted in 60 site visits and almost 17,000
booked room nights with $18.7 million of associated economic
8
impact.

n

The Greater Ontario CVB reports that in its 2014-15 fiscal year, it
generated 325 total leads that resulted in almost 59,000 room nights
9
booked.

n

The convention sales team at Greater Palm Springs CVB secured
almost 176,000 room nights in 2015, supported by a destination

Visit Huntington Beach (2015) “Destination Marketing Plan 2015-2016”.
Greater Ontario Convention & Visitors Bureau. (2015) “Annual Report 2015/2015”.
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services team that organized 100 site visits representing more than
10
92,000 room nights and 38,000 attendees.

4.1.4

n

Sonoma County Tourism, which receives 62% of its funding from
the local TID, reported 2015 sales performance that included 44 site
visits, and more than 10,000 booked room nights with $6.7 million of
11
economic impact.

n

Visit Anaheim reported assisting with the booking of more than
850,000 group room nights that occurred in 2015, representing
12
estimated group attendance of almost 1.6 million visitors.

Website hotel booking referrals

DMO and TID websites frequently include a way for potential travellers to search a
list of local hotels, and then proceed to make an online reservation. These online
referrals can be readily tracked. An example of the magnitude of these referrals is
provided by the experience in Santa Monica. The SantaMonica.com website
operated by Santa Monica Travel & Tourism includes a list of accommodations
searchable by price and location. A visitor to the website can click through directly to
a hotel’s website or click the “Book Direct” button to book at TID hotels. The booking
tool directs traffic only to TID member hotels. From May to December 2015, a total
of 19,526 website referrals were made to TID hotels through the booking tool,
including more than 1,700 referrals from mobile devices. 100% of all website
13
referrals went to hotels assessed under the TID.
4.1.5

Event development

The development, promotion, and expansion of events organized around particular
interest areas is frequently a valuable way for DMOs and TIDs to promote tourism
sector activity. Examples include:
n

Placer Valley Tourism, which is supported by a TID that includes
Roseville, Rocklin, and Lincoln, California, reports it shifted more
resources to develop events in lower occupancy periods, such as
Sunday nights and the period from November through February. In
2015, it provided over $300,000 in event support and reported 393
area events, such as the Women’s West Coast Tournament of
14
Champions wrestling event in December.

n

Visit Stockton, which is funded by the local TID established in 2011,
estimates that in 2015, sporting events supported by its

10.

Greater Palm Springs (2015) “Annual Report”.
Sonoma County Tourism (2016, May) “2016 Annual Meeting”.
12.
Visit Anaheim (2016) Correspondence with Tourism Economics.
13.
Tourism Economics. (2016, February) “Santa Monica Destination Marketing Funding
Analysis”. On behalf of Santa Monica Travel & Tourism.
14.
Placer Valley Tourism (2016) “2015 Annual Report”.
11.
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sponsorships and grants generated $2.9 million of economic impact,
15
including hotel revenue, ticket sales, and ancillary spending.
4.1.6

Press and PR reports

DMOs actively conduct press and PR activities to help generate positive destination
exposure in the media. For example, Huntington Beach reports that it has hosted 70
16
journalists from eight countries, generating $12.5 million in earned media.
Another example is provided by the activities of Santa Monica Travel & Tourism,
which increased the estimated publicity value of the destination’s earned media
exposure to nearly $11 million in 2014, after one year of its TID. With an investment
of $0.3 million, this corresponds to a return on investment of more than 37-to-1 and
17
represents a more than five-fold increase since before the TID. Highlights of Santa
Monica’s publicity and exposure included coverage in Forbes, Qantas magazine,
National Geographic, Men’s Health, Top Santé (France), Viaje Mais (Brazil), The
New Zealand Herald, InStyle Australia, Le Figaro (France), Woman Magazine, and
Elle.
4.1.7

Perception and image studies

Effective destination marketing requires a detailed understanding of consumer
perception. Similarly, tourism market participants, such as hotel operators, can
benefit by better understanding potential target markets. Examples of such research
includes recent efforts by the Monterey County Convention & Visitors Bureau, which
is funded in part by a TID, and which has commissioned several recent research
studies to help support local marketing. One such study was conducted as a survey
18
of lodging guests at check-out and through intercept contacts. The results provide
background information that is useful in helping inform future marketing efforts, such
as the top planning resources used by visitors, the most popular activities, and
important factors in the decision to travel to Monterey County. Another study was
19
conducted as an analysis of the visitor zip codes in the CVB’s database. The
results of that analysis helped identify the customer segments that make up about
half of Monterey’s visitation, while accounting for only 23% of the total available
market. This research can help support more targeted, higher yielding marketing in
the future.

15.

Visit Stockton (2016) “2015 Annual Report”.
Visit Huntington Beach (2015) “Destination Marketing Plan 2015-2016”.
17.
Tourism Economics. (2016, February) “Santa Monica Destination Marketing Funding
Analysis”. On behalf of Santa Monica Travel & Tourism.
18.
Destination Analysts (2016) “2015 Monterey County Lodging Guest Visitor Profile Final
Report of Findings”. On behalf of Monterey County Convention & Visitors Bureau.
19.
SMARI (2015) “Communication Effectiveness Study”. On behalf of Monterey County
Convention & Visitors Bureau.
16.
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4.1.8

Social media followers and interactions

DMOs have ramped up to leverage the exposure, relationships, and influence that
are made possible by rapidly growing social media platforms. The top line metrics
are indeed impressive – for example, even DMOs in small scale destinations such
as Huntington Beach (over 53,000 Facebook fans, 6,000 Twitter followers, and
15,500 Instagram followers) and Stockton (over 73,000 social media followers
across multiple platforms) are reaching substantial numbers of potential travelers.
As another example, in the Civitas survey, National City reports the Visit National
City campaign established social media platforms that grew a strong following
almost instantaneously. In the first year of the TID, the Visit National City Facebook
site gained more than 3,000 likes, the Twitter page recorded more than 1,000
followers, and the Pinterest page had a growing amount of boards and pins.
These figures help indicate the degree to which interactions with potential travelers
have shifted to social media, as well as the importance of active DMO participation
in influencing visitor perceptions and helping boost visitation to California
destinations.
4.1.9

Tax revenue collections

Finally, one of the most important success indicators are collections of tourismrelated tax revenues, which help fund government services for local residents and
future promotional efforts, and serve as a concrete representation of visitor demand
and spending in a destination. The following provides examples of the growth in
transient occupancy tax and TID collections experienced in California destinations:
n

The San Diego TMD reported transient occupancy tax collections
20
increased to $186 million in FY 2015, up 9.4% from the prior year.

n

Mammoth Lakes Tourism reported that transient occupancy tax
collections were on track to finish the fiscal year above $15 million,
– ahead of budget by 37%, which represented $30 million more in
21
direct lodging spending than anticipated.

n

The Monterey County Convention and Visitors Bureau reported that
in 2013-14, the City of Monterey’s transient occupancy tax revenue
totaled more than $19.3 million, contributing 17.8% of the city
budget; similarly, City of Carmel-by-the-Sea generated almost $5.2
million in transient occupancy tax revenue, contributing 31.7% of the
22
city budget.

n

Visit National City reports the TID was initially projected to provide
approximately $175,000 per year in new marketing funding, but that

20.

San Diego Tourism Marketing District (2015) “SDTMD 2015 Annual Report Going Up.”
Mammoth Lakes Tourism (2016, July) “Mammoth Lakes Tourism Monthly Board Meeting”.
22.
Monterey County Convention & Visitors Bureau (2014) “2013-14 Annual Report”.
21.
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the amount raised by the TID has grown between 20% and 30%
each year, without an increase in the assessment rate. In 2014, the
TID provided approximately $299,000 in funds dedicated to
increasing room night sales, and in 2015, the TID budget grew to
$375,000.

4.3 Case study: benefits of the Los Angeles TMD
Returns from the LA Tourism Marketing District (LATMD),
established in August 2011, show the benefits of TIDs as
an incremental funding stream for the destination and,
more specifically, for TID hotels. The LATMD is funded
through a 1.5% assessment on room revenues at hotels of
50 rooms or more. This assessment currently generates
more than $20 million annually in tourism marketing
funding, effectively doubling the funds available for tourism
promotion in Los Angeles. An assessment of the
marketing efforts associated with LATMD by Tourism
Economics shows that Los Angeles hotel performance
was unusually strong from 2011 to 2015, and further, that
the majority of incremental benefits accrued to TMD hotels,
which outperformed non-TMD hotels over the period.

LA City Room Revenue Outpaces Comps
Index (2010=100)
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n

Market performance: Data from STR show
that hotel room revenue grew 10.4% in the
City of Los Angeles from 2011 to 2015,
outpacing national and state growth, as well
as revenue growth in Los Angeles County,
which includes areas outside of the LATMD
boundaries.

n

Return on Investment: An analysis of the
effectiveness of a variety of promotional
campaigns from fiscal year 2013, including
general
advertising,
meeting
trade
publications, online travel agencies (OTAs),
and discoverlosangeles.com, found that
$10 in hotel revenue was returned for every
dollar invested in marketing.

n

TMD vs. non-TMD hotels: STR data also allows for differentiation
between the performance of TMD and non-TMD hotels within the
city of Los Angeles. Non-TMD hotels are those with fewer than 50
rooms, and these hotels have operated at lower occupancy rates
than TMD hotels in each of the past five years.
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n

Promotional benefits to TMD hotels: The performance differential
between TMD and non-TMD hotels appears to be, at least in part,
driven by promotional efforts made possible by the assessment.
The vast majority of group bookings and revenues that are
generated through LATMD-funded sales and marketing are realized
by TMD hotels. Analysis of data on definite group bookings from FY
2014-15 showed that 85.6% of TMD-generated revenues went to
TMD properties. Specific benefits to TMD hotels were also seen for
individual promotional campaigns. For example, OTA promotions in
FY 2014-15 generated more than 350,000 room nights, and $9.1
million in incremental revenue for a $1.2 million investment,
representing an ROI of 7.3-to-1. All of these ($9.1 million in
bookings) were realized by TMD properties.

4.4 Case study: funding crisis in San Diego
While the successes of the LATMD illustrate the benefits of a
TID, the funding crisis endured by the San Diego Tourism
Marketing District (SDTMD) highlights the risks of absence of
TID funding and associated destination marketing. For the
duration of calendar year 2013, nearly all funds intended for
the SDTMD were withheld, reducing or eliminating
promotional programming for an organization that had
typically received more than $20 million annually in TID
funding. Setting aside the interruption in funding in 2013, the
efforts of the SDTMD have generated significant returns for
San Diego hotels. Research shows a cumulative ROI in hotel
revenues of between $16 and $22 for every dollar spent on
marketing between 2009 and 2012, and then $30 or greater
in 2014 and 2015.
These unfortunate circumstances in San Diego served as a
real-time “experiment” of the sudden elimination of a
destination’s TID funding, and the impacts were clearly
measurable, significant, and immediate.
Little about San Diego’s appeal as a destination likely
changed in one year, and 2013 represented a year of stable
growth for the travel industry nationally and in California.
Therefore, tracking the performance of San Diego’s
hospitality industry before, during, and after the withheld TID
funding reveals the impacts of lower marketing funding on
the industry’s performance:
n

Room Demand: Hotel industry data from STR
show a significant softening in room demand

SDTMD Cumulative ROI
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growth in San Diego in 2013 compared to previous years. Growth
then rebounded in 2014 with the resumption of promotional
activities.
n

n

n

Room Night Market Share: It is also important to
examine room demand from a market share
perspective. San Diego’s market share for
occupied hotel rooms fell substantially in 2013,
both among a competitive set of destinations and
among the top 25 destinations nationally. This is a
clear indicator that San Diego’s growth pattern
deviated significantly from that of other destinations
during the time promotional funds were withheld. In
2014, with the resumption of promotional activity,
San Diego returned to approximately its former
position in terms of market share.
Occupancy Growth: Similar trends are visible in
occupancy metrics. Occupancy in San Diego
increased much slower when compared with the
city’s competitive set and the top 25 markets in
2013. In 2014, occupancy growth accelerated as
San Diego was able to effectively “catch-up” to its
competitors with the resumption of marketing
activities.
Average Daily Rate: In 2013, San Diego’s growth
in average daily rate (ADR) fell well below the
competitive set and top 25 markets, as demand
softened. When demand returned in 2014 with the
resumption of promotional activity, ADR grew
steadily, achieving similar growth as destinations in
the group of top 25 destinations by mid-2014.
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The performance of the San Diego hospitality industry from 2012 to 2015 provides
compelling evidence for the importance of TID-funded promotional efforts. Without
any significant change in destination or industry fundamentals, the city’s hospitality
industry experienced an immediate and significant slowdown in demand and a loss
of pricing power in 2013 as marketing activities were suspended. This cost San
Diego a hefty price in terms of lost revenues that cannot be recovered.
The experience of San Diego underscores the importance of TID funding and
associated marketing programs. Similarly, the elimination of marketing efforts
statewide would have significant negative impacts on the hospitality industry and the
broader California economy. Section 5 explores such a scenario and provides an
order of magnitude estimate of what the economic impact would be.
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5 Economic Impact Analysis
This section presents a quantitative analysis of the economic impact of TID funding
in California including a findings of a scenario model projecting the economic losses
of eliminating TID funding in the state. First, an introduction into input-output
modeling is provided for context. Several assumptions are incorporated to estimate
marketing spending associated with TIDs and how that marketing spending
generates room demand and overall visitor spending. Input-output modeling is then
used to develop an economy-wide impact estimate, including the direct and indirect
effects of visitor spending driven by TIDs, in terms of jobs, income, output, and tax
revenues. An annual TID economic impact is estimated as well as a five-year
cumulative impact of eliminating TIDs.

5.1 Input-output modelling basics
Economic impact analysis measures the total effects of a change in a regional
economy. The initial change could be in the form of additional (or reduced)
spending, employment, income or investment with additional effects on
employment, income and output (also called business sales, or revenue). The
approach is based on making estimates of the initial change. For example, the
amount of net new spending or investment as a direct result of a project, event, or
policy change is considered the direct effect; in this case, the incremental visitor
spending driven by TIDs in California and associated marketing expenditures is
captured.
Beyond this initial change, other effects ripple throughout the economy. These
indirect effects are calculated in two categories.
n

First, indirect effects result from the supply chain impact when new
spending generates additional demand in related industries that
provide inputs. For example, the direct spending at restaurants
sparks the need for food and beverage inputs, tables and chairs,
energy inputs, and professional support services from accountants
and lawyers. Some of the supply chain effects occur in the local
economy and some of the additional demand is placed on
producers in other regional economies.

n

Second, the direct spending and the additional demand placed on
other industries generate additional income for workers in those
industries. A portion of the additional income earned is spent in the
economy again, and this is considered the induced effect. Again, a
portion of this induced effect occurs in the local economy and a
portion occurs outside the local region. The indirect and induced
impacts that occur outside the local region are considered leakage,
as this new economic activity occurs elsewhere.
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The direct effect plus the indirect and induced effects combined make up the total
economic impact. The accompanying diagram shows the flow of new incremental
spending in the economy, the direct, indirect, and induced impacts, and the total
effect on the economy in terms of production, jobs, wages, and taxes. These
impacts can be calculated for the local region and the broader region or county.
These ripple effects that stem from an initial change in the local economy are
captured in the multiplier concept. For example, $1 million in direct spending could
result in a total of $1.5 million of spending in the economy, for a multiplier of 1.5.
The actual multiplier effect in a regional economy depends on many factors such as
productivity by industry, the regional distribution of productive resources, and the
propensity of a region to source locally or import materials from outside the region.
Impacts of Visitor Spending

These characteristics of a regional economy are captured in an input-output model
(I-O model). An I-O model quantifies the relationship between industries, and
geographies as well. Fundamentally, an I-O model is an accounting method to
describe a specific regional economy and the flow of money through the industries.
The structure of the regional economy can be presented in matrix form, with the
columns representing the buyers (demand) and the rows the sellers (supply). A cell
where a column and row intersect is the dollar flow between the buyer and seller of
a particular good or service. The sum of each row is the total supply (in dollar value
of output or sales) of that particular industry and the sum of each column is the total
demand of the industry. Given the laws of supply and demand in competitive
markets, total demand must equal total supply; the sum of the row totals must equal
the sum of the column totals. The richness of I-O modeling is that it serves as an
accounting summary of the total economy. It allows the analyst to measure the total
impact in the broader economy of a small, incremental change in one region or
industry. The results of the modeling show the total impact on employment, income,
output and government tax revenues.
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5.2 The input-output model used for California
This analysis is conducted at the state level and an I-O model was constructed for
the State of California using software from IMPLAN MIG, Inc. The IMPLAN model is
a commonly used tool in policy and economic impact analysis. The IMPLAN model
is used to create complete, extremely detailed Social Accounting Matrices and
Multiplier Models of local economies, enabling analysts to make in-depth
examinations of state, multi-county, county, sub-county, and metropolitan regional
economies. The IMPLAN model is based on high-quality government and
proprietary databases that include regionally specific data, not national averages,
making each analysis more custom to the county or defined local region.
The IMPLAN model consists of data for more than 400 industries based on the
Census-defined North American Industrial Classification System (NAICS). Industries
are usually defined at the five-digit level for manufacturing and at the two or fourdigit level for other industries. Data are available at the state and county level.
Variables included in the data are employment, gross output, value added output,
and income. Output, income, and employment data are balanced to the National
Income and Product Accounts (NIPA) data maintained by the Bureau of Economic
Analysis (BEA).

5.3 Key parameters and assumptions
Several key assumptions are made for the purpose of developing an economic
impact assessment of TIDs in California.
n

Current budgetary allocations. Among the 221 destinations who
reported budget detail in DMAI’s 2015 DMO financial profile study,
69% of the average budget was spent on non-group marketing
efforts (including personnel), 18% was spent on group sales efforts
(including personnel), and 13% of expenditures was best classified
as overhead (including administrative personnel and membership
efforts).
For the 14 California destinations who reported budget detail in the
study, overhead was even lower at 9%. Overall allocations are
similar to the national benchmark, with non-group at 77% and group
sales at 13%.
Civitas conducted a separate survey of California destinations with
active TIDs. For the 207 destinations that responded, non-group
marketing accounted for 74% of the total budget, group marketing
efforts accounted for 19%, and overhead costs accounted for 7%. It
should be noted that from the standpoint of estimating economic
impact, utilizing these proportions noted above is conservative
because they include non-TID funding. As noted throughout this
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report, TID funds are typically incremental to existing funding
sources which already provide for administrative infrastructure,
especially for larger destinations. This means that, in practice, a
higher proportion of TID funding goes to marketing efforts than is
reflected in the overall budgetary distribution. The proportional
assignment likely underestimates the amount of actual marketing
dollars that come from TID sources.

Table 2: Budget Allocation by Function
Use of funds

US DMOs, %

CA DMOs, %

Overhead/Admin

13.4

7.0

Group Sales

17.8

18.7

Non-Group
Total

68.8

74.3

100.0

100.0

Sources: DMAI, Civitas

n

Expenditures on group sales and non-group marketing efforts
are assumed to generate visitor spending consistent with
estimated return on investment in these respective areas.
Historic TID-funded returns on investments (as presenting in
Section 4) define the impact of destination marketing, treating group
sales and non-group marketing independently, to determine an
appropriate estimate of the impact of marketing expenditures in
each category. These studies quantify the amount of visitor
spending associated with marketing spending.

This analysis excludes all trips that are estimated to originate from within the state of
California. Data on overnight travelers to California from TNS provided by Visit
California shows that most trips to California destinations originate from within the
state; therefore, only a portion of trips, those originating from outside California, are
included in the economic impact analysis. This adjustment also accounts for the fact
that many impacted trips may still occur without marketing spending, just in other
parts of the state rather than being lost from the California economy altogether.
For example, in the absence of marketing efforts, a resident of Northern California
might decide to take a shorter trip to Sacramento rather than a longer trip to
Anaheim. In this example, that spending is lost to Anaheim but not to California, and
in practice it may be offset by another traveler who makes the inverse choice. It
should be noted that this is again a conservative assumption from the standpoint of
projecting impact, because TID funded marketing efforts are in practice very likely to
induce incremental interstate travel and additional spending that would not have
taken place in the absence of tourism marketing. In the group travel market, lost

32

The Economic Impact of TIDs in California
September 2016

trips are more likely to come from out of state, since destinations compete for a
range of national conferences and meetings that effectively have their pick of any
location in the country. However, there is a substantial portion of the group travel
market that is local or state-based in nature (such as regional groups or state
associations). To account for this business, which would likely be largely unaffected
by a reduction in group sales efforts, we have estimated that 45% of group trips and
29% of non-group trips originate from out of state. Only these segments of the
market are included in the impact analysis.

5.4 Group visitation and spending
A share of California TID funding is directed toward marketing efforts dedicated to
generating group sales. Group sales include large events, conferences, expos, and
trade shows. These events draw in visitors and often designate room blocks at
multiple hotels in the destination. A three-step process is used to develop spending
estimates: (1) estimate group marketing dollars associated with TID funding; (2)
estimate room-nights driven by group marketing; and finally (3), estimate visitor
spending at hotels and in other categories associated with those room-nights. The
steps of these calculations are described in the paragraphs and tables below.
1. Group Sales Expenditures
n

As outlined in section 2, the current annual budget for California’s
TIDs is estimated at $207.1 million, based on data from Civitas.

n

As outlined in section 5.3, DMOs spend, on average, 18.7% of their
budgets on group sales efforts, based on data reported to Civitas.
Therefore, TIDs throughout California account for an estimated
$38.7 million in marketing efforts directed toward group sales.

2. Group Sales ROI
n

DMAI’s 2015 survey of Destination Marketing Organizations found
that destinations had a total budget of $1.9 billion nationwide, and
$346.6 million, or 17.7%, was dedicated to group marketing efforts.

n

Based on data from STR, Inc., the leading hotel data reporting firm,
we estimate U.S. hotels in the luxury and upper upscale class
accommodated 44.7 million group hotel room nights in 2015.
Comparing this figure to the $346.6 million in spending on group
sales yields an ROI of one group room-night for every $7.75 in
group sales marketing spending. This establishes a relationship of
how much marketing spending is typically associated with a group
room night nationally.

n

Based on this relationship, $38.7 million in TID marketing directed
toward group sales approximately generates 5.0 million group room-
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nights. The out-of-state share of these room-nights, 44.7% or 2.2
million room-nights, is included in this analysis.
n

2.2 million room-nights corresponds with 1.8 million visitors and 4.9
million visitor nights, based on a length of stay of 2.8 days and a
party size of 2.2 persons.

3. Visitor Spending
n

Hotel visitors spend an estimated $146 per person per day on
average, with 42% of that spending on the hotel room itself, and the
remainder spent in other categories, such as retail, recreation, and
food. With an average length of stay of 2.8 days per person, hotel
visitors spend on average $407 per visit to California.

n

The per person per day spending is multiplied by total visitor nights
to arrive at an estimate of $719 million in total out-of-state spending
driven by TID marketing directed toward group sales efforts. The
steps of all above calculations are displayed in the table below.

34

The Economic Impact of TIDs in California
September 2016

Table 3: 1-Yr Impact of TID Group Marketing
Value

Source

1. Group marketing
Total CA TID Budget, $mils

207.1 Civitas

CA Group marketing share

18.7% Civitas

Group marketing amount, $mils

38.7

2. US Group marketing
Total Budget of US DMOs, $mils

1,952.3 DMAI

Group marketing share

17.8% DMAI

Group marketing amount, $mils

346.6

3. Marketing cost per room-night
US group nights, mils

44.7 STR

Marketing $ per group room night, $

7.75

4. Returns of group marketing
TID Group Sales Spending, $mils

38.7

Generated by group marketing
Visitors, mils

4.0 Estimate

Visitor-nights, mils

11.0 Estimate

Room-nights, mils

5.0 Estimate

Out-of-state share (44% of total)
Visitors, mils

1.8 Estimate

Visitor-nights, mils

4.9 Estimate

Room-nights, mils

2.2 Estimate

5. Spending Estimates
Total spending per person per day, $

146.40 TNS, TE

Total out-of-state spending, $mils

719.2 Estimate
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5.5 Non-group visitation and spending
We developed an estimate of the impact of marketing efforts directed toward the
non-group segment through a similar process. We used industry data to estimate
non-group marketing associated with California TIDs. Next, studies from California
and national destinations were used to generate a return on investment (ROI)
benchmark to estimate room night revenue associated with the marketing
expenditures. Finally, we used visitor profile data provided by Visit California to
translate room revenue into estimated total visitor spending and hotel room nights.
Non-Group Marketing Expenditures
n

As outlined in Section 2, the current annual budget for California’s
TIDs is estimated at $207.1 million. On average, 74.3% of DMO
budgets are spent on non-group sales efforts. Therefore, we
estimate TIDs throughout California account for a total $153.8
million in non-group sales efforts.

Non-Group ROI
n

Averaging the most recent ROI studies conducted on TID funded
campaigns operated by DMOs in San Diego and Los Angeles yields
an ROI of $24 in hotel revenue for every $1 of marketing spending.
Data from TNS provided by Visit California indicates that lodging
spending comprises 42% of total trip spending for visitors to
California. This implies a total ROI of $56.9 in visitor spending for
every marketing dollar spent.

n

This ROI estimate is conservative relative to other studies
quantifying ROIs of marketing for US destinations. Tourism
Economics compiled recent impact studies conducted by eight
states and six metropolitan destinations; average visitor spending
per marketing dollar was estimated at $122 for the states and $60
for the metropolitan destinations, both of which are greater than the
estimate used here.

Visitor Spending
n

Applying this ROI to the $153.8 million in non-group marketing
efforts yields an estimate of $8.7 billion of visitor spending, before
adjusting to focus on out-of-state visitors.

n

This corresponds to 21.5 million visitors, 59.7 million visitor nights,
and 27.2 million room-nights. Assumptions built into these
calculations include a party size of 2.2 persons, a length of stay of
2.8 days, and visitor spending of $146 per person per day.

n

According to TNS data, 29.9% of leisure visitation originates from
outside California, and using this as a proxy for the non-group
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segment, we considered only this share of visitation for economic
impact analysis. Visitors that come from other parts of California are
likely to choose other options within the state even without these
marketing expenditures. The out-of-state share of non-group
spending amounts to $2.6 billion, 6.4 million visitors, 17.9 million
visitor nights, and 8.1 million room-nights.

Table 4: 1-Yr Impact of TID Non-Group Marketing
Value

Source

1. Non-Group marketing
Total TID Budget, $mils

207.1 Civitas

Non-group marketing share

74.3% Civitas

Non-group marketing amount, $mils

153.8

2. Marketing cost per $ visitor spend
Hotel ROI (hotel revs/marketing), $

24.0 San Diego, LA data

Hotel share of visitor spending

42% TNS

Total visitor spending/ marketing $

56.9 Estimate

3. Total non-group spending
Non-group marketing, $mils
Non-group visitor spending, $mils

153.8
8,745.1 Estimate

4. Visitor volume metrics
Visitor volume, mils

21.5 Estimate

Visitor nights, mils

59.7 Estimate

Visitor room-nights, mils

27.2 Estimate

5. Out-of-state shares (29.9% of total)
Visitor spending, $mils
Visitor volume, mils
Visitor nights, mils
Visitor room-nights, mils

2,614.8 Estimate
6.4 Estimate
17.9 Estimate
8.1 Estimate
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5.6 Model input development
The total visitor spending estimates described above for each segment, group, and
non-group, are the basis of the model inputs. TNS visitor profile data provide
industry detail for spending categories including accommodations, food and
beverage, recreation, retail, and transportation.
Combining group and non-group segments, the total visitor volume driven by TID
marketing is estimated at 8.2 million visitors, 22.8 million visitor-nights, and 10.4
million hotel room-nights. Direct visitor spending amounts to $3.3 billion, including
$1.4 billion in accommodations spending and $1.9 billion in other categories.

Table 5: Direct Impact of TID Marketing
Group

Non-group

Total

Shares, %

Visitor Spending, $mils
Accomodations

303.5

1,103.3

1,406.8

42.2

Food and beverage

186.8

679.1

865.8

26.0

Recreation

83.4

303.2

386.6

11.6

Retail

60.6

220.5

281.1

8.4

Transportation

84.9

308.7

393.6

11.8

719.2

2,614.8

3,333.9

100.0

Total
Visitor volume, mils

1.8

6.4

8.2

Visitor nights, mils

4.9

17.9

22.8

Hotel room-nights, mils

2.2

8.1

10.4

5.7 Results of the economic impact modeling
The estimates of total direct visitor spending for group and non-group segments
were used as inputs for I-O modeling. The modeling estimates the indirect and
induced impacts of visitor spending as a result of TID marketing expenditures. The
modeling results show that the impact of TIDs in California is significant and has
broad economic benefits for the state. Table 6 below shows total gross output, or
business sales, generated in one year and categorized by type of impact. Spending
on lodging and food and beverage are the two industries that are most significantly
and directly impacted. The indirect impacts capture the supply chain effects as
business sales in one industry lead to greater demand in supplier industries. The
induced effects capture spending as a result of wages earned, and in turn spent, by
employees in directly and indirectly impacted industries. Supporting services such
as finance, real estate and insurance, and business services would be the key
industries impacted through indirect effects. Considering all of these supply chain
and income effects, the total economic impact of California TIDs and associated
marketing expenditures amount to $6.4 billion annually in California.
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Table 6: Gross Output (Business Sales)
($Millions)

Direct

Agriculture, Fishing, Mining
Construction and Utilities
Manufacturing
Wholesale Trade
Air Transport (local)
Other Transport
165.0
Retail Trade
281.1
Gasoline Stations
165.1
Communications
Finance, Insurance and Real Estate
63.5
Business Services
Education and Health Care
Recreation and Entertainment
354.9
Lodging
1,406.8
Food & Beverage
865.8
Personal Services
31.7
Government
TOTAL
3,333.9
* Direct sales include cost of goods sold for retail sectors

Indirect
15.6
85.4
171.2
30.0
4.3
50.8
4.1
0.4
156.9
270.8
374.5
1.4
51.3
2.3
46.1
39.7
53.5
1,358.6

Induced
18.4
40.5
196.5
64.9
9.0
33.4
115.1
8.5
86.6
522.2
149.5
253.8
30.6
3.5
102.6
79.0
36.4
1,750.6

Total
34.0
126.0
367.7
94.9
13.4
249.2
400.4
174.0
243.5
856.4
524.0
255.2
436.9
1,412.6
1,014.5
150.4
89.9
6,443.1

Based on the I-O modeling results, the implied output multiplier can be calculated as
Total Output / Direct Output = Output multiplier, or 1.93. This implies that for every
dollar in direct visitor spending as a result of TID marketing, an additional 93 cents
in sales are realized by other businesses in the regional economy. This means that
the impacts of TID marketing funding are not be limited to tourism-related industries,
but are spread across industries. The output multiplier concept captures the indirect
and induced effects in the state of California. While analysis at the state level likely
captures most of the indirect and induced effects, there would likely be additional
impacts felt in supplying industries in other states as well.
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The TID-driven visitor spending in California
creates employment in many industries. A
total of 32,164 jobs are directly generated,
with the lodging and food and beverage
industries the primary beneficiaries. Visitor
spending also results in boosted demand for
supplying industries. Indirect and induced
affects come across virtually all industries in
the state’s economy. Business support
services and finance, real estate, and
insurance are the industries with the most
significant supply chain and income effects.
Including all impacts, a total of 51,707 jobs
are driven by the visitor spending associated
with TID marketing efforts.

Table 7: Employment Impacts
Direct
Agriculture, Fishing, Mining
Construction and Utilities
Manufacturing
Wholesale Trade
Air Transport (local)
Other Transport
Retail Trade
Gasoline Stations
Communications
Finance, Insurance and Real Estate
Business Services
Education and Health Care
Recreation and Entertainment
Lodging
Food & Beverage
Personal Services
Government
TOTAL

1,727
1,496
154
257
4,111
11,443
12,547
428
32,164

Indirect
90
268
421
182
13
423
52
2
405
1,116
3,069
18
656
19
693
381
335
8,145

Induced
105
110
346
395
27
277
1,491
53
200
1,664
1,224
2,334
385
29
1,527
1,070
161
11,398

Total
196
377
767
578
40
2,428
3,039
209
606
3,036
4,293
2,352
5,153
11,491
14,767
1,879
496
51,707

40

The Economic Impact of TIDs in California
September 2016

Table 8 below summarizes the impacts of
visitor spending in California in terms of
income earned. Visitor spending drives a total
of $1.0 billion of income earned directly in
tourism-related industries such as lodging,
recreation, and food and the beverage
industry. As observed in other measures of
economic impact, the indirect and induced
affects spread out across most industries in
the state. A total of almost $500 million in
income is earned in supplier industries (the
indirect impact), and nearly $600 million in
income is earned in through induced impacts.
A total of $2.1 billion in income is generated
by visitor spending as a result of California
TID marketing efforts.

Table 8: Labor Income (Compensation)
($Millions)
Agriculture, Fishing, Mining
Construction and Utilities
Manufacturing
Wholesale Trade
Air Transport (local)
Other Transport
Retail Trade
Gasoline Stations
Communications
Finance, Insurance and Real Estate
Business Services
Education and Health Care
Recreation and Entertainment
Lodging
Food & Beverage
Personal Services
Government
TOTAL

Direct
89.1
48.0
10.8
13.6
136.7
411.3
305.5
17.1
1,032.1

Indirect
3.9
24.7
28.8
15.2
1.1
23.8
2.1
0.2
43.6
57.6
189.1
0.7
23.1
0.7
16.9
22.7
32.8
486.8

Induced
6.3
11.1
27.9
33.0
2.3
15.6
56.3
3.7
20.5
89.0
78.1
142.9
11.0
1.1
41.5
38.7
15.8
594.7

Total
10.2
35.8
56.7
48.2
3.4
128.5
106.3
14.7
64.1
160.2
267.2
143.6
170.8
413.0
363.9
78.4
48.6
2,113.6
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5.8 Tax impacts
Visitor spending generated by TID marketing efforts also results
in tax revenues for state and local government in California. A
total of $214.7 million in state tax revenues are generated
through taxes such as Personal and Corporate income taxes,
and sales tax. At the local level, a total of $248.4 million are
generated through sales, lodging (Transient Occupancy Tax, or
TOT), and other taxes and fees. A combined total of $463.1
million in state of local tax revenues are generated by California
23
TID marketing efforts.

Table 9: Tax Revenues
$Millions

Amount
State
Personal Income
Corporate
Sales
Social Security
Other Taxes and Fees

214.7
57.2
21.4
106.3
8.5
21.3

Local
Sales
Lodging
Other Taxes and Fees
TOTAL

248.4
33.0
177.4
37.9
463.1

TAX AND EMPLOYMENT IMPACTS IN CONTEXT
Using the estimated tax revenue impacts above, as well as employment impacts, we calculated
several ratios to understand the economic impacts of California TIDs and the associated
marketing spending.
•
•
•

•
•
•

24

State tax revenues of $214.7 million would cover the state tax burden for 17,890 households.
State and local tax revenues of $463.1 million would cover the starting salaries of 11,224
25
teachers.
State and local tax revenues generated by the visitor spending reported above provide tax relief
of $35.54 for every household in the state of California. This means that without this visitor
spending and the resulting tax revenues, each household would have to pay more taxes in order
to maintain the same level of services.
State and local tax revenues of $463.1 million would be equivalent to state education funding for
26
just over 43,500 children, or equivalent to funding the salaries for 4,950 police officers.
The income generated by the visitor spending described in this report, including direct, indirect,
and induced impacts, equate to $162.22 per California household.
Without the tourism-related jobs generated by TID-driven visitor spending, the California
unemployment rate would 6.5% instead of 6.2%.

23.

Property taxes of $153.1 million are calculated in proportion to business and household
benefits. These do not necessarily represent incremental property taxes but are the level of
property taxes supported by the business activity. Property tax benefits are not reported in the
table above.
24
Household data, including number of households and income, are from ESRI Business
Analyst, 2016.
25
Average starting salaries for teachers in California provided by the National Education
Association, 2012-13.
26
Number of children attending public school provided by the California Dept. of Education,
and policy officer salary information provided by the Occupational Employment Survey (BLS).
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5.9 Economic losses if California TIDs were eliminated
The elimination of TIDs in California and the associated marketing funding would
result in lower levels of visitation and visitor spending as the state would lose
competitiveness in attracting out-of-state visitors. The impacts would accumulate
over time as well. Considering a five year time horizon, a total of $33.7 billion gross
output (business sales), would be lost from the California economy including direct
and all indirect impacts. This would be $6.7 billion less in output in the state’s
economy per year, on average. This level of lost output would correspond to $11.2
billion in total income over five years, for an average of $2.2 billion per year
including direct and all indirect impacts. Lower levels of visitor spending would
translate to less demand in tourism-related industries, and this would lead to an
average of 33,500 fewer direct jobs per year. Including all indirect impacts, there
would be an average of 53,000 fewer jobs in the California economy. The tax
impacts would sum to a total of $2.4 billion in less state and local tax revenues over
five years. This includes $1.1 billion in state revenues and $1.3 billion in local

Table 10: Impacts of Lost Visitor Spending
Year 1
Gross output, $bils
Direct visitor spending
Indirect and induced
Total output
Income, $bils
Direct
Indirect and induced
Total income

Employment, ths
Direct
Indirect and induced
Total employment

Tax revenues, $bils
State
Local
Total state and local

Year 2

Year 3

Year 4

Year 5

5-yr Sum

3.3
3.1
6.4

3.4
3.2
6.6

3.5
3.2
6.7

3.6
3.2
6.9

3.7
3.3
7.0

17.7
16.0
33.7

1.0
1.1
2.1

1.1
1.1
2.2

1.1
1.1
2.2

1.1
1.1
2.3

1.2
1.2
2.4

5.5
5.6
11.2

32.2
19.5
51.7

32.9
19.7
52.5

33.5
19.7
53.0

34.1
19.8
53.6

34.7
19.8
54.2

(Ann. Avg)
33.5
19.7
53.0

0.2
0.2
0.5

0.2
0.3
0.5

0.2
0.3
0.5

0.2
0.3
0.5

0.2
0.3
0.5

1.1
1.3
2.4

27

revenues. Table 10 below displays these estimates.

27.

Five-year estimates assume productivity gains of 1% per year, wage inflation of 1.5% per
year, and constant effective state and local (including TOT) tax rates of 3.3% and 6.2%
respectively.
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6 Conclusions
The Tourism Improvement District (TID) model has been in existence for more than
25 years and has grown in popularity, especially in the last five years. The TID
model is considered an effective and popular industry-funded mechanism for
supporting tourism promotion. There are currently 96 active TIDs in California, and
at least another 58 operating in eleven other states. Together, California’s TIDs
generate an estimated $207 million in annual revenue from their members and
much of these funds are put directly to use to support destination marketing and
promotion efforts.
This report examined the economic impact on the California economy of TIDs and
the associated tourism promotion efforts by regional destination marketing
organizations (DMOs). The analysis finds that TIDs in California generate significant
positive economic impacts for the state’s hospitality industry, the broader economy,
and local and state governments. Annually, the impacts include:
n

$6.4 billion in gross out (business sales), including a total of more
than $1.4 billion in direct hotel spending

n

$2.1 billion in income

n

More than 32,000 direct tourism-related jobs, and a total of nearly
52,000 jobs

n

$463 million in state and local government tax revenues

The elimination of TIDs would produce substantial economic losses to the state.
Over a five-year time horizon cumulative losses would amount to:
n

$33.7 billion in gross output

n

$11.2 billion in income

n

An average of nearly 53,000 jobs

n

$2.4 billion in state and local government tax revenues
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7 About Tourism Economics
Tourism Economics is an Oxford Economics company with a singular objective:
combine an understanding of tourism dynamics with rigorous economics in order to
answer the most important questions facing destinations, developers, and strategic
planners. By combining quantitative methods with industry knowledge, Tourism
Economics designs custom market strategies, destination recovery plans, tourism
forecasting models, tourism policy analysis, and economic impact studies.
Tourism Economics supports more than 200 travel industry clients around the world
each year.
Oxford Economics is one of the world’s leading providers of economic analysis,
forecasts and consulting advice. Founded in 1981 as a joint venture with Oxford
University’s business college, Oxford Economics enjoys a reputation for high quality,
quantitative analysis and evidence-based advice. For this, its draws on its own staff
of 150 highly-experienced professional economists; a dedicated data analysis team;
global modeling tools, and a range of partner institutions in Europe, the US and in
the United Nations Project Link. Oxford Economics has offices in London, Oxford,
Dubai, New York, Philadelphia, and Belfast.
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