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Abstract

The purpose of this research is to investigate a potential consequence related to the 
�����,OOLQRLV�*DPLQJ�7D[�UDWH�UHVWUXFWXULQJ��6SHFL¿FDOO\��GLG�WKH�DVVHVVPHQW�RI�D�KLJKHU�
JDPLQJ�WD[�UDWH�LQ�WKH�VWDWH�RI�,OOLQRLV�QHJDWLYHO\�LPSDFW�SURPRWLRQDO�VSHQGLQJ�E\�DQ�
,OOLQRLV�ULYHUERDW�RSHUDWRU�LQ�DQ�DWWHPSW�WR�OLPLW�UHYHQXHV�DQG�DYRLG�LQFXUULQJ�D�KLJKHU�
WD[�UDWH"�'DWD�ZHUH�FRQWULEXWHG�E\�D�PDMRU�,OOLQRLV�ULYHUERDW�RSHUDWRU�DQG�WKH�UHVHDUFKHUV�
XWLOL]HG�DQ�$XWRUHJUHVVLYH�,QWHJUDWHG�0RYLQJ�$YHUDJH��$5,0$��PHWKRG�IRU�DQDO\VLV�
RI�WKH�GDWD��7KH�¿QGLQJV�GHPRQVWUDWH�WKDW�WKLV�SDUWLFXODU�RSHUDWRU�UHGXFHG�SURPRWLRQDO�
spending when confronted with increases in gaming tax rates. These results suggest that 
legislators have a cause for concern when considering increases in a state’s gaming tax 
UDWH��7KLV�VWXG\�FRQ¿UPV�WKDW�RSHUDWRUV�PD\�UHGXFH�WKHLU�HIIRUW�WR�DWWUDFW�JDPLQJ�YROXPH�
LQ�UHVSRQVH�WR�JDPLQJ�WD[�LQFUHDVHV��DQG�RSHQV�WKH�GRRU�WR�TXHVWLRQLQJ�ZKHWKHU�WKHLU�
EXVLQHVV�YROXPH�LV�GLYHUWHG�HOVHZKHUH�WR�JHQHUDWH�JDPLQJ�UHYHQXHV�DQG�WKH�UHVXOWLQJ�
gaming tax receipts.1

Introduction

2Q�-XO\����������WKH�,OOLQRLV�*DPLQJ�7D[�LQFUHDVHG�WR�D�PD[LPXP�RI�����RQ�DQQXDO�
JDPLQJ�UHYHQXHV�LQ�H[FHVV�RI������PLOOLRQ��$PHULFDQ�*DPLQJ�$VVRFLDWLRQ���������7KLV�
UHSUHVHQWHG�WKH�SHDN�RI�D�JUDGXDO�XSZDUG�WUHQG�LQ�JDPLQJ�WD[DWLRQ�WKDW�EHJDQ�VHYHQ�\HDUV�
DIWHU�,OOLQRLV�OHJDOL]HG�ULYHUERDW�JDPLQJ�LQ�������:KHQ�WKH�VWDWH�¿UVW�OHJDOL]HG�ULYHUERDW�
JDPEOLQJ��FRPPHUFLDO�JDPLQJ�RSHUDWRUV�DJUHHG�WR�DQG�ZHUH�VXEMHFW�WR�D�ÀDW�WD[�UDWH�RI�
����RI�DQQXDO�DGMXVWHG�JURVV�UHFHLSWV��$*5��RU�JDPLQJ�ZLQ��7KH�FRPPHUFLDO�JDPLQJ�
WD[�UDWH�LQLWLDOO\�EHJDQ�WKH�XSZDUG�WUHQG�LQ������ZKHQ�OHJLVODWRUV�GHFLGHG�WR�WUDQVLWLRQ�
IURP�WKH�ÀDW�WD[�WR�D�JUDGXDWHG�UDWH��7KH�JUDGXDWHG�WD[�EHJDQ�DW�����IRU�WKH�ORZHVW�WLHU�
DQG�VWHSSHG�XS�WR�����RI�$*5�IRU�WKH�KLJKHVW�WLHU��7KH�WD[�UHFHLSWV�ZHUH�VXSSOHPHQWHG�
ZLWK�D�WZR�GROODU�DGPLVVLRQ�IHH�SHU�SDWURQ�WKDW�ZDV�VSOLW�EHWZHHQ�WKH�VWDWH�DQG�WKH�ORFDO�
JRYHUQPHQW�VHUYLQJ�DV�WKH�KRVWLQJ�MXULVGLFWLRQ��7KH�QH[W�PDMRU�LQFUHDVH�RFFXUUHG�LQ������
ZKHQ�WKH�WRS�WLHU�ZDV�LQFUHDVHG�WR�����RI�$*5�DQG�WKH�DGPLVVLRQV�WD[�LQFUHDVHG�WR�WKUHH�
GROODUV��7DEOH���GLVSOD\V�WKH�SURJUHVVLRQ�RI�WD[�UDWHV�IURP������WR������

$FNQRZOHGJPHQWV��7KH�DXWKRUV�ZRXOG�OLNH�WR�UHFRJQL]H�WKH�JHQHURXV�DQG�FRQ¿GHQWLDO�
GDWD�FRQWULEXWLRQ�E\�D�PDMRU�FRPPHUFLDO�FDVLQR�RSHUDWRU�LQ�,OOLQRLV��,Q�WKH�LQWHUHVW�RI�
UHVSHFWLQJ�WKH�FRPSDQ\¶V�GHVLUH�WR�SURWHFW�WKHLU�DQRQ\PLW\�DQG�FRPSHWLWLYH�VWUDWHJLHV��
WKH�DXWKRUV�DOVR�DJUHHG�WR�UHIUDLQ�IURP�SXEOLVKLQJ�GHVFULSWLYH�GDWD�WKDW�FRXOG�EH�XVHG�WR�
LGHQWLI\�WKH�VSRQVRU�
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7DEOH����1999 – 2005 Illinois Gaming Tax Rates and Admission Tax
Year Graduated Tax Rate Admissions tax per patron

�����������

2002
�����������
2005

����WR�����RI�JURVV�
gaming revenue (GGR)

����WR�����RI�**5�
����WR�����RI�**5
����WR�����RI�**5

$2

$3
�����
�����

Note.  *DPLQJ�7D[DWLRQ�5DWHV�ZHUH�UHWULHYHG�IURP�,OOLQRLV�*DPLQJ�&RPPLVVLRQ�
$QQXDO�5HSRUWV�IURP������WR������

TKH�FDVLQR�LQGXVWU\�YRFLIHURXVO\�REMHFWHG�WR�WKH������,OOLQRLV�FKDQJHV��LQ�SDUW�
DUJXLQJ�WKDW�WKH�VWDWH�HUURQHRXVO\�EHOLHYHG�WKDW�WKH�JDPLQJ�LQGXVWU\�ZDV�LPPXQH�WR�
JHQHUDOO\�DFFHSWHG�HFRQRPLF�ODZV��7KH�JDPLQJ�LQGXVWU\¶V�VWDNHKROGHUV�KDYH�DUJXHG�WKDW�
lawmakers consider increasing gaming taxes a safe target in an effort to generate state 
UHYHQXHV��*DPLQJ¶V�DGYRFDWHV�EHOLHYH�WKHUH�LV�D�JHQHUDO�PLVFRQFHSWLRQ�WKDW�WKH�LQGXVWU\�
LV�K\SHU�SUR¿WDEOH�FRPSDUHG�WR�RWKHU�EXVLQHVVHV�DQG�LV�FDSDEOH�RI�SD\LQJ�ZKDWHYHU�LV�
QHFHVVDU\�WR�EDODQFH�VWDWH�EXGJHWV��&KULVWLDQVHQ��������

'HVSLWH�WKH�LQGXVWU\�SURWHVW��WKH�WRS�WLHU�RI�WKH�,OOLQRLV�*DPLQJ�7D[�UDWH�ZDV�
LQFUHDVHG�WR�����RQ�-XO\����������$OO�RWKHU�WLHUV��ZLWK�H[FHSWLRQ�RI�WKH�ORZHVW��ZHUH�
DOVR�LQFUHDVHG�E\����WR�������,Q�DGGLWLRQ��WKH�VFKHGXOH�GHWHUPLQLQJ�WKH�DSSOLFDEOH�WD[�
WLHU�ZDV�VKLIWHG�WR�WKH�VWDWH¶V�IDYRU��&DVLQRV�ZLWK�WKH�VDPH�DGMXVWHG�JURVV�UHYHQXH�FRXOG�
ERWK�VKLIW�WR�D�KLJKHU�WLHU�DQG�EH�VXEMHFW�WR�D�KLJKHU�UDWH�ZLWKLQ�HDFK�WLHU��)RU�H[DPSOH��
D�ULYHUERDW�ZLWK�DGMXVWHG�JURVV�UHYHQXHV�RI�MXVW�RYHU�����PLOOLRQ�GROODUV�ZRXOG�SD\�
D�JDPLQJ�WD[�RI�������RI�$*5�LQ������FRPSDUHG�WR�WKH�������RI�$*5�SULRU�WR�WKH�
LQFUHDVH��,I�WKH�ULYHUERDW�UHDFKHG�������PLOOLRQ��WKH�KLJKHU�WD[�UDWH�WRRN�HIIHFW��ZKHUHDV�
SULRU�WR�WKH�LQFUHDVH�LW�GLG�QRW�GR�VR�XQWLO�UHYHQXHV�UHDFKHG�����PLOOLRQ��7DEOH���SURYLGHV�
D�GHWDLOHG�DFFRXQW�RI�WKH�YDULRXV�VWHSV�WR�,OOLQRLV¶�JDPLQJ�WD[�VWUXFWXUH�EHIRUH�DQG�DIWHU�
the 2003 increase.
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7DEOH����Overview of 2003 Illinois Gaming Tax Increase
*DPLQJ�7D[�5DWH�DV�SHUFHQWDJH�RI�$GMXVWHG�*URVV�5HFHLSWV�RU�*DPLQJ�:LQ

2002 ������SRVW�-XO\���
����RI�$*5�XS�WR�DQG�LQFOXGLQJ�����
million
������RI�$*5�LQ�H[FHVV�RI�����PLOOLRQ�
EXW�QRW�H[FHHGLQJ�����PLOOLRQ
������RI�$*5�LQ�H[FHVV�RI�����PLOOLRQ�
EXW�QRW�H[FHHGLQJ�����PLOOLRQ
������RI�$*5�LQ�H[FHVV�RI�����PLOOLRQ�
EXW�QRW�H[FHHGLQJ������PLOOLRQ
������RI�$*5�LQ�H[FHVV�RI������PLOOLRQ�
EXW�QRW�H[FHHGLQJ������PLOOLRQ
����RI�WKH�$*5�LQ�H[FHVV�RI������PLOOLRQ�
EXW�QRW�H[FHHGLQJ������PLOOLRQ
����RI�$*5�LQ�H[FHVV�RI������PLOOLRQ

����RI�$*5�XS�WR�DQG�LQFOXGLQJ�����
million

������RI�$*5�LQ�H[FHVV�RI�����PLOOLRQ�
EXW�QRW�H[FHHGLQJ�������PLOOLRQ
������RI�$*5�LQ�H[FHVV�RI�������PLOOLRQ�
EXW�QRW�H[FHHGLQJ�����PLOOLRQ
������RI�$*5�LQ�H[FHVV�RI�����PLOOLRQ�
EXW�QRW�H[FHHGLQJ�����PLOOLRQ
����RI�$*5�LQ�H[FHVV�RI�����PLOOLRQ�EXW�
not exceeding $100 million
����RI�WKH�$*5�LQ�H[FHVV�RI������PLOOLRQ�
EXW�QRW�H[FHHGLQJ������PLOOLRQ
����RI�$*5�LQ�H[FHVV�RI������PLOOLRQ

Admissions Tax
2002 2003

$3 per patron $3 per patron for licensees that admitted 
fewer than one million persons in the 
SUHYLRXV�FDOHQGDU�\HDU�
����SHU�SDWURQ�IRU�OLFHQVHHV�WKDW�DGPLWWHG�
PRUH�WKDQ�RQH�PLOOLRQ�SHUVRQV�EXW�IHZHU�
than 2.3 million persons in the previous 
FDOHQGDU�\HDU�
$5 per patron for licensees that admitted 
more than 2.3 million persons in the 
SUHYLRXV�FDOHQGDU�\HDU�

Note���*DPLQJ�7D[DWLRQ�5DWHV�ZHUH�UHWULHYHG�IURP�,OOLQRLV�*DPLQJ�&RPPLVVLRQ�
Annual Reports from 2003.

Research indicates that the 2003 Illinois gaming tax rate increase was associated 
ZLWK�GHFUHDVHG�DJJUHJDWH�JDPLQJ�GHPDQG�DFURVV�WKH�,OOLQRLV�ULYHUERDW�PDUNHW��$KOJUHQ��
'DOERU��	�6LQJK���������8VLQJ�UHJUHVVLRQ�PRGHOLQJ��WKH�DXWKRUV�GHPRQVWUDWHG�WKDW�WKH�
WD[�LQFUHDVH�ZDV�DVVRFLDWHG�ZLWK�D������PLOOLRQ�GHFUHDVH�LQ�WKH�VWDWH¶V�VORW�YROXPH��
7KDW�VDLG��WKH�TXHVWLRQ�RI�ZK\�GHPDQG�GHFUHDVHG�ZDV�OHIW�XQDQVZHUHG���5LYHUERDW�
FDVLQR�SDWURQV�GLG�QRW�H[SHULHQFH�WKH�WD[�LQFUHDVH�GLUHFWO\��VLQFH�WKH\�GLG�QRW�SD\�
JDPLQJ�WD[HV�WR�WKH�VWDWH��+RZHYHU��VLQFH�JDPLQJ�SDWURQV�UHGXFHG�WKHLU�YROXPH�
RI�SOD\��RQH�FDQ�VXUPLVH�WKDW�WKH\�ZHUH�DIIHFWHG�LQ�VRPH�ZD\�E\�WKH�FKDQJHV��2QH�
potential explanation for the decrease in gaming demand is that operators withheld or 
decreased their marketing/promotional expenditures in order to reduce revenues. The 
WD[�SROLF\�FUHDWHG�DQ�LQFHQWLYH�WR�UHGXFH�UHYHQXHV��HVSHFLDOO\�IRU�WKH�KLJKHU�SHUIRUPLQJ�
RSHUDWRUV�ZKRVH�UHYHQXHV�TXDOL¿HG�IRU�WKH�����WD[�UDWH��7KH�UHGXFWLRQ�LQ�PDUNHWLQJ�
DQG�SURPRWLRQV�ZRXOG�LPSDFW�FDVLQR�SOD\HU¶V�FOXE�PHPEHUV�ZKR�DUH�DFFXVWRPHG�WR�
UHFHLYLQJ�FRPSOLPHQWDU\�RIIHULQJV�DQG�EHQH¿WV��7KLV�FRXOG�LQGXFH�WKHP�WR�FKRRVH�RWKHU�
RSWLRQV�IRU�WKHLU�HQWHUWDLQPHQW�UHODWHG�GLVFUHWLRQDU\�VSHQGLQJ��&XVWRPHUV¶�UHVSRQVHV�
might include visiting casinos in other states that offer more competitive promotional/
FRPSOLPHQWDU\�SURJUDPV�DQG�RU�HQJDJLQJ�LQ�QRQ�JDPLQJ�HQWHUWDLQPHQW�RIIHULQJV�

'HXWVFK�%DQN�JDPLQJ�DQDO\VW�DQG�MRXUQDOLVW�)DOFRQH������D��SUHGLFWHG�WKDW�WKH�

Impact of the 2003 Illinois Gaming Tax Rate Increase on Marketing Spending



� UNLV Gaming Research & Review Journal � Volume 17 Issue 2

WKUHH�� ERDWV�LQ�WKH�,OOLQRLV�PDUNHWSODFH�WKDW�KDG�WKH�SRWHQWLDO�WR�KLW�WKH����SHUFHQW�
gaming tax threshold would attempt to direct their operations to reduce revenues. He also 
IRUHFDVWHG�WKDW�DOO�RSHUDWRUV�ZRXOG�HQJDJH�LQ�OD\RIIV��UHVWULFW�FRPSV��UHO\�RQ�IHZHU�WDEOH�
JDPHV��DQG�FORVH�DQFLOODU\�IDFLOLWLHV�VXFK�DV�UHVWDXUDQWV�DQG�KRWHOV��)DOFRQH������E��

7KLV�VWXG\�VHHNV�WR�DQVZHU�WKH�TXHVWLRQ���:KDW�ZDV�WKH�PHFKDQLVP�WKDW�GLUHFWO\�
LPSDFWHG�WKH�EHKDYLRU�RI�,OOLQRLV�JDPEOHUV"�$OWKRXJK�WKHUH�DUH�RWKHU�SRWHQWLDO�
H[SODQDWLRQV��WKLV�VWXG\�SRVWXODWHV�WKDW�WKH�FXVWRPHUV�ZHUH�UHDFWLQJ�WR�UHGXFHG�PDUNHWLQJ�
DQG�SURPRWLRQV��7KXV��WKH�UHVHDUFK�TXHVWLRQ�EHFRPHV��'LG�,OOLQRLV�ULYHUERDW�RSHUDWRUV�
change their promotional related comp policies and marketing related expenditures in 
response to gaming tax rate changes?

Literature Review

Illinois Overview

7KH�0LGZHVWHUQ�6WDWH�RI�,OOLQRLV�UDWL¿HG�WKH�5LYHUERDW�*DPEOLQJ�$FW�LQ�)HEUXDU\�RI�
�������,Q�VR�GRLQJ��,OOLQRLV�EHFDPH�WKH�VHFRQG�RI�WKH�8QLWHG�6WDWHV�WR�OHJDOL]H�ULYHUERDW�
JDPEOLQJ��WKH�¿UVW�VWDWH�EHLQJ�,RZD���$GGLWLRQDOO\��WKH�5LYHUERDW�*DPEOLQJ�$FW�FUHDWHG�
WKH�,OOLQRLV�*DPLQJ�%RDUG��ZKLFK�ZDV�LPPHGLDWHO\�DXWKRUL]HG�WR�DZDUG�XS�WR�WHQ�
FRPPHUFLDO�FDVLQR�OLFHQVHV���$SSUR[LPDWHO\�D�\HDU�DQG�D�KDOI�ODWHU�LQ�6HSWHPEHU�RI�������
WKH�¿UVW�ULYHUERDW�LQ�$OWRQ�EHJDQ�RSHUDWLRQ���,OOLQRLV�DZDUGHG�DOO�WHQ�RI�LWV�OLFHQVHV�E\�
�����WR�RSHUDWRUV�LQ�WKH�VXEVHTXHQW�FRPPXQLWLHV���$OWRQ��$XURUD��(DVW�'XEXTXH��(DVW�6W��
/RXLV��(OJLQ��-ROLHW��0HWURSROLV��3HRULD��DQG�5RFN�,VODQG��,OOLQRLV�5LYHUERDW��������

6XSSRUWHUV�RI�WKH�OHJLVODWLRQ�EHOLHYHG�WKDW�ULYHUERDWV�ZRXOG�EULQJ�QXPHURXV�
EHQH¿WV�WR�WKH�VWDWH���7KHVH�EHQH¿WV�LQFOXGHG�VWLPXODWLQJ�WKH�HFRQRPLHV�RI�,OOLQRLV�
ULYHUERDW�WRZQV��JHQHUDWLQJ�WD[�UHYHQXHV��SURPRWLQJ�MRE�JURZWK��DQG�LQFUHDVLQJ�WRXULVP���
6XSSRUWHUV�DOVR�UHFRJQL]HG�WKDW�PXFK�RI�,RZD¶V�DOUHDG\�OHJDO�ULYHUERDW�EXVLQHVV�ZDV�
generated from Illinois residents and were interested in keeping those tax revenues in 
,OOLQRLV��0DUEDFK��������

)LYH�PHPEHUV��DSSRLQWHG�E\�WKH�*RYHUQRU�DQG�DSSURYHG�E\�WKH�6HQDWH��FRPSULVHG�
WKH�,OOLQRLV�*DPLQJ�%RDUG���%HVLGHV�OLFHQVLQJ�ULYHUERDWV��WKH�*DPLQJ�%RDUG�ZDV�WDVNHG�
ZLWK�DGPLQLVWHULQJ�WKH�WD[�FROOHFWLRQ�DQG�WKH�UHJXODWRU\�V\VWHP�IRU�,OOLQRLV�ULYHUERDW�
FDVLQR�RSHUDWLRQV���8OWLPDWHO\�WKH�%RDUG�LV�UHVSRQVLEOH�IRU�VDIHJXDUGLQJ�WKH�LQWHJULW\�RI�
WKH�VWDWH¶V�FRPPHUFLDO�JDPLQJ�RSHUDWLRQV�LQ�SDUW�E\�FRQGXFWLQJ�FULPLQDO�DQG�¿QDQFLDO�
EDFNJURXQG�LQYHVWLJDWLRQV�RQ�DSSOLFDQWV�IRU�FDVLQR�OLFHQVXUH�

Figure 1��������,OOLQRLV�*DPLQJ�7D[DWLRQ�5DWHV�DV�UHSRUWHG�E\�HDFK�ULYHUERDW���$GDSWHG�
from Illinois Gaming Board (2003)  2003 Annual Report
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$�JDPLQJ�OLFHQVH�HQDEOHV�HDFK�ULYHUERDW���RSHUDWRU�LQ�,OOLQRLV�WR�SURYLGH�XS�WR�
������JDPLQJ�SRVLWLRQV��7KH�JDPLQJ�SRVLWLRQV�PD\�EH�FRPSULVHG�RI�D�FRPELQDWLRQ�
RI�HOHFWURQLF�JDPLQJ�GHYLFHV�DQG�WDEOH�JDPHV���7KH�QXPEHU�RI�JDPEOHUV�SOD\LQJ�DW�D�
SDUWLFXODU�ULYHUERDW�LV�GHWHUPLQHG�E\�WKH�QXPEHU�RI�SRVLWLRQV��7KH�SRVLWLRQV�LQ�,OOLQRLV�
are determined in the following manner: positions for electronic device games such as 
VORWV�PDNH�XS����SHUFHQW�RI�WKH�WRWDO�GHYLFHV�RIIHUHG��7KH�UHPDLQGHUV�RI�SRVLWLRQV�DUH�
FRQVXPHG�E\�D�QXPEHU�RI�JDPHV���)RU�H[DPSOH��D�FUDSV�WDEOH�LV�FRQVLGHUHG�WR�KDYH�WHQ�
JDPLQJ�SRVLWLRQV��DQG�WDEOH�JDPHV�XVLQJ�OLYH�GHDOHUV�DUH�FRXQWHG�DV�RIIHULQJ�¿YH�JDPLQJ�
SRVLWLRQV��,OOLQRLV�*DPLQJ�%RDUG�6WDII����������(OHFWURQLF�JDPLQJ�GHYLFHV��(*'¶V��
LQFOXGH�DV�SUHYLRXVO\�PHQWLRQHG�VORWV�EXW�DOVR�9LGHR�/RWWHU\�7HUPLQDOV��9/7¶V���SXOO�WDE�
PDFKLQHV�DQG�YLGHR�SRNHU����$OWKRXJK�LQLWLDOO\�WKH�ULYHUERDWV�ZHUH�REOLJDWHG�WR�FRQGXFW�
FUXLVHV��E\�DPHQGLQJ�WKH�,OOLQRLV�*DPEOLQJ�$FW�LQ�������,OOLQRLV�SHUPLWWHG�RSHUDWRUV�WR�
UHPDLQ�SHUPDQHQWO\�PRRUHG�DW�WKHLU�GRFNVLWHV��,OOLQRLV�5LYHUERDW��������

7KH�,OOLQRLV�5LYHUERDW�*DPLQJ�$FW�GLUHFWO\�H[SUHVVHV�WKDW�WKH�OHJLVODWLYH�LQWHQW�
EHKLQG�WKH�OHJDOL]DWLRQ�RI�FRPPHUFLDO�JDPLQJ�LV�WR�DVVLVW�HFRQRPLF�GHYHORSPHQW��
WR�SURPRWH�WRXULVP��DQG�WR�LQFUHDVH�UHYHQXHV�DYDLODEOH�IRU�DVVLVWLQJ�DQG�VXSSRUWLQJ�
HGXFDWLRQ���7KH�$FW�DOVR�UHFRJQL]HV�WKH�LPSRUWDQFH�RI�SURYLGLQJ�UHJXODWRU\�SURYLVLRQV�WR�
HQVXUH�WKH�FUHGLELOLW\�DQG�PDLQWHQDQFH�RI�SXEOLF�FRQ¿GHQFH�UHODWHG�WR�JDPLQJ�RSHUDWLRQV���
6SHFL¿FDOO\��WKH�UHJXODWRU\�SURFHVV�LV�GHVLJQHG�WR�SURYLGH�RYHUVLJKW�RI�IDFLOLWLHV��SHUVRQV��
associations and practices associated with the operation of commercial gaming facilities  
�,OOLQRLV�5LYHUERDW����������)LJXUH���SURYLGHV�DQ�RYHUYLHZ�RI�WKH�,OOLQRLV�&DVLQR�LQGXVWU\�
VKRZLQJ�WKH�ORFDWLRQ�RI�ULYHUERDWV�

Gaming Taxation

6WDWHV�DGRSW�JDPLQJ�IRU�VHYHUDO�UHDVRQV��JDPLQJ�WD[�UHYHQXHV��SROLWLFDO�IHDVLELOLW\��
LQWUD�VWDWH�FRPSHWLWLYHQHVV��DQG�ORFDO�DQG�VWDWH�HFRQRPLF�GHYHORSPHQW��)XUORQJ���������
,OOLQRLV�DQG�RWKHU�ULYHUERDW�VWDWHV�IROORZHG�WKH�³1HZ�-HUVH\´�PRGHO��ZKHUHE\�JDPLQJ�ZDV�
OHJDOL]HG�ZLWK�WKH�REMHFWLYH�RI�JHQHUDWLQJ�HFRQRPLF�H[SDQVLRQ�LQ�D�VHW�QXPEHU�RI�ORFDOHV�
�1&,6&���������7KH�EHQH¿W�VRXJKW�ZHUH�JURZWK�LQ�HPSOR\PHQW�RSSRUWXQLWLHV��FDSLWDO�
LQYHVWPHQW��WD[�UHYHQXH�DQG�HQKDQFHG�WRXULVP��7D[HV�UDLVHG�IURP�FRPPHUFLDO�JDPLQJ�
are often dedicated to either state or local governments for particular purposes. In the 
FDVH�RI�,OOLQRLV��D�SRUWLRQ�D�SRUWLRQ�RI�FROOHFWHG�JDPLQJ�WD[HV�LV�IXQQHOHG�WR�HGXFDWLRQ�DQG�
another portion goes to local governments serving as host communities;

+RZHYHU��VWDWHV�IROORZLQJ�WKLV�PRGHO�PD\�QRW�GHYHORS�VWUXFWXUHV�WKDW�PD[LPL]H�
UHYHQXHV�IRU�WKH�VWDWH��5HVHDUFK�VXJJHVWV�WKDW�UDLVLQJ�WD[HV�EH\RQG�D�FHUWDLQ�SRLQW�UHGXFHV�
DQQXDO�JDPLQJ�WD[�UHYHQXH�E\�GLPLQLVKLQJ�WKH�PDUJLQDO�UHWXUQ�RQ�UHYHQXH��2]XUXPED�	�
.LP���������7KH�UHVHDUFKHUV�XVHG�D�/DIIHU�FXUYH�WR�LGHQWLI\�WKH�UHYHQXH�PD[LPL]DWLRQ�WD[�
rates for states that host commercial gaming. It was posited that when a tax rate is raised 
EH\RQG�D�FHUWDLQ�WKUHVKROG��RSHUDWRUV�UHVSRQG�E\�UHGXFLQJ�SD\RIIV��DGMXVWLQJ�KRXUV�RI�
RSHUDWLRQ��DQG�GHFUHDVLQJ�VDODULHV��2]XUXPED�	�.LP���������7KH�UHVXOWV�RI�WKH�DQDO\VLV�
LQGLFDWHG�WKDW�WKH�VWDWHV�IHOO�LQWR�RQH�RI�IRXU�FDWHJRULHV��VWDWHV�WKDW�RYHUWD[HG�EXW�ZHUH�
VLPXOWDQHRXVO\�FORVH�WR�UHYHQXH�PD[LPL]LQJ�OHYHO��VWDWHV�WKDW�XQGHU�WD[HG�EXW�ZHUH�FORVH�
WR�UHYHQXH�PD[LPL]LQJ�OHYHOV��DQG�¿QDOO\��VWDWHV�WKDW�XQGHU�WD[HG��,OOLQRLV�ZDV�WKH�ORQH�
VWDWH�WR�RFFXS\�WKH�¿UVW�FDWHJRU\�GHVFULEHG�DV�³RYHUWD[LQJ�VWDWHV´��2]XUXPED�	�.LP��
�������$�VLPLODU�DSSURDFK�ZDV�DSSOLHG�E\�*DUUHWW��������WR�GHWHUPLQH�WKH�RSWLPDO�WD[�UDWH�
WR�PD[LPL]H�UHYHQXHV�JHQHUDWHG�E\�VWDWH�ORWWHULHV����

0RQHWDU\�SROLF\�DQG�¿VFDO�SROLF\�DUH�WKH�WZR�PDLQ�WRROV�RI�PDFURHFRQRPLF�
PDQDJHPHQW��0RQHWDU\�SROLF\��FRQWUROOHG�E\�WKH�FHQWUDO�EDQN��LQÀXHQFHV�WKH�HFRQRP\�
E\�VHWWLQJ�WKH�PRQH\�VXSSO\���)LVFDO�SROLF\�UHIHUV�WR�ERWK�JRYHUQPHQW�H[SHQGLWXUHV�
DQG�WD[DWLRQ��7KLV�UHVHDUFK�UHÀHFWV�WKH�DVSHFW�RI�WD[DWLRQ�¿VFDO�SROLF\�WKDW�WD[�UDWHV�
DUH�WKH�SDUWLDO�GHWHUPLQDQWV�RI�WKH�SULFHV�ZLWK�ZKLFK�ERWK�EXVLQHVVHV�DQG�LQGLYLGXDOV�
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DUH�FRQIURQWHG�LQ�PDUNHWV��,W�LV�YLD�WKLV�UHODWLRQVKLS�WKDW�LQFHQWLYHV�DQG�EHKDYLRU�DUH�
FRUUHODWHG�WR�WD[�UDWHV��6DPXHOVRQ�	�1RUGKDXV��������

$Q�H[DPSOH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WD[DWLRQ�DQG�GHPDQG�ZDV�SURYLGHG�E\�
6DPXHOVRQ�DQG�1RUGKDXV��������E\�UHIHUHQFLQJ�WKH�7D[�5HIRUP�$FW�RI�������7KH�$FW�
LQFOXGHG�D�SURYLVLRQ�PDNLQJ�HTXLSPHQW�PRUH�H[SHQVLYH�RQ�D�UHODWLYH�EDVLV�ZKLFK�LQ�WXUQ�
GHWHUUHG�EXVLQHVVHV�IURP�LQYHVWLQJ�LQ�VXFK�LWHPV���7KH�UHVXOW�RI�WKH�SURYLVLRQ�FRQWULEXWHG�
WR�GHFUHDVHG�EXVLQHVV�LQYHVWPHQW�DQG�ZDV�VKRZQ�WR�KDYH�D�QHJDWLYH�LPSDFW�RQ�*13�

Tax Rate Changes Affecting the Hospitality Industry

,Q�WKH�ORGJLQJ�VHJPHQW��RFFXSDQF\�WD[HV�UHÀHFW�G\QDPLFV�WKDW�DUH�VLPLODU�WR�
JDPLQJ�WD[DWLRQ��2FFXSDQF\�WD[HV�DUH�IXQGV�HPLWWHG�E\�D�ORGJLQJ�FRPSDQ\�WR�D�WD[�
FROOHFWLQJ�DXWKRULW\�VXFK�DV�WKH�/DV�9HJDV�&RQYHQWLRQ�DQG�9LVLWRUV�$XWKRULW\�RU�YDULRXV�
PXQLFLSDOLWLHV��2FFXSDQF\�WD[HV�DUH�VRXUFHG�IURP�D�SHUFHQWDJH�RI�JXHVW�URRP�UHYHQXH�
�1LQHPHLHU��3HUGXH��	�1LQHPHLHU���������5HVHDUFKHUV�DQG�VWDNHKROGHUV�RI�WKH�ORGJLQJ�
LQGXVWU\�KDYH�SURWHVWHG�WKDW�OHJLVODWRUV�ORRNLQJ�WR�JHQHUDWH�UHYHQXHV�RIWHQ�UHO\�RQ�HLWKHU�
LPSOHPHQWLQJ�RU�LQFUHDVLQJ�RFFXSDQF\�WD[HV�GXH�WR�WKH�UHODWLYH�SROLWLFDO�VDIHW\�RI�VXFK�
D�FKDQJH��6LQFH�RFFXSDQF\�UDWHV�SULPDULO\�DIIHFW�RXW�RI�VWDWH�WUDYHOHUV�ZKR�DUH�QRW�
FRQVWLWXHQWV�RI�WKH�OHJLVODWRUV�HQDFWLQJ�WKH�UDWH�LQFUHDVHV��WKH�DVVXPSWLRQ�LV�WKDW�SROLWLFLDQV�
ZLOO�QRW�EH�SXQLVKHG�E\�WKHLU�HOHFWRUDWH��+LHPVWUD�	�,VPDLO���������+RHNVWUD�DQG�,VPDLO�
�������DQDO\]HG�WKH�HIIHFWV�RI�URRP�WD[HV�RQ�YDULRXV�VHJPHQWV�RI�ORGJLQJ�RSHUDWLRQV�LQ�
WKH�8QLWHG�6WDWHV��7KH�UHVHDUFKHUV�FRQFOXGHG�WKDW�WKH�HOLPLQDWLRQ�RI�RFFXSDQF\�WD[HV�RI�
������ZRXOG�UHVXOW�LQ�D�����LQFUHDVH�LQ�RFFXSDQF\�UDWHV��,Q�D�IROORZ�XS�HIIRUW�WKH�VDPH�
UHVHDUFKHUV�GLVFRYHUHG�WKDW�PRVW�RI�WKH�URRP�WD[�LV�ERUQH�E\�JXHVWV�ZLWK�DSSUR[LPDWHO\�
RQH�GROODU�RXW�RI�VHYHQ�EHLQJ�DEVRUEHG�E\�WKH�ORGJLQJ�LQGXVWU\��7KH�LQGXVWU\�LV�DIIHFWHG�
GXH�WR�WKH�UHGXFWLRQ�LQ�WKH�QXPEHU�RI�URRPV�VROG�FRPSDUHG�WR�D�VFHQDULR�ZKHUH�WKH�URRP�
WD[�ZDV�HOLPLQDWHG��+LHPVWUD�	�,VPDLO��������

3UR¿W�0D[LPL]DWLRQ�7KHRU\

3UR¿W�PD[LPL]DWLRQ�LV�WKH�FRQFHSW�WKDW�GHVFULEHV�ZKDW�LV�JHQHUDOO\�DFFHSWHG�DV�RQH�
RI�WKH�SULPDU\�REMHFWLYHV�RI�D�¿UP���3UR¿W�LV�GH¿QHG�DV�WKH�PHDVXUH�RI�WRWDO�UHYHQXH�
RI�D�¿UP�PLQXV�LWV�WRWDO�FRVWV���+HQFH��SUR¿W�PD[LPL]DWLRQ�GHVFULEHV�LGHQWLI\LQJ�D�
OHYHO�RI�RXWSXW�ZKHUH�WKH�GLIIHUHQFH�EHWZHHQ�WRWDO�FRVWV�DQG�UHYHQXHV�LV�WKH�JUHDWHVW�
�%HFNHU����������(YLGHQFH�VXJJHVWV�WKDW�LQGLYLGXDOV�LQ�D�¿UP�GR�QRW�DOZD\V�SXUVXH�SUR¿W�
PD[LPL]LQJ�EHKDYLRUV��LQVWHDG�WKH\�GLUHFW�WKHLU�DFWLRQV�WR�PD[LPL]H�VDOHV��HPSOR\HHV��DQG�
HTXLSPHQW�EH\RQG�SUR¿W�PD[LPL]DWLRQ�LGHDOV��$OFKLDQ����������,W�LV�QRWHZRUWK\�WKDW�WKH�
OLWHUDWXUH�GRHV�QRW�DFFRXQW�IRU�WKH�EHKDYLRU�RI�PDQDJHPHQW�RU�RZQHUV�RI�¿UPV�IDFHG�ZLWK�
disincentives such as a stepped tax structure that rewards reducing revenues.

,Q�WKH�FDVH�RI�WKH�,OOLQRLV�WD[�LQFUHDVH��OHJLVODWRUV�ZHQW�EH\RQG�WKH�PD[LPL]DWLRQ�
SRLQW�DQG�H[SHULHQFHG�GLPLQLVKLQJ�UHWXUQV��,W�KDV�EHHQ�DUJXHG�WKDW�RSHUDWRUV�IDFHG�ZLWK�
DQ�HOHYDWHG�WD[DWLRQ�VFKHGXOH�DGMXVWHG�WKHLU�RSHUDWLRQV�LQ�RUGHU�WR�DYRLG�LQFXUULQJ�WKH�
KLJKHU�WD[�UDWHV��)DOFRQH���������7KH\�GHFUHDVHG�WKHLU�PDUNHWLQJ�EXGJHWV�DQG�FDSLWDO�
H[SHQGLWXUHV�LQ�RUGHU�WR�PDLQWDLQ�SUR¿WDEO\��)DOFRQH���������,QHYLWDEO\��WKHVH�UHGXFWLRQV�
ZHUH�SDVVHG�RQ�WR�FXVWRPHUV�LQ�WKH�IRUP�RI�UHGXFHG�EHQH¿WV�DQG�FRPSV��7KLV�DUJXPHQW�
SURYLGHV�D�UHDVRQDEOH�H[SODQDWLRQ�IRU�WKH�IDLOXUH�RI�WKH�WD[�LQFUHDVH�WR�\LHOG�WKH�H[SHFWHG�
UHWXUQV��KRZHYHU��LW�KDV�QRW�EHHQ�HVWDEOLVKHG�HPSLULFDOO\��6WXGLHV�KDYH�IRXQG�DQ�
LQYHUVH�UHODWLRQVKLS�EHWZHHQ�WD[�UDWHV�DQG�YDULRXV�IDYRUDEOH�LQGLFDWRUV�VXFK�DV�FDSLWDO�
H[SHQGLWXUHV�DQG�HPSOR\HHV��EXW�KDYH�QRW�LQYHVWLJDWHG�WKHLU�UHODWLRQVKLS�ZLWK�PDUNHWLQJ�
�&KULVWLDQVHQ���������7KH�FXUUHQW�UHVHDUFK�HYDOXDWHV�WKLV�UHODWLRQVKLS�XVLQJ�GDWD�IURP�DQ�
,OOLQRLV�FDVLQR�RSHUDWRU�EHIRUH�DQG�DIWHU�WKH�WD[�LQFUHDVH�
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5HVHDUFK�KDV�GHPRQVWUDWHG�WKDW�WKH�,OOLQRLV�WD[�LQFUHDVH�ZDV�IROORZHG�E\�UHGXFHG�
GHPDQG�LQ�WKH�IRUP�RI�JDPLQJ�YROXPH��$KOJUHQ�HW�DO����������DGPLVVLRQV�DQG�UHYHQXHV�
�)DOFRQH���������8VLQJ�D�WLPH�VHULHV�OLQHDU�UHJUHVVLRQ�PRGHO�$KOJUHQ�HW�DO��ZHUH�DEOH�WR�
HVWLPDWH�WKH�PDJQLWXGH�RI�WKLV�GHFOLQH�WR�EH�������PLOOLRQ�SHU�PRQWK���7KHLU�PHWKRGRORJ\�
KDG�WKH�DGYDQWDJH�RI�FRQWUROOLQJ�IRU�RWKHU�YDULDEOHV�WKDW�FRXOG�DIIHFW�GHPDQG��DQG�XVLQJ�
$5,0$�PRGHOLQJ�WR�HOLPLQDWH�SUREOHPDWLF�DXWRFRUUHODWLRQ��$�VLPLODU�PHWKRG�KDV�EHHQ�
XVHG�WR�HYDOXDWH�WKH�LPSDFW�RI�RWKHU�JRYHUQPHQW�UHJXODWLRQV�RQ�JDPLQJ�GHPDQG��5HSHWWL��
�������6WXGLHV�KDYH�IRXQG�WKDW�D�VPRNLQJ�EDQ�VLJQL¿FDQWO\�UHGXFHG�JDPLQJ�UHYHQXHV�
�*DUUHWW�	�3DNNR��/DO�	�6LDKSXVK��������3DNNR��������7KDOKHLPHU�	�$OL������D��LQ�
VHYHUDO�MXULVGLFWLRQV�LQFOXGLQJ�,OOLQRLV��*DUUHWW�	�3DNNR���������*RYHUQPHQW�LPSRVHG�
EHWWLQJ�OLPLWV�DQG�ERDUGLQJ�KRXUV�ZHUH�QHJDWLYHO\�UHODWHG�WR�JDPLQJ�UHYHQXH��7KDOKHLPHU�
	�$OL������E���ZKLOH�DQ�LQFUHDVH�WR����KRXU�RSHUDWLRQV�GLG�QRW�LQFUHDVH�UHYHQXH��1LFKROV��
�������7KH�FXUUHQW�VWXG\�XVHV�WKH�$5,0$�DSSURDFK�WKDW�KDV�EHHQ�VXFFHVVIXOO\�DSSOLHG�
in other gaming legislation contexts to evaluate the impact of the Illinois tax increase on 
marketing expenditures.

Hypotheses

,W�LV�K\SRWKHVL]HG�WKDW�WKH�UHVWUXFWXULQJ�RI�WKH�,OOLQRLV�*DPLQJ�7D[�LQ������FDXVHG�D�
QHJDWLYH�UHDFWLRQ�LQ�PDUNHWLQJ�VSHQGLQJ�E\�D�FRPPHUFLDO�JDPLQJ�RSHUDWRU�LQ�WKH�VWDWH�RI�
,OOLQRLV��7KH�WHUP�³���������WD[�DQG�RYHUDOO�WD[�UHVWUXFWXULQJ´�UHSUHVHQWV�WKH�SUHGLFWRU�RU�
LQGHSHQGHQW�YDULDEOH�IRU�WKH�JDPLQJ�WD[�UDWH�FKDQJH�

7KH�QXOO�K\SRWKHVLV�VWDWHV�WKDW�PDUNHWLQJ�FRQVWDQW�E\�WKH�VSRQVRULQJ�FRPSDQ\�
spending increased or remained constant during the Illinois tax restructuring.  The null is 
H[SUHVVHG�E\�WKH�HTXDWLRQ�

 H0:��&RHI¿FLHQW�RI�³�����,OOLQRLV�*DPLQJ�7D[�5HVWUXFWXULQJ´� !��

7KH�UHVHDUFK�K\SRWKHVLV�SUHGLFWV�WKDW�WKHUH�ZRXOG�EH�D�GHFUHDVH�LQ�PDUNHWLQJ�
VSHQGLQJ�E\�WKH�VSRQVRULQJ�FRPSDQ\�DIWHU�WKH�,OOLQRLV�WD[�UHVWUXFWXULQJ�

 H1���&RHI¿FLHQW�RI�³�����,OOLQRLV�*DPLQJ�7D[�5HVWUXFWXULQJ´����

Methodology

Data Collection

6HFRQGDU\�GDWD�IRU�WKLV�VWXG\�ZDV�SURYLGHG�E\�RQH�PDMRU�ULYHUERDW�RSHUDWRU�LQ�WKH�
&KLFDJRODQG�DUHD�RI�,OOLQRLV���7KHVH�GDWD�ZHUH�VRXUFHG�IURP�WKH�FRPSDQ\¶V�LQWHUQDO�
UHFRUGV�RYHU�D�VHYHQ�\HDU�SHULRG�IURP�-DQXDU\�������WKURXJK�'HFHPEHU��������7KH�
SURSHUW\�FRPSHWHV�ZLWK�VHYHUDO�RWKHU�FDVLQRV�LQ�UHODWLYH�FORVH�SUR[LPLW\���7KH�SDUWLFXODU�
ULYHUERDW�FDVLQR�ZKLFK�WKH�VWXG\�H[DPLQHV�SULPDULO\�VHUYHV�D�FXVWRPHU�WKDW�OLYHV�
ZLWKLQ�FRQYHQLHQW�GULYLQJ�GLVWDQFH�WR�WKH�ORFDWLRQ�DQG�ZKR�LV�W\SLFDOO\�UHIHUUHG�WR�DV�D�
³ORFDO����7KH�ULYHUERDW�FRXOG�DOVR�EH�DFFXUDWHO\�FODVVL¿HG�DV�D�UHSHDWHU�PDUNHW�FDVLQR��
WKDW�LV��D�FDVLQR�ZKLFK�IHDWXUHV�D�FRQFHQWUDWLRQ�RI�SDWURQV�WKDW�DUH�FKDUDFWHUL]HG�E\�WKHLU�
IUHTXHQW�YLVLWDWLRQ���7\SLFDO�RI�,OOLQRLV�ULYHUERDW�FRPPHUFLDO�JDPLQJ�RSHUDWLRQV��WKH�
FDVLQR�JHQHUDWHV�RYHU�����RI�LWV�DGMXVWHG�JURVV�UHYHQXH�IURP�WKH�ZDJHUV�RI�VORW�SOD\HUV���
0DUNHWLQJ�FRVWV�DV�D�SHUFHQWDJH�RI�DGMXVWHG�JURVV�UHYHQXHV�IRU�WKH�RSHUDWRU�DYHUDJHG�
������EHIRUH�DQG�DIWHU�WKH�WD[�LQFUHDVH�DQG�IHOO�WR�������GXULQJ�WKH�SHULRG�WKDW�WKH\�
higher rate was in effect.

Data Analysis

7KH�WLPH�VHULHV�UHJUHVVLRQ�DQDO\VLV��VHH��IRU�H[DPSOH��%RZHUPDQ�HW�DO���������ZDV�
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FRQGXFWHG�XVLQJ�5��5�&RUH�7HDP���������DQ�RSHQ�VRXUFH�VWDWLVWLFDO�VRIWZDUH�SDFNDJH���
7KH�K\SRWKHVHV�ZHUH�¿UVW�H[DPLQHG�E\�VLPXOWDQHRXV�PXOWLSOH�UHJUHVVLRQ�DW�WKH������DOSKD�
OHYHO���'XH�WR�WKH�OLNHOLKRRG�RI�VHULDO�FRUUHODWLRQ�LQ�WLPH�VHULHV�KRVSLWDOLW\�GDWD�VHWV��WKH�
residuals were tested.    

$V�PHQWLRQHG�DERYH��WKH�DQDO\VLV�EHJDQ�ZLWK�¿WWLQJ�D�VLPXOWDQHRXV�OLQHDU�UHJUHVVLRQ��
WR�D�VLQJOH�GHSHQGHQW�YDULDEOH�RU�UHVSRQVH�YDULDEOH��<��DV�D�IXQFWLRQ�RI�VHYHUDO�
LQGHSHQGHQW�RU�SUHGLFWRU�YDULDEOHV��[��

)RU�WKH�PDLQ�UHVHDUFK�TXHVWLRQ�LQYHVWLJDWLQJ�D�VLQJOH�,OOLQRLV�FDVLQR¶V�PDUNHWLQJ�
VSHQGLQJ��WKH�UHJUHVVLRQ�PRGHO�FDQ�EH�H[SUHVVHG�DV���

<W� �ȕ0�ȕ1J�W����ȕ2)HE���ȕ30DU���ȕ�$SU���ȕ50D\���ȕ�-XQH���ȕ�-XO\���ȕ�Aug + 
ȕ�6HSW���ȕ102FW���ȕ111RY���ȕ12'HF���ȕ13���WD[���Ht

where Yt  �PDUNHWLQJ�VSHQGLQJ�E\�VSRQVRULQJ�ULYHUERDW�RSHUDWRU�

,Q�WKH�UHJUHVVLRQ�PRGHO��WKH�XQNQRZQ�SDUDPHWHUV�ZHUH�IRXQG�E\�PLQLPL]LQJ�WKH�
HUURU�RI�WKH�VXP�RI�VTXDUHV���7KH�UHJUHVVLRQ�HTXDWLRQ�GHVFULEHV�WKH�DYHUDJH�YDOXH�RI�\�
when the predictors are set at (X1�;2�««��;n).

$�ELQDU\�RU�GXPP\�YDULDEOH�ZDV�XVHG�LQ�WKH�PRGHO�WR�UHSUHVHQW�WKH�����WD[�OHYHO�
DQG�WKH�RYHUDOO������,OOLQRLV�WD[�UHVWUXFWXULQJ� �^��LI�SHULRG�ZLWK�WD[�KLNH����RWKHUZLVH`���
$GGLWLRQDOO\��WKH�³J�W�´�YDULDEOH�UHSUHVHQWHG�WKH�WUHQG�FRPSRQHQW�ZKLFK�LV�XVHG�LQ�D�
WLPH�VHULHV�UHJUHVVLRQ�DQDO\VLV�WR�GH�WUHQG�WKH�GDWD��L�H���FRQYHUW�WKH�WLPH�VHULHV�LQWR�D�¿UVW�
RUGHU�VWDWLRQDU\�SURFHVV��ZKLFK�LV�UHTXLUHG�IRU�$5,0$�PRGHOLQJ����7KH�PRQWKV�)HEUXDU\��
'HFHPEHU�ZHUH�WUHDWHG�DV�VHDVRQDO�GXPP\�YDULDEOHV���)RU�H[DPSOH���^��LI�SHULRG�W�LV�
)HEUXDU\����RWKHUZLVH`��7KHVH�³FRQWURO�YDULDEOHV´�FRUUHVSRQG�WR�WKRVH�XVHG�LQ�RWKHU�
UHVHDUFK�WKDW�HYDOXDWHV�WKH�LPSDFW�RI�D�VLQJOH�HYHQW�LQ�WLPH��UHSUHVHQWHG�E\�D�GXPP\�
YDULDEOH��RQ�JDPLQJ�SHUIRUPDQFH��H�J��$KOJUHQ�HW�DO���������/XFDV�	�7DQIRUG����������

,Q�WLPH�VHULHV�UHJUHVVLRQ�PRGHOLQJ��UHVLGXDOV�VKRXOG�EH�WHVWHG�IRU�DXWRFRUUHODWLRQ��
$XWRFRUUHODWLRQ�RFFXUV�ZKHQ�HUURU�WHUPV�DUH�QRW�UDQGRP�DQG�SRVLWLYH�WHUPV�WHQG�WR�EH�
IROORZHG�E\�SRVLWLYH�WHUPV�DQG�QHJDWLYH�WHUPV�WHQG�WR�EH�IROORZHG�E\�QHJDWLYH�WHUPV����,Q�
WKH�SUHVHQFH�RI�DXWRFRUUHODWLRQ��WKH�W�WHVWV�IRU�VLJQL¿FDQFH�RI�UHJUHVVLRQ�FRHI¿FLHQWV�DUH�
WKHRUHWLFDOO\�LQFRUUHFW��LQ�DGGLWLRQ��WKH�SUHGLFWLYH�YDOXH�RI�WKH�PRGHO�LV�FRPSURPLVHG�

%HFDXVH�RI�WKH�VHDVRQDO�QDWXUH�RI�KRVSLWDOLW\�DQG�JDPLQJ��LW�LV�RIWHQ�QHFHVVDU\�WR�
LQFOXGH�D�VHDVRQDO�FRPSRQHQW�LQ�WKH�WLPH�VHULHV�UHJUHVVLRQ�PRGHO��(LVHQGUDWK��%HUQKDUG��
/XFDV��	�0XUSK\��������$KOJUHQ�HW�DO���������/XFDV�	�7DQIRUG����������2QH�PHWKRG�RI�
DGGUHVVLQJ�VHDVRQDOLW\�LV�WKURXJK�WKH�XVH�RI�GXPP\�YDULDEOHV�DV�GHVFULEHG���7KH�PDLQ�
DGYDQWDJH�RI�LQFOXGLQJ�WKH�GXPP\�YDULDEOH�DSSURDFK�LV�WKDW�LW�UHVXOWV�LQ�D�UHJUHVVLRQ�
HTXDWLRQ�WKDW�YLVLEO\�UHYHDOV�WKH�LPSDFW�RI�VWDWLVWLFDOO\�VLJQL¿FDQW�VHDVRQDO�WUHQG�
DQG�WKH�LPSDFW�RI�WKH�SUHGLFWRU�YDULDEOH�VLPXOWDQHRXVO\���(UURU�WHUPV�ZHUH�DVVHVVHG�
JUDSKLFDOO\�IRU�DXWRFRUUHODWLRQ�E\�DQDO\]LQJ�DXWRFRUUHODWLRQ�IXQFWLRQ�FKDUW�DQG�WKH�SDUWLDO�
DXWRFRUUHODWLRQ�FKDUW�LI�ZDUUDQWHG����,I�DXWRFRUUHODWLRQ�LV�D�VLJQL¿FDQW�IDFWRU��WKHQ�WKH�
FRUUHFW�SURFHGXUH�LV�WR�FRQWLQXH�WKH�DQDO\VLV�ZLWK�DXWRUHJUHVVLYH�DQG�RU�PRYLQJ�DYHUDJH�
terms in order to address the autocorrelation and hence the violation of the assumption 
WKDW�HUURU�WHUPV�DUH�LQGHSHQGHQW�DQG�QRUPDOO\�GLVWULEXWHG�ZLWK�PHDQ���DQG�D�FRPPRQ�
unknown variance sigma squared.  Diagnostic tests for serial correlation determined that 
the residuals from the regression model were autocorrelated and therefore an ARIMA 
DQDO\VLV�ZDV�XVHG���)XUWKHU�GLDJQRVWLF�WHVWV�ZHUH�SHUIRUPHG�RQ�UHVLGXDOV�IURP�UHJUHVVLRQ�
$5,0$�PRGHO�WR�FRQ¿UP�WKDW�WKH�¿QDO�UHVLGXDOV�ZHUH�QRW�DXWRFRUUHODWHG�
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Results

)LJXUH���GHVFULEHV�WKH�PDUNHWLQJ�H[SHQGLWXUHV�RI�WKH�FRQWULEXWLQJ�,OOLQRLV�
RSHUDWRU�IURP�WKH�\HDUV������WR��������7KH�VHYHUH�GURS�GHSLFWHG�LQ�WKH�JUDSK�RFFXUV�
DW�PRQWK����DQG�UHSUHVHQWV�-XO\������ZKLFK�LV�WKH�PRQWK�WKH�,OOLQRLV�*DPLQJ�7D[�
was altered.  The graph also suggests different rates of growth or trend prior to the 
���PRQWK�LQWHUYHQWLRQ��LQGLFDWLQJ�WKH�SUHVHQFH�RI�LQWHUDFWLRQ�EHWZHHQ�WKH�GXPP\�WD[�
LQFUHDVH�YDULDEOH�DQG�WKH�WUHQG�FRPSRQHQW����7KLV�JUDSKLFDO�UHSUHVHQWDWLRQ�VXSSRUWV�
ERWK�WKH�LQFOXVLRQ�RI�DQ�DGGLWLRQDO�WUHQG�YDULDEOH�DQG�WKH�LQWHUYHQWLRQ�YDULDEOH�DW�
PRQWK����

Figure 2. �0DUNHWLQJ�VSHQGLQJ�RI�WKH�ULYHUERDW�RSHUDWRU�EHIRUH�DQG�DIWHU�WKH������
JDPLQJ�WD[�UHVWUXFWXULQJ��PRQWK�����LQ�,OOLQRLV��

7KH�DYHUDJH�PRQWKO\�SURPRWLRQDO�H[SHQVH�IRU�WKH�FRQWULEXWLQJ�ULYHUERDW�
RSHUDWRU�EHWZHHQ�-DQXDU\������DQG�'HFHPEHU�������ZDV�������������ZLWK�D�
VWDQGDUG�GHYLDWLRQ�RI�����������

7DEOH���SUHVHQWV�WKH�¿QDO�SUHGLFWRU�YDULDEOHV�WKDW�ZHUH�WKHQ�LQFRUSRUDWHG�LQWR�WKH�
$5,0$�PRGHO���,Q�DGGLWLRQ��PXOWLFROOLQHDULW\�ZDV�WHVWHG�E\�DVVHVVLQJ�WKH�YDULDQFH�
LQÀDWLRQ�IDFWRUV��9,)��RI�HDFK�SUHGLFWRU�YDULDEOH�DQG�DV�VXFK��ZDV�QRW�GHHPHG�WR�EH�
an issue.

Impact of the 2003 Illinois Gaming Tax Rate Increase on Marketing Spending
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7DEOH����6XPPDU\�RI�)LQDO��,QVLJQL¿FDQW�9DULDEOHV�5HPRYHG��0XOWLSOH�/LQHDU�
Regression Analysis to Estimate Effect of the 2003 Illinois Gaming Tax Restructuring on 
3URPRWLRQDO�6SHQGLQJ�RI�,OOLQRLV�5LYHUERDW�2SHUDWRU

9DULDEOH B SE B W�YDOXH 3�YDOXH 9,)
Intercept
-XO\
2003 Tax 
Increase

&XELF�7UHQG
Interaction 
of Trend  and 
Tax Increase
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0.000
�����
0.000

0.000
0.000

1.01
3.12

1.01
3.13

6XEVHTXHQWO\��WKH�PRGHO�ZDV�DVVHVVHG�IRU�DXWRFRUUHODWLRQ�E\�SORWWLQJ�WKH�UHVLGXDOV�RQ�
ERWK�WKH�DXWRFRUUHODWLRQ�IXQFWLRQ��$&)��DQG�WKH�SDUWLDO�DXWRFRUUHODWLRQ�IXQFWLRQ��3$&)��
PDSV�VKRZQ�LQ�)LJXUH�����6SLNHV�DW�ODJ�RQH�RQ�ERWK�PDSV�LQGLFDWHG�WKDW�DXWRFRUUHODWLRQ�
ZDV�D�IDFWRU���$XWRFRUUHODWLRQ�ZDV�DGGUHVVHG�E\�¿WWLQJ�DQ�$5,0$���������ZLWK�
LQGHSHQGHQW�YDULDEOHV���7KH�UHVXOWV�RI�WKH�$5,0$���������DUH�SUHVHQWHG�LQ�7DEOH���

Figure 3. �,QLWLDO�DXWRFRUUHODWLRQ�DQG�SDUWLDO�DXWRFRUUHODWLRQ�SORWV�RI�UHVLGXDOV�IURP�¿QDO�
UHJUHVVLRQ�DQDO\VLV�HVWLPDWLQJ�WKH�HIIHFW�RI�WKH������,OOLQRLV�*DPLQJ�7D[�UHVWUXFWXULQJ�RQ�
WKH�SURPRWLRQDO�VSHQGLQJ�RI�DQ�,OOLQRLV�ULYHUERDW�RSHUDWRU�
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7DEOH����Summary of ARIMA to Estimate Effect of the 2003 Illinois Gaming Tax 
5HVWUXFWXULQJ�RQ�3URPRWLRQDO�6SHQGLQJ�RI�,OOLQRLV�5LYHUERDW�2SHUDWRU

9DULDEOH B SE B W�YDOXH 3�YDOXH
-XO\
2003 Tax 
Increase

&XELF�7UHQG
Interaction 
of Trend  and 
Tax Increase

MA1

���������
����������
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���������
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����
�����

����
����

����

�����
0.000

0.000
0.000

0.000

Note. $,&� ���������

The ARIMA model estimating the effect of the 2003 Illinois Gaming Tax 
UHVWUXFWXULQJ�RQ�SURPRWLRQDO�VSHQGLQJ��IRXQG�IRXU�YDULDEOHV�WKDW�ZHUH�VLJQL¿FDQW�
DW�WKH�����DOSKD�OHYHO���&XELF�WUHQG�ZDV�D�VLJQL¿FDQW�FRPSRQHQW�RI�WKH�¿QDO�
PRGHO�DV�SURPRWLRQDO�VSHQGLQJ�LQFUHDVHG�E\����������RQ�D�PRQWKO\�EDVLV���,Q�
DGGLWLRQ��-XO\�ZDV�FKDUDFWHUL]HG�E\�D����������LQFUHDVH�LQ�SURPRWLRQDO�VSHQGLQJ���
7KH�LQWHUDFWLRQ�EHWZHHQ�WUHQG�DQG�WKH�WD[�LQFUHDVH�ZDV�DOVR�VLJQL¿FDQW����7KH�
UHVXOWV�ZHUH�DJDLQ�DVVHVVHG�IRU�DXWRFRUUHODWLRQ�E\�DVVHVVLQJ�WKH�UHVLGXDOV�IURP�
WKH�$5,0$�SORWWHG�RQ�ERWK�WKH�DXWRFRUUHODWLRQ�IXQFWLRQ��$&)��DQG�WKH�SDUWLDO�
DXWRFRUUHODWLRQ�IXQFWLRQ��3$&)��PDSV�����7KH�$&)�DQG�3$&)�SORWV�FRQ¿UPHG�WKDW�
WKH�VSLNHV��DW�DOO�ODJV��ZHUH�QRW�VLJQL¿FDQW�

Final Illinois Promotional Spending Results

7KH�RPQLEXV�)�VWDWLVWLF�ZDV�VLJQL¿FDQW�DW�WKH�����DOSKD�OHYHO��)� ������ZLWK�
GI� ������DQG�S����������7KH�PRGHO�SURGXFHG�DQ�5��RI�����DQG�DQ�DGMXVWHG�5��
RI�������7KH�QXOO�K\SRWKHVLV�RI�QR�OLQHDU�UHODWLRQVKLS�ZDV�UHMHFWHG�LQ�WKLV�PRGHO���
6XSSRUWLQJ�WKH�PDLQ�K\SRWKHVLV���WKH�UHVWUXFWXULQJ�RI�WKH�,OOLQRLV�*DPLQJ�7D[�LQ�
�����LV�DVVRFLDWHG�ZLWK�D�VLJQL¿FDQW�DQG�QHJDWLYH�HIIHFW�RQ�PDUNHWLQJ�VSHQGLQJ�
E\�D�FRPPHUFLDO�JDPLQJ�RSHUDWRU�LQ�WKH�VWDWH�RI�,OOLQRLV��W� �������ZLWK�GI� ����
DQG�S����������7KH�FKDQJH�LQ�WKH�,OOLQRLV�*DPLQJ�7D[�LQ�-XO\�RI������UHVXOWHG�LQ�D�
���������GHFUHDVH�LQ�SURPRWLRQDO�VSHQGLQJ�E\�ULYHUERDW�FRQWULEXWLQJ�WKH�GDWD�IRU�
WKLV�VWXG\���7KH�PRYLQJ�DYHUDJH��0$��WHUPV�DSSHDUV�LQ�WKH�UHVXOWV�RI�WKH�PRGHO�
DQG�ZDV�LQFRUSRUDWHG�WR�FRXQWHUDFW�WKH�ELDVLQJ�HIIHFWV�RI�VHULDO�FRUUHODWLRQ�HYLGHQW�
LQ�WKH�HUURU�WHUPV��$Q�$5,0$���������ZLWK�LQGHSHQGHQW�YDULDEOHV�VHHPHG�WR�
SURYLGH�EHWWHU�$&)�3$&)���1H[W�/MXQJ�%R[�WHVWV�ZHUH�UXQ�RQ�UHVLGXDOV�IURP�WKH�
$5,0$���������IRU�ODJV���������7KH�VPDOOHVW�3�YDOXH�RYHU����ODJV�ZDV������!������
KHQFH�LW�ZDV�FRQFOXGHG�WKDW�WKH�WLPH�VHULHV�UHJUHVVLRQ�PRGHO�ZLWK�$5,0$���������
WHUP�\LHOGHG�XQFRUUHODWHG�UHVLGXDOV�

Discussion

7KH�DQDO\VLV�VXSSRUWHG�WKH�K\SRWKHVLV�WKDW�WKH������,OOLQRLV�*DPLQJ�7D[�
UHVWUXFWXULQJ¶V�VLJQL¿FDQWO\�UHGXFHG�SURPRWLRQDO�VSHQGLQJ�RI�DQ�,OOLQRLV�ULYHUERDW�
RSHUDWRU���7KH�¿QDO�PRGHO�UHMHFWHG�WKH�QXOO�K\SRWKHVLV�DQG�LQ�GRLQJ�VR�H[SODLQHG�
RYHU�����RI�WKH�YDULDQFH�LQ�WKH�GHSHQGHQW�YDULDEOHV��DQG�GHPRQVWUDWHG�WKDW�WKH�
JDPLQJ�WD[�LQFUHDVH�UHVXOWHG�LQ�D����������GHFUHDVH�LQ�PRQWKO\�SURPRWLRQDO�
VSHQGLQJ�E\�WKH�ULYHUERDW�RSHUDWRU���7KH�PRGHO�DOVR�VXJJHVWHG�WKDW�VHDVRQDOLW\�ZDV�
D�IDFWRU��ZLWK�WKH�PRQWK�RI�-XO\�EULQJLQJ�DQ����������LQFUHDVH�LQ�WKH�RSHUDWRU¶V�

Impact of the 2003 Illinois Gaming Tax Rate Increase on Marketing Spending



12 UNLV Gaming Research & Review Journal � Volume 17 Issue 2

SURPRWLRQDO�H[SHQGLWXUHV���)LQDOO\��WKH�PRGHO�LQGLFDWHG�WKH�SUHVHQFH�RI�D�WUHQG�DV�ZHOO�DV�
DQ�LQWHUDFWLRQ�EHWZHHQ�WKH�RYHUDOO�WUHQG�DQG�WKH�WD[�UHVWUXFWXULQJ�

7KH�¿QGLQJV�DUH�JHQHUDOO\�VXSSRUWLYH�RI�SUR¿W�PD[LPL]DWLRQ�WKHRU\���0DQDJHUV�RI�
WKH�,OOLQRLV�ULYHUERDW�DSSHDU�WR�KDYH�ZLWKGUDZQ�SURPRWLRQDO�DQG�FRPSOLPHQWDU\�RIIHULQJV�
in response to the 2003 gaming increase.  Despite the marginal nature of the gaming 
WD[��LW�PXVW�EH�UHPHPEHUHG�WKDW�JDPLQJ�WD[HV�DUH�DVVHVVHG�GLUHFWO\�RQ�DGMXVWHG�JURVV�
UHYHQXHV���7KHUHIRUH��WKH�RSHUDWRU�PXVW�FRYHU�DOO�¿[HG�DQG�YDULDEOH�H[SHQVHV�UHODWHG�WR�
WKH�RSHUDWLRQ�DIWHU�WKH�VWDWH�UHFHLYHV�LWV�SRUWLRQ�ZKLFK�UHDFKHG����FHQWV�RI�HYHU\�GROODU�
WKH�FDVLQR�JHQHUDWHG�LQ�UHYHQXHV�DW�WKH�KLJKHVW�,OOLQRLV�JDPLQJ�WD[�UDWH���7KHUHIRUH��
LQ�DQ�HIIRUW�WR�PD[LPL]H�SUR¿WV��DQ�RSHUDWRU�PD\�FRQFOXGH�WKDW�DFWXDOO\�GLVFRXUDJLQJ�
DGGLWLRQDO�UHYHQXHV�LQ�RUGHU�WR�SURKLELW�WKH�DWWDLQPHQW�RI�UHYHQXH�WRWDOV�WKDW�ZRXOG�LQFXU�
WKH�KLJKHU�UDWH�LV�LQ�PDQDJHPHQW¶V�EHVW�LQWHUHVW���7KH�UHVXOWV�RI�WKH�DQDO\VLV�FRPELQHG�
ZLWK�FRQ¿GHQWLDO�LQWHUYLHZV�ZLWK�WKH�H[HFXWLYH�PDQDJHPHQW�DQG�PDUNHWLQJ�VWDII�RI�
WKH�FRQWULEXWLQJ�ULYHUERDW�RSHUDWRU�VXJJHVW�WKDW�LW�DSSHDUV�DV�LI�PDQDJHPHQW�PD\�KDYH�
DGRSWHG�WKLV�DSSURDFK���,W�VKRXOG�EH�QRWHG�WKDW�RWKHU�SRVVLEOH�H[SODQDWLRQV�IRU�WKH�
GHFUHDVH�LQ�JDPLQJ�GHPDQG�EHVLGHV�WKH�UHGXFWLRQ�LQ�PDUNHWLQJ�VSHQG�DUH�SODXVLEOH���)RU�
H[DPSOH��LW�LV�SRVVLEOH�WKDW�RSHUDWRUV�LQ�QHLJKERULQJ�VWDWHV�LPSURYHG�WKHLU�VHUYLFH�GHOLYHU\�
or adopted a game mix that was more attractive to customers.  

Implications

7KH�¿QGLQJV�RI�WKLV�VWXG\�DUH�VLJQL¿FDQW�IRU�OHJLVODWRUV�FRQVLGHULQJ�WKH�OHJDOL]DWLRQ�
RI�FRPPHUFLDO�JDPLQJ�DV�ZHOO�DV�IRU�VWDWH�JRYHUQPHQWV�FRQVLGHULQJ�DGMXVWPHQWV�WR�
gaming tax rates.  Gaming tax rates are shown to impact the promotional effort that 
RSHUDWRUV�H[HUW�LQ�WKH�LQWHUHVW�RI�GUDZLQJ�SDWURQV�DQG�JHQHUDWLQJ�UHYHQXHV���/HJLVODWRUV�
ZRXOG�EH�ZLVH�WR�UHFRJQL]H�WKDW�WKH�JDPLQJ�WD[HV�WKH\�FROOHFW�DUH�SURGXFHG�LQ�SDUW�YLD�WKH�
marketing efforts of their operators and tax structures that serve as a disincentive to the 
RSHUDWRU�KDYH�WKH�SRWHQWLDO�WR�LPSDFW�WKH�VWDWH¶V�EXGJHW���

7KH�LPSOLFDWLRQV�RI�WKH�¿QGLQJV�IRU�ERWK�RSHUDWRUV�DQG�VWDWH�JRYHUQPHQW�DUH�
XQFOHDU�LQ�WZR�UHVSHFWV���'R�JDPLQJ�FXVWRPHUV�GLVDSSRLQWHG�E\�UHGXFHG�SURPRWLRQV�DQG�
complimentaries take their gaming wallet across state lines?  Do operators in surrounding 
VWDWHV�UHDFW�LQ�D�SUHGDWRU\�PDQQHU�DQG�LQFUHDVH�SURPRWLRQDO�VSHQGLQJ�LQ�WKH�HIIRUW�WR�
HQFRXUDJH�FURVV�VWDWH�VXEVWLWXWLRQ"��,I�WKH�¿UVW�VFHQDULR�ZDV�VKRZQ�WR�EH�WUXH��WKHQ�
Illinois’ gaming tax rate increase resulted in an increase in the collection of gaming taxes 
IRU�VXUURXQGLQJ�VWDWHV����)XUORQJ��������VWDWHG�WKDW�WZR�RI�WKH�PDLQ�UHDVRQV�VWDWHV�OHJDOL]H�
FRPPHUFLDO�JDPLQJ�DUH�WKH�FROOHFWLRQ�RI�JDPLQJ�WD[HV�DQG�LQWHU�VWDWH�FRPSHWLWLYHQHVV����
,I�)XUORQJ¶V�WZR�MXVWL¿FDWLRQV�DUH�DVVXPHG�WR�EH�LQ�D�VWDWH¶V�EHVW�LQWHUHVW�LW�LV�WKHQ�ORJLFDO�
to conclude that a gaming tax rate increase of the magnitude that Illinois implemented in 
�����LV�QRW�LQ�WKHLU�EHVW�LQWHUHVW���)XWXUH�UHVHDUFK�LV�QHFHVVDU\�WR�FODULI\�WKLV�TXHVWLRQ�

Limitations 

A limitation of this research is the collection of data from a single Illinois operator.  
7KLV�LV�LQ�SDUW�D�UHÀHFWLRQ�RI�WKH�LQKHUHQW�GLI¿FXOW\�RI�REWDLQLQJ�GDWD�IURP�FRPPHUFLDO�
JDPLQJ�RSHUDWRUV��ZKR�DUH�W\SLFDOO\�H[WUHPHO\�UHOXFWDQW�WR�VKDUH�GDWD�RXWVLGH�RI�WKHLU�
FRPSDQ\���$OWKRXJK�RSHUDWRUV�DUH�UHTXLUHG�WR�VKDUH�UHYHQXHV�ZLWK�VWDWH�UHJXODWRUV�DQG�
SXEOLF�FRPSDQLHV�PXVW�VKDUH�FHUWDLQ�DJJUHJDWH�¿QDQFLDO�GDWD�ZLWK�WKH�6HFXULWLHV�DQG�
([FKDQJH�&RPPLVVLRQ��PRQWKO\�SURPRWLRQDO�GDWD�IURP�D�SDUWLFXODU�RSHUDWRU�LV�RQO\�
DYDLODEOH�GLUHFWO\�IURP�WKH�VRXUFH���$V�VXFK��WKH�UHVXOWV�RI�WKLV�VWXG\�DUH�QRW�QHFHVVDULO\�
JHQHUDOL]DEOH�WR�RWKHU�,OOLQRLV�RSHUDWRUV��RU�WR�RWKHU�JDPLQJ�MXULVGLFWLRQV����7KH�¿QGLQJV�
DUH�LQVWUXFWLYH�LQ�WKDW�WKH\�LQIRUP�WKH�OHJLVODWRUV�LQ�,OOLQRLV�WKDW�D�PDMRU�RSHUDWRU�ZLWKLQ�
their state decreased promotional spending in reaction to their gaming tax rate increase.

� ,W�LV�FRQFHLYDEOH�WKDW�RWKHU�FKDQJHV�WR�WKH�EXGJHWDU\�DFWLYLWLHV�RI�WKH�FRQWULEXWLQJ�
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RSHUDWRU�LPSDFWHG�WKH�UHVXOWV�DQG�ZHUH�QRW�EURXJKW�WR�WKH�DWWHQWLRQ�RI�WKH�UHVHDUFKHUV���
+RZHYHU��WKH�FRPSDQ\�H[HFXWLYH�UHVSRQVLEOH�IRU�QDWLRQZLGH�PDUNHWLQJ�HIIRUWV�IRU�WKH�
FRPSDQ\�LQGLFDWHG�WKDW�,OOLQRLV¶�LPSOHPHQWDWLRQ�RI�WKH�QHZ�JDPLQJ�WD[�UDWH�VFKHGXOH�ZDV�
WKH�SULPDU\�PRWLYDWLRQ�IRU�FKDQJHV�WR�WKH�SURPRWLRQDO�VSHQGLQJ�EXGJHWV�

/DVWO\��WKH�LQQDWH�PHWKRGRORJLFDO�OLPLWDWLRQV�RI�WLPH�VHULHV�DQDO\VLV�DV�LW�SHUWDLQV�
WR�WKLV�VWXG\�VKRXOG�EH�DFNQRZOHGJHG���7KDW�LV��H[SORUDWRU\�WLPH�VHULHV�DQDO\VLV�KDV�
FHUWDLQ�OLPLWDWLRQV���L��JHQHUDOL]LQJ�WKH�UHVXOWV�IURP�D�VLQJOH�VWXG\�LQ�ZKLFK�GDWD�IURP�
D�FHUWDLQ�WLPH�SHULRG�KDV�EHHQ�FROOHFWHG�RYHU�RWKHU�SURSHUWLHV�DQG�IRU�DOO�WLPH�SHULRGV��
�LL��SUREOHPV�ZLWK�LGHQWLI\LQJ�DOO�WKH�ULJKW�YDULDEOHV��DQG��LLL��SUREOHPV�ZLWK�FRUUHFWO\�
LGHQWLI\LQJ�WKH�PRGHO��DQG��LL��JRLQJ�IURP�FRUUHODWLRQ�WR�FDXVDWLRQ��

Future Research

2I�SDUWLFXODU�YDOXH�WR�WKLV�DUHD�RI�UHVHDUFK�ZRXOG�EH�D�IXWXUH�LQYHVWLJDWLRQ�LQWR�
WKH�EHKDYLRU�RI�,OOLQRLV�JDPLQJ�FXVWRPHUV�LQ�UHODWLRQ�WR�WKH�JDPLQJ�WD[�LQFUHDVH���$V�
SUHYLRXVO\�PHQWLRQHG��$KOJUHQ�HW�DO���������GHPRQVWUDWHG�WKDW�WKH�JDPLQJ�WD[�LQFUHDVH�
UHVXOWHG�LQ�ORZHUHG�GHPDQG�IRU�FDVLQR�JDPLQJ�LQ�,OOLQRLV���)XWXUH�UHVHDUFK�LV�QHFHVVDU\�
WR�LQYHVWLJDWH�ZKHWKHU�WKHVH�FDVLQR�SDWURQV�UHDFWHG�RQO\�E\�ZLWKKROGLQJ�WKH�GLVFUHWLRQDU\�
VSHQGLQJ�IURP�WKH�FDVLQR�SURGXFW�FRPSOHWHO\�RU�ZKHWKHU�WKH\�FRQWLQXHG�IUHTXHQWLQJ�
FDVLQRV�LQ�PRUH�IDYRUDEOH�MXULVGLFWLRQV���7KDW�LV��GLG�WKHVH�JDPLQJ�FXVWRPHUV�FURVV�VWDWH�
OLQHV�DQG�VSHQG�WKHLU�JDPLQJ�EXGJHWV�LQ�WKH�VXUURXQGLQJ�VWDWHV�RI�,QGLDQD��,RZD��DQG�
Missouri that compete with Illinois for the region’s gaming customers.  Other studies 
PLJKW�LQYHVWLJDWH�ZKHWKHU�RWKHU�UHFUHDWLRQDO�DOWHUQDWLYHV�WKDW�FRPSHWH�IRU�GLVFUHWLRQDU\�
spending of a state’s citizens experienced increased demand in association with the 2003 
Illinois gaming tax increase.

$�¿QDO�VXJJHVWLRQ�IRU�IXWXUH�UHVHDUFK�LV�WKH�LQYHVWLJDWLRQ�LQWR�ZKHWKHU�RSHUDWRUV�LQ�
QHLJKERULQJ�VWDWHV�DFWLYHO\�EHKDYHG�LQ�DQ�LQFUHDVHG�SUHGDWRU\�PDQQHU�ZKHQ�WKH\�EHFDPH�
DZDUH�RI�WKH�,OOLQRLV�FDVLQR�SDWURQV�ZKR�ZHUH�GHQLHG�SUHYLRXVO\�UHFHLYHG�SHUNV�DQG�
FRPSOLPHQWDULHV���2QH�FRXOG�VSHFXODWH�WKDW�FDVLQR�RSHUDWRUV�LQ�WKH�³&KLFDJRODQG´�UHJLRQ�
of Indiana might have attempted to draw Illinois gamers across state lines with lucrative 
PDUNHWLQJ�RIIHUV���$�QXPEHU�RI�FRPSDQLHV�RZQHG�ULYHUERDW�FDVLQRV�ERWK�LQ�,OOLQRLV�DQG�
WKH�VXUURXQGLQJ�VWDWHV���6RPH�REVHUYHUV�KDYH�VXJJHVWHG�WKDW�RSHUDWRUV�GLYHUWHG�PDUNHWLQJ�
EXGJHWV�IURP�,OOLQRLV�WR�LWV�ULYHUERDWV�LQ�FRPSHWLQJ�VWDWHV�WKDW�HQMR\HG�ORZHU�JDPLQJ�
WD[HV��$OWKRXJK�QR�RSHUDWRUV�KDYH�DFNQRZOHGJHG�VKLIWLQJ�EXVLQHVV�WR�FRPSHWLQJ�VWDWHV��
LW�LV�FRQFHLYDEOH�WKDW�WKH\�PD\�KDYH�WDNHQ�VXFK�DQ�DSSURDFK�LI�LW�ZDV�IHDVLEOH���:KHQ�
TXHVWLRQHG��D�PDUNHWLQJ�H[HFXWLYH�IRU�D�PDMRU�FDVLQR�FRPSDQ\��WKDW�RSHUDWHG�ERDWV�LQ�
PXOWLSOH�ULYHUERDW�VWDWH�PDUNHWV��VWURQJO\�REMHFWHG�WR�WKLV�VXJJHVWLRQ�DQG�DOOXGHG�WR�
ZDUQLQJV�LVVXHG�E\�WKH�,OOLQRLV�JDPLQJ�FRPPLVVLRQ�RI�XQSOHDVDQW�FRQVHTXHQFHV��IRU�DQ\�
RSHUDWRU�ZKR�PLJKW�SXUVXH�VXFK�D�VWUDWHJ\�
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