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ABSTRACT

CHANGES IN SELECTED ECONOMIC AND SOCIAL
INDICATORS ASSOCIATED WITH THE ESTABLISHMENT OF CASINOS
IN THE CITY OF DETROIT: A CASE STUDY

By

Omar Moufakkir

Several cities have introduced casino gaming in their jurisdictions in the hope of
increasing tax revenues, employment and tourism activity. Although legalized casino
gaming has emerged as a popular alternative economic development strategy for
communities of all sizes, it remains controversial. Those who advocate gaming argue that
it has positive economic impacts, but casino development opponents disapprove and raise
issues concerning the social impacts of casino gaming on people and communities.
Relevant studies present mixed results in part because of differences across communities
and/or scale and type of casino development involved.

Detroit, one of many economically troubled cities, has adopted casino gaming as
an economic development strategy, which is designed to enhance the city’s tourism and
entertainment offerings. The passage of Proposal E by Michigan voters allowed the city
to establish up to three land-based commercial casinos. The first Detroit casino opened in
1999. Detroit provides a new setting in which pre and post casino gaming development
can be examined. Thus the focus of this study was to investigate changes in selected
social and economic indicators following the establishment of casinos in the City of

Detroit.



The embedded single-case study, the single group time-series and time-series with
non-equivalent control group designs were the research techniques employed in this
study.

Findings of this study suggest that Detroit’s casinos are relatively effective in
contributing to the tourism activity in the community and in generating tax revenues for
government. Twenty-one percent of casino visitors were non-locals. Conservatively,
these visitors contributed an estimated $165 million to the local economy, generated
$60.6 million in personal income, $98.2 million in value added and over 7,500 direct jobs
and over 4000 indirect jobs. In 2001, the three casinos generated $1.6 billion in gross
gaming revenue and $181 million in taxes for the City of Detroit and the State of
Michigan. In 2000, $73 million in gaming revenues remained in Detroit that would have
otherwise been spent at Casino Windsor in Michigan across the border in Canada.

Also, findings suggest that crime did not increase following casino gaming
development. Bankruptcy filings in Detroit did not increase immediately after the casinos
opened in the city but did increase in 2001. However, these figures should be interpreted
cautiously because of the events of 9/11/2001 and the emergence of a significant
economic recession.

Results of this study generally support casino gaming development. However, to
generalize beyond the data considered in this study is not advisable. There is a need to

examine a host of additional variables for a more comprehensive analysis.
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CHAPTER

FRAME OF REFERENCE AND PROBLEM STATEMENT

Introduction

The fiscal situation of cities in the United States varies greatly from one to
another and, to some extent, from one region to another. Many growing cities enjoy
relatively good fiscal health. However, a number of the larger, older cities have
experienced severe distress and urban problems. States’ budgetary shortfalls are the
primary reasons for policy makers considering strategies to broaden their economic base
and thereby generate more tax revenue. One strategy that has often been embraced by
governments as an economic development catalyst is tourism. One aspect of tourism that
has received much attention since the 1990s is casino gaming.

Communities have embraced casino gaming for two main reasons: the first is to
generate more tax revenue and employment by attracting more tourists; the second is to
keep local gaming money at home. However, although more than half of the states have
introduced legislation related to gaming since the late 1‘9803, whenever and wherever
casino gaming legislation has been introduced and discussed, heated debates have arisen
between advocates and adversaries of gaming because it is a moral, religious, economic,
political, and social issue.

In the early 1990s, Michigan was the 11™ state to legalize casino gaming. While
Michigan has more than 17 Indian casinos, the passage of Proposal E, in 1996 (See

Appendix A), allowed the City of Detroit to develop up to three commercial casinos.



However, debates about the probable social and economic impacts of the casinos on the

local community have not been settled.

Urban Problems

Since the 1950s, even though the nation has been generally prosperous, not all
regions, cities, or subgroups of the population have done well economically (Levy, 1997).
Many distressed urban cities have had to face massive problems of industrial decline, a
shrinking tax base, urban sprawl, a breakdown in family structure, racial tensions, crime,
and drugs. Cities, such as Camden, Chicago, Cleveland, Detroit, Gary, Los Angeles,
Newark, Miami, and New York, to mention just a few, have been struggling to overcome
these urban crises (Keating and Krumholz, 1999). “Caught in the squeeze between the
cost of providing services and citizens’ resistance to being taxed, broadening the tax base
by bringing in new commercial and industrial activity looks like an attractive course of

action [for governments] (Levy, 1997, p. 224).”

Redevelopment and Urban Strategies

All cities make serious efforts to broaden their tax base and promote their own
economic development. There are over 15,000 organizations in the United States devoted
to promoting local and state economic development (Levy, 1997). To stimulate
development/redevelopment, cities have adopted several urban planning strategies. To
attract commercial and industrial activity, some cities have offered desirable
firms/corporations an attractive subsidy for locating in their respective communities;

others have launched massive publicity campaigns to promote themselves as good



investment locations, and still others have looked for various ways to diversify their
economic base (Yeoman, 2001), including the development of tourism (Gartner, 1996).
According to Gartner (1996), any industry that creates employment opportunities and
brings money into an area is an economic development stimulus. Economic development:
Is a political priority in most communities because it is viewed as a means
of enlarging the tax base. The enlargement provides more tax revenues that
governments can use either to improve the community’s infrastructure, facilities,
or to reduce the level of taxes paid by existing residents. It is seen also as a source

of jobs and income that enables residents to improve their quality of life
(Crompton, 1999, p. 2).

Tourism as One Strategy for Economic Development

Tourism is often touted as an economic stimulus agent for regional development,
because it results in export outlays for food, lodging, transportation and other goods and
services (Gartner, 1996). This export activity generates an inflow of revenue from tourists
which, in turn, causes activity in local service industries to change by a multiple of the
original stimulus as the new influx of funds is spent and re-spent in the local economy
(Crompton, 1999).

All tourists travel for different reasons; therefore, there are different types of
tourist destinations with which people are familiar. One category of destination is the
town or city. Tourism that takes place in these areas is referred to as urban tourism (Getz,
1991). According to Getz, urban tourism has grown steadily in recent years, fueled by a
growing interest in such cultural activities as visits to theaters, museums, and art
galleries, as well as interest in historical architecture and opportunities for shopping.
Because of the rich variety of activities and attractions offered by cities, most travel to

cities is multipurpose, and thus, cities realize a greater return from tourists to urban areas



W,
st
ad
Mis
ap)

As



than do all other destinations. Urban tourism has become a very important type of
tourism. Cities offer a wide variety of cultural, artistic, and recreational experiences. This
offering varies from opera performances to sports events; from art exhibitions to

nightclubs; and historical visits to visits to casinos (Pearlman, 1997).

Casinos as an Aspect of Tourism Development

To stimulate development/redevelopment, several urban planning approaches
have been used, including the development of office buildings, theaters, hotels, sports
venues, convention centers (Brezina, 1999), and casinos (Pearlman, 1997). Several cities
have turned to casino gaming as a strategy for generating more employment and tax
revenues (Eadington, 1996). Casino gaming has become recognized as a legitimate sector
in the tourism industry (Boger, 1994). In late 1988, there were only two states in the
United States of America with legal operating casinos. Currently, according to the
American Gaming Association (2000), some form of casino gaming exists or has been
approved to operate in 31 states. There are more than 470 commercial casinos operating
in 11 states. The first casino opened its doors in Nevada in 1931. In 1978, New Jersey
was the second state to legalize casino gaming. It was not until 1989 that other states
started authorizing casino gaming in their jurisdictions. From 1989 to 1998, nine
additional states (Colorado, Illinois, Indiana, Iowa, Louisiana, Michigan, Mississippi,
Missouri and South Dakota) authorized commercial casino gaming. Additionally,
approximately 160 Native American casinos operate in 27 states (American Gaming

Association, 2000).



Legalized casino gaming has become mainstream and is growing (Travel Industry
Association of America, 2001). More Americans engage in casino gaming today than
ever before. Thirty percent of U.S. households gambled at a casino in 1999 (American
Gaming Association, 2000). According to the Travel Industry Association of America’s
Economic Review of Travel in America 2000 Edition, revenues from the four major
industry segments (Nevada, Atlantic City, Riverboats and Native American Gaming)
grew 13.3 percent in 1999, and reached $29.8 billion. Casino gaming generated an

estimated $3 billion in total tax revenues in 1999.

Casino Development Impacts and Issues

Although legalized casino gaming has emerged as a popular alternative economic
growth strategy for communities of all sizes, casino development has remained
controversial. While the “factors behind the spread of legalized [gaming] are fairly clear,
(...) the consequences of adopting [gaming] as part of an economic development strategy
or as a revenue-raising tool continues to be debated (Chadbourne, Walker and Wolfe,
1997, p. 3).” Those who advocate gaming argue that it has positive economic impacts,
but opponents are increasingly questioning the arguments promoted by casino officials
and local public officials raising issues related to the economic, as well as, social impacts
of casino gaming on people and communities (Stokowski, 1996). Casino development is
not only debated on economic and social grounds but also on moral/religious beliefs
(Cabot, 1996).

The National Gambling Impact Study Commission (1999) explains that, like other

forms of tourism development, gaming has both positive and negative consequences for



communities. Researchers have demonstrated that social, cultural, political, and
environmental impacts are equally likely to occur (Stokowski, 1996).

From a public policy standpoint, most of the debate about the development of
casino gaming hinges on the following four central issues:
Economic contribution to the community,
Crime in the community and neighboring communities,

Social pathology, and
Impact on people and business, and resultant bankruptcy.

e o

Central questions related to these four issues are: Does the establishment of
casino gaming:

Attract new dollars to the community?
Affect crime?

Affect social problems?

Affect bankruptcy filings?

e o

a. Economic contribution to the community

Advocates of casino gaming maintain that casinos are a key attraction that can
stimulate and revitalize a community’s economy, particularly its tourism industry (Cabot
1996). According to Eadington (1996), the opening of a casino, or casinos, in a region
that previously had no legal casino gaming, “has tapped a substantial latent demand for
the activity (p. 4).” Many recently legalized casino jurisdictions, such as Windsor and
Montreal, the Gulf Coast and Tunica County in Mississippi, Foxwoods in Connecticut, or
Joliet and Elgin in Illinois, he explains, have experienced surprising revenue and
visitation rates. On the other hand, opponents (e.g., Grinols and Omorov, 1996) argue
that 80 percent to 90 percent and more of the bulk of casino revenues comes from
residents. Considering the added costs of casino gaming, they argue, it appears that the
costs outweigh the benefits, and thus, maintain that casinos are not a viable option for

economic development. Dovel (1996), for example, argues that casinos cannibalize sales
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from cinemas, restaurants, and other businesses that depend on discretionary dollars.
Restaurants in many states have reported that their revenues dropped in response to the
opening of a nearby casino, and many restaurants have closed. Grinols and Omorov
(1996) found that casinos are associated with a drop in general merchandise and
miscellaneous retail and wholesale trade within ten miles of the casino and combined
sales five to ten miles away from the casino were harmed by the existence of casinos.
Thus, while those who support casino gaming argue that casino development is a good
economic impact catalyst, adversaries explain that regional economic development does

not appear to be an important reason to turn to casino gaming.

b. Crime in the community and neighboring communities

Besides economic development, the other most frequently considered gaming
development issue on the public policy agenda is crime (National Gambling Impact
Study Commission, 1999). Studying the legalization of casinos in the United States,
Dombrink and Thompson (1990) found that crime potential was a central issue in more
than half of the twenty-two state gaming campaigns evaluated. In the late 1980s, when
the operation of riverboat casinos was approved in Iowa and Illinois, and in 1990-1991,
when small casinos were opened in South Dakota and Colorado, there was not much
debate on the relationship between casinos and crime; however, in 1992, debate about the
relationship between crime and gaming was brought to center stage when Chicago’s
mayor embraced a proposal to build a casino in downtown Chicago. In the resulting
debate, opponents of the project raised the crime issue in order to generate public support

for their opposition to the initiative (Margolis, 1997). Gaming opponents have since






raised this issue in other jurisdictions, including Missouri, Indiana, Florida, Maryland,
Massachusetts, Louisiana, New York, Ohio, Pennsylvania, and more currently, Michigan.

On a national level, organized opposition to casino gaming has made the crime
issue a major point on the political agenda. Opponents of casino gaming claim it
increases crime in three principal ways. First, they claim that people steal to support
dysfunctional gambling habits. Second, gambling may attract criminals because it is a
cash industry and can be used to exploit people. Third, they argue that criminal activity
may increase because crowds draw petty thefts (Cabot, 1996).

Street crime near casinos has been the concern of several studies. Street crime
involves crimes against the person or property of citizens and patrons, such as robbery,
burglary, assault, rape, theft, murder, and similar crimes (Miller and Schwartz, 1998).
According to opponents of casino gaming, the casino environment attracts criminal
elements. Potential reasons why casino gaming may increase street crime include
increased visitor counts, substantial amounts of cash being carried by those visitors, and
increased traffic congestion (Albanese, 1995). Environmental criminologists refer to
places that attract criminal activities as “hot spots”. The hot spots theory, originated by
Spring and Block (1988) argues that certain places (e.g., the Mall of America, Garcia and
Nicholls, 1995) and businesses (e.g., bars and blocks, Roncek and Maier, 1991) are more
crimogenic than others.

On the other hand, casino gaming may lower street crime if it reduces
unemployment in the area surrounding the casino, reduce illegal gambling, or increase

visitor security (Albanese, 1994). Casino proponents suggest that the legalization of



gambling can help eliminate illegal gambling thereby allowing the police to reallocate
their resources toward other crime prevention and law enforcement (Cabot, 1996).

Empirical studies (e.g., Albanese, 1985; Friedman, Hakim, and Weinblatt, 1989;
Hakim and Buck, 1989) have suggested that total criminal offenses and property crimes,
in particular, increased after casinos opened in Atlantic City. In the more rural gaming
areas of Deadwood, South Dakota; Black Hawk, Central City; and Cripple Creek,
Colorado, residents perceived that crime had increased when casinos were introduced
(Long, Clark and Liston, 1994). Stokowski (1996) found that the total number of
criminal offenses and arrests increased after gaming began, contrary to crime patterns
across the State of Colorado during the same period. More recent studies (e.g., Margolis,
1997) found little evidence to support the notion that the presence of casino gaming in a
community has any meaningful impact on crime rates.

Unadjusted statistics show increases in crime incidents with the introduction of
casinos in many—but not all—jurisdictions (Cabot, 1996). According to Cabot (1996),
jurisdictions considering casino gaming should recognize the likelihood that casino
gaming, like any other tourist activity, may result in more street crime simply because of
the increase in the number of visitors in the jurisdiction. An increased volume of criminal
acts occurs in other tourist jurisdictions where a new tourist industry creates major
attractions. For example, Orlando, Florida, experienced more crime after the opening of
Disney World (Cabot, 1996). Any event that brings together a large number of people in
one spot offers the potential for increasing the volume of crime (Miller and Schwartz,
1998). Miller and Schwartz (1998, p. 8) argue that, with regard to crime, “there is no

reason to believe that gambling casinos are different from any other tourist attraction.”



Other researchers (e.g., Thompson, Gazel and Rickman, 1996; Volberg, 1994)
have indicated that there is an association between compulsive gambling, crime, and
social ills. It is argued that addiction to gambling may lead to crime. Compulsive
gamblers may often turn to illegal activities to support their addiction, finance gambling,

or pay gambling debts (Lesieur, 1992).

¢. Social pathology

The third most addressed is_sue in the casino gaming development agenda is
problem gambling and its cost and impact on families. Compulsive or pathological
gambling remains the most real and serious side effect of gambling legalization (National
Gambling Impact Study Commission, 1999). Proponents of gaming argue that gaming is
generally a form of entertainment practiced responsibly by millions of Americans
(American Gaming Association, 2000). But, gaming opponents, on the other hand, argue
that the vast majority of those who gamble have problems related to gambling and that a
large portion of the revenues from expanded casinos come from problem and
pathological gamblers (Grinols and Omorov ,1996). These authors say that about one-
half of casino revenues come from problem and pathological gamblers. The proliferation
of casinos, according to those who are against gaming, enhances the rate of people with
gambling problems (e.g., WKAR, Wednesday 24, 2001). Studies of problem/pathological
gambling provide varying estimates of its incidence (National Gambling Impact Study

Commission, 1999).
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d. Impact on people and business, and resultant bankruptcy

The fourth issue considered by public policy gaming debates is the possible
increase of bankruptcy filings in the community due to the opening of casinos. Two
major factors are perceived to contribute to this. First, an increase may take place because
gambling is addictive, and therefore, the more casinos the more addicted people; the
more addicted people the more money problems; and the more money problems the more
bankruptcy filings. Second, because casinos entice people to spend more time and money
inside casinos, existing neighboring businesses may lose business and be forced into
bankruptcy. This occurs when out-of-area visitors spend less money at businesses
adjacent to a casino, or when locals spend money in a casino instead of other community
businesses. This phenomenon is referred to as cannibalization. Cannibalization means
reduced expenditures captured by other businesses due to increased expenditures on
casino gaming (Gazel, 1998). Thus, it is argued that, “The gambling enterprise
cannibalizes existing businesses, stealing their customers and revenues. At the same time,
gambling establishments bring new social costs that are inevitably paid by other
businesses (Oddo, 1997, p. 8).” Investigating the impact of Indian casino gaming on state
revenue, Gary and Siegel (1998) found that four major sectors appeared to experience
revenue displacement: retail, restaurants and bars, hotel/motel, and amusement

entertainment.

National Gambling Impact Study Commission

The increase in local opposition to gambling, as witnessed by the defeat of more

than 25 gambling initiatives since 1991 (Chadbourne, Walker and Wolfe, 1997), coupled
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with growing questions regarding its social side effects and ability to deliver on its
economic promises, led Congress in 1996 to create a national commission to study
gambling. The Commission undertook a national and comprehensive study focusing on
the impact that gambling has had on people and communities. The database of the study
covered the period of 1980 to 1996. For each community (about 100 were selected), data
were assembled on: (1) social problem indicators including, per capita crime levels (by
crime type), unemployment rates, divorce rates, child abuse and domestic violence cases
brought to the attention of agencies, and welfare case loads, and (2) economic indicators
including: employment levels, unemployment rates, average earnings, government
revenues and bankruptcy rates, government expenditures on criminal justice, and related
services.

The National Gambling Impact Study Commission issued its research report in
June, 1999. Commissioners reported that the “metamorphosis” of gambling in general--
from an amoral activity to a recreational activity--clearly has had a significant economic
and social impact on individuals, communities, and the country at large. The Commission
unanimously acknowledged the complexity of the gambling issues, and pointed out that,
“along with the real benefits of gambling come equally undeniable and significant costs
(p. 7-2).” The impacts of gambling, in general, “are much too complicated for even the
most sophisticated economic models” (National Gambling Impact Study Commission,
1999, p. 7-29). However, the Commission recognized that more research can lead to

greater understanding and more informed policy.
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Literature Synthesis Matrix

Spurred by the proliferation of casino gaming, the public and policy-makers are
questioning whether the legalization and establishment of casino gaming is good for their
communities, counties, and states. A literature synthesis matrix (Table 1) highlights
central arguments of casino gaming opponents, gaming advocates, and findings of the
National Gambling Impact Study Commission (1999), as related to the following nine
issues: tourism, jobs, taxes, bankruptcy, crime, prevalence of pathological gambling,
social costs of problem and pathological gambling, total social costs, and substitution.
The matrix provides a summary and insights into the existing controversy of the
economic and social issues that shape the debate about casino gaming development and
provides a framework for understanding the complexity of these issues. The National
Gambling Impact Study Commission’s study is included as a more neutral, balanced, and
objective perspective because:

a. Itisa comprehensive/national study that includes several case studies.

b. Several research bodies participated in this project. Research subcommittees were
selected to conduct specific studies.

c. Subcommittees used several information sources, extensive literature reviews, and
different research methods in their respective studies.

(See Chapter II Review of Literature for more detailed information).
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Table 1. Casino gaming development issues/arguments: Three different perspectives.

National Gambling
Casino gaming Casino gaming Impact Study
opponents’ selected advocates’ selected | Commission’s
Issues arguments arguments findings
Tourism The gambling population | Legal casino The largest casinos
is a local resident gambling is viewed | reported that more
population (Kindt, 1994). | as a means to than 90% of their
increase the number | patrons traveled
In Illinois, as in other of tourists and the more than 50 miles
states who enjoy a casino | amount that they to the casino; the
monopoly, casinos get spend corresponding
80% to 90% of their (Cabot, 1996). percentages for the
revenue from residents smaller non-tribal
(Grinols and Omorov, and tribal casinos
1996). were 57% and 56%,
respectively.
Jobs Employment is taken Gaming jobs have a | Not available

away from traditional
businesses that may
provide a community
benefit to an addictive
activity that produces only
social costs

(Goodman, 1994).

multiplier of 1.7,
meaning that for
every one casino
job, there are 1.7
other jobs created,
many in support
businesses that
serve the casino
(Cabot, 1996).
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Table 1. Casino gaming development issues/arguments: Three different perspectives

(continued).
Casino gaming National Gambling
advocates’ Impact Study

Casino gaming opponents’ | selected Commission’s

Issues selected arguments arguments findings

Taxes The costs of externalities Jurisdictions may | Larger and smaller
caused by casino gaming, extract large sums | non-tribal casinos
such as dysfunctional of tax money from | paid about 13% in
gambling, will exceed the | casino gaming taxes and tribal
expected tax revenues (Cabot, 1996). casinos paid 18% of
(Grinols and Omorov, revenues to tax
1996). authorities (Much of

the higher percentage

Given their tax exempt among the tribal
status, Indian casinos may casinos may be due to
divert revenue from taxable payments to tribal
sectors of the economy units).
(Anders, Siegel and
Munther, 1996).

Bankruptcy | The 298 US. Counties The majority of The casino effect is
which have legalized states with the not statistically
gambling within their highest bankruptcy | significant for

borders had a 1996
bankruptcy filing rate 18%
higher than the filing in
counties with no gambling
— and the bankruptcy rate
was 35% higher than the
average in counties with
five or more gambling

rates are those
with no casino
gaming. Of the 24
counties in the
United States with
the highest
bankruptcy filing
rates, none has

establishments casino gaming
(SMR Research, In AGA, (AGA, 2000)
2000).

bankruptcy.

' American Gaming Association.
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Table 1. Casino gaming development issues/arguments: Three different perspectives
(continued).

gaming in Wisconsin is
associated with increased
crime. The rates of major
crimes in counties with
casinos were 6.7% higher
than they would have been
in the absence of casinos
(Williams et al., 1996).

casino gaming are as
safe as communities
that do not have
casinos

(Margolis, 1997).

National
Gambling Impact
Casino gaming Casino gaming Study
opponents’ selected advocates’ selected | Commission’s
Issues arguments arguments findings
Crime The introduction of casino | Communities with The casino effect

is not statistically
significant for any
of the crime
outcome measures.

costs of between $110 and
$340 per adult per year
when averaged over the
entire population

(Grinols and Omorov,
1996).

Prevalence of | Not available 1.9 percent 0.9 percent
pathological (NORC, 1999). (NRC)?
| gambling
Social costs $10,000-$80,000 per Not available. $900 per
of problem pathological gambler per pathological
and year (Kindt, 1994). gambler per year.
pathological | Problem and pathological
gambling gamblers create social

2 National Research Council.
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Table 1.Casino gaming development issues/arguments: Three different perspectives
(continued).

Casino gaming National Gambling
opponents’ Impact Study
selected Casino gaming advocates’ | Commission’s
Issues arguments selected arguments findings
Total social | At least $8 billion | Not available. $5 billion to 6 billion
costs per year (NORC, 1999).°

(Kindt, 1994).

Substitution

Gambling only
diverts dollars from
existing businesses
to gambling
enterprises
(Goodman, 1994).

There is no tangible
evidence of the alleged
“substitution effect” when
applied to the casino
gaming industry, because
findings point to an overall
increase in recreation
spending of $54.2 billion
between 1990 and 93. Of
that, $3.2 billion was

attributed to casino gaming.

Casino gaming is not
merely replacing other
industries, because other
recreation sectors are
growing as well

(AGA, 2000).

“The preponderance
of empirical studies
indicate claims of the
complete
cannibalization of
preexisting local
restaurants and
entertainment
facilities by a mere
shift in resident
spending is grossly
exaggerated”.

The literature is divided on the social and economic benefits and costs a casino

brings to a given community. It is argued that, historically, communities have embraced

or rejected gambling based upon perceived social and economic impacts, concerns about

3 National Opinion Research Center, 1999.
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criminal activities, and moral positions. When advocates of legalized casino gaming
make their arguments for advancing the merits of and lifting prohibitions on gaming, they
typically advance economic arguments, the most common of which are that gaming will
produce tax revenues and jobs for the community and generate tax revenues. Opponents
of gaming development, on the other hand, offer moral, social, and economic arguments
to support their position.

The National Gambling Impact Study Commission (1999), a third party which
may be considered more neutral and, therefore, more objective because of the scope of its
research, strongly acknowledges that: “No reasonable person would argue that gambling
is cost free (p. 7).”

Several differences across the studies in the published literature may account for
the inconsistent conclusions drawn from their results including:

e The nature of the gaming community — is the community rural or urban, big or small,
and in close proximity to a large population or not? Is the community a gaming

destination with multiple casinos or one that offers only one casino?

o The nature of the casino — does it offer only gaming or is it a full resort-conference
center complex with gaming?

e Is it an Indian casino, a land-based commercial casino, or a riverboat casino?

e s the casino location in close proximity to population centers, considered as a stop-
over or a primary destination/attraction?

e What is the research methodology?

o The gaming position of the researcher —does the researcher generally oppose or
support gaming?

e Who is sponsoring the study —is it a private consulting firm, a non-profit
organization?

e What is the purpose of the study?
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Factors, such as the aforementioned, have a significant impact on the outcome of the
research and, of course, how results are presented.

Furthermore, not all casinos are equally successful business ventures; some have
gone bankrupt and others are struggling to cope with the competition, while still others
are highly profitable and expanding. Several casinos in Colorado, for example, filed
bankruptcy, and the permanent casino in New Orleans never re-opened while the
temporary one went bankrupt. The success or failure of a casino is a result of several
interacting factors such as management, marketing, acceptance/rejection of gaming by

the host community, competition, and government regulations.

Casino Gaming Development in Detroit

The debate about the casino gaming establishment in Detroit started in the 1980s
(Trebilcock and Foster, 1999). A study commissioned by the then Governor Engler
contributed to the legalization of land-based casinos in the City of Detroit. The
Governor’s Blue Ribbon Commission on Michigan Gaming was created on September 8,
1994, to assess the issue of expansion of gaming in the state. The Commission created
three committees: Economic Impact, Social Implications, and Legal and Regulatory
Issues.

The report of the Commission was released in April 1995.

The Economic Impact Committee argued that the expansion of gaming in Detroit
would offer the opportunity for vitally needed economic development as well as
additional revenue for state and local governments. According to Deloitte & Touche’s

study Economic Impacts of Casino Gaming on the State of Michigan, which is included
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as Appendix A in the Commission’s report, if gaming is not expanded, Michigan will
continue to watch $669.52 ($584.7 in the casino and $85.2 on other goods and services in
the Windsor area) million a year flow out of the state to Windsor, Ontario, Canada,
without any tax benefit to the state. As indicated in Table 2, additional millions of dollars
would go to other gaming communities.

Table 2. Michigan resident gaming expenditures in competitive gaming
communities.

Competitive gaming location Estimated Michigan resident gaming expenditures

Windsor $810,779,000
Indiana 669,952.000
Las Vegas 53,752,000
Atlantic City 33,694,000
Total 1,568,177,000

Source: Governor’s Blue Ribbon Commission on Michigan Gaming, 1995, p. 22.

This leakage of gaming dollars to casinos located outside of Michigan had
negative impacts on the state and local communities (Governor’s Blue Ribbon
Commission on Michigan Gaming, 1995). In addition, based on a 20 percent tax, $185
million a year or more could be generated for state and local governments. Moreover,
expansion of gaming could lead to an annual direct employment increase of 4,782 full-
time jobs at an average wage of $27,400 a year. In addition, Deloitte & Touche estimated
that the casinos could be expected to spend an estimated $91 million a year on Michigan
goods and services, primarily on business services, wholesale, and financial services. The
Institute of Public Policy Studies at the University of Michigan, whose mission was to
evaluate and improve the impartiality and completeness of Deloitte & Touche’s research,

supported the latter’s study. Both bodies argued that casinos would not only generate
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revenue, attract tourists, and provide jobs, but also offer the opportunity for thousands of
Michigan gamers to be able to game at home.

The Social Implications Committee argued that when gaming is introduced to a
community, tourism would grow initially but then level off and remain steady.
Furthermore, while more visitors may come into a community, existing businesses do not
necessarily benefit. Hotels may profit, but restaurants off the casino premises and other
retail businesses would be hurt. Visitors apparently come to gamble and do not frequent
near-by business establishments.

All three Commission committees unanimously recognized problem gamblers and
the probable increase in crime as obstacles to be overcome. The Social Implications
Committee suggested that:

Since problem gamblers will no doubt find a way to gamble, those living
in Michigan are probably already feeding their habit, either in Windsor, in
Illinois, at Las Vegas, in the state lottery or at the race tracks. . . . Putting up
casinos here surely makes this problem worse, but probably not much worse than
it already is (Governor’s Blue Ribbon Commission on Michigan Gaming, 1995, p.
12).

Concerning the issue of crime, particularly crime in the streets, “it is hard to
imagine a higher crime rate in cities, such as Detroit. Detroit street crime is already quite
high, and one might even argue that putting more people on the streets of Detroit will
lower, not raise crime (Governor’s Blue Ribbon Commission on Michigan Gaming,

1995, p. 12).” However, the Commission concluded that, generally, crime could be
expected to increase when gambling is introduced into a community. The Commission’s

study indicated that bank robberies increase; prostitution rises slightly; drug-related

crimes increase slightly, and driving under the influence of alcohol increases.
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The Legal and Regulatory Issues Committee claimed that crime would increase
with the expansion of casinos in Michigan. The influx of visitors would enhance violent
crime. There would be an increase in internal casino crimes such as bad checks, credit
card fraud, counterfeiting, and other types of white collar crimes. The Committee had
concerns about gambling addiction, juvenile crime, homeless problems and the
establishment of undesirable businesses. However, the Committee mentioned that if
gaming were to expand in Michigan, the authorities should be adequately prepared to
minimize the costs. The Committee also called for regulations for the operation and
management of Indian casinos and declared that:

It is the Department of State Police position that if casino gaming is to be
legalized in Michigan, state government should take responsibility for
establishing appropriate state level regulatory and enforcement entities to
minimize criminal activity and protect public safety (Governor’s Blue Ribbon
Commission on Michigan Gaming, 1995, Appendix C, p. 1).”

Furthermore, regulatory and enforcement efforts and increased costs associated with
those efforts must be paid for by the gaming industry rather than using existing general
funds.

The controversy about the potential economic and social impacts of casino
gaming did not stop the development of casinos in the City of Detroit. On November 18,
1996, the passage of Proposal E allowed the City of Detroit to authorize development of
up to three land-based casinos.

Like many other cities, the City of Detroit has embraced casino gaming as a
strategy for additional tax revenue and for economic growth. After the passage of

Proposal E three land-based casinos were established in Detroit. Proposal E did not settle

the debate over casino establishment in the city. Mayor Archer appointed a Casino
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Advisory Committee on November 13, 1996 following the approval of proposal E, to
study, among other agenda items, the casino gaming industry and its potential effect on
the economic and social well-being of the City of Detroit. After conducting public
hearings in Detroit, visiting casinos in a variety of gaming jurisdictions, and visiting with
casino regulators in other states to learn from their experiences, the Advisory Committee
issued its report on June 12, 1997. The Mayor adopted the Committee’s
recommendations and approved the opening of three land-based casinos in the city.
MGM Grand Casino opened on July 29, 1999, Motor City Casino opened on
December 19, 1999, and Greektown Casino on November 10, 2000. The decision to
establish casinos in the city was based on feasibility studies and experiences from other
gaming jurisdictions. However, no comprehensive, academic study assessing the changes
in selected social and economic indicators following the establishment of the casinos in

the city has yet been conducted.

Problem Statement

The problem of this study was to investigate the changes in selected economic
and social indicators following the establishment of casino gaming in the City of Detroit.
Included in this study was an attempt to identify how the gaming community could

mitigate associated problems and facilitate on benefits and opportunities.
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This study was delimited to five primary research questions and propositions.

Study Questions

How effective are the Detroit casinos in attracting tourists?
Do Detroit casinos curb the gaming dollar flow to Casino Windsor?

How close are the feasibility study estimates of key performance measures
to actual operating results?

How is crime volume affected by the establishment of casinos in Detroit?
Do bankruptcy filings increase in Detroit following the opening of the

casinos?

Study Propositions

A proposition is a term common to the case study literature. The study

propositions in the case study delimit what will be investigated in the case study. They

reflect what is proposed by the researcher to be investigated. The following propositions

were the underpinning of this study:

1.

Tourist dollars and volume are expected to increase as a result of casino
development in the City of Detroit.

The gaming dollar flow to Windsor is expected to decrease as a result of
casino development in the City of Detroit.

The feasibility estimates of key casino performances are higher than actual
results.

Crime is expected to increase as a result of casino development in the City
of Detroit.

Detroit bankruptcy filings are expected to increase following the
development of casinos in Detroit.
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Purpose of the Study

The opening of land-based casinos in the City of Detroit provides a fresh
opportunity to examine the changes that occur in selected economic and social indicators
after the establishment of casinos in a community and to objectively contribute to the
debate over the changes that take place following the establishment of casinos. This study
allows a scientific examination of benefits and disbenefits that are associated with the
establishment of casinos. Results may help policy makers formulate sound decisions
concerning the development of casinos in their respective jurisdictions. They may also
help communities with casinos to mitigate associated problems and take advantage of

associated opportunities.
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CHAPTER II

LITERATURE REVIEW

This chapter is divided into seven sections: urban problems and redevelopment
strategies; tourism as one strategy for economic development; casinos as an aspect of
tourism development; casino development impact and issues; crime; an overview of
gambling in Michigan, and case study research methods. These were reviewed to: (1)
establish a conceptual framework for this study, (2) to identify the most relevant variables

to explore, and (3) to develop appropriate methods to guide analyses.

Urban Problems and Redevelopment Strategies

In this section, the focus is on urban planning theory, Detroit and its urban crisis,

and Detroit and its urban development.

Introduction

Cities have always had a plethora of financial, technical, and intellectual
resources that have made them an important factor in the history of mankind (Gartell,
1988). According to Levy (1997), planning for economic development is an old
American tradition. The impetus for this came largely from local merchants, whose
primary motivation was to promote commerce and development that would boost profit
and property values. More often, however, “such planning efforts were directed toward

the transportation infrastructure—to increase accessibility of the city (Levy, 1997, p.

26



225).” In the nineteenth century, many cities took steps to strengthen their competitive
position with other cities. The building of the Erie Canal is the best-known example from
that era. In the 1820s, a group of New York merchants thought that obtaining good access
to the Midwest would yield an enormous economic advantage to the city. The building of
canals was a matter of municipal initiative, “each city trying to steal a march on its
competitors (Levy, 1997, p. 225).”

The age of canal building ended with the coming of the railroad. Many of the
early railroads were built with municipally raised funds. After the Civil War period,
competition switched to the textile industry. The twentieth century spawned the service
and information technology era.

Industrialization and the new global economy have reinforced the idea of the city
as a kind of commodity to be marketed, promoted, and sold (Hall and Hamon, 1996).
Cities have adopted several strategies for competing and broadening their economic base.
For example, governments have offered big corporations millions of dollars in location
incentives for potential economic development in their communities (Yeoman, 2001).
Establishing a positive reputation and image is another strategy cities use to attract new
businesses and people (Guetz, 1991; Hall and Hamon, 1996; Ritchie, 1993).

Throughout history, some cities have thrived while others have not (Levy, 1997).
The rise and fall of American cities is a theme that has captured the attention of several

scholars. For example, in The Origins Of The Urban Crisis: Race and Inequality in

Postwar Detroit, Sugrue (1996) explains that in the United States, the post World War II

period was one of great prosperity, but, even though the country was generally

prosperous, not all regions, cities, or subgroups of the population fared well
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economically. Several factors have exacerbated the decline of American cities, some of
which have been a shift in manufacturing from downtown to the suburbs, the shift of the
middle-class population to the suburbs, and the shift of the American economy toward
séwices (Cooper, 1979). According to Sugrue (1996, p. 5): “It is only through the
complex and interwoven histories of race, residence, and work in the postwar era that the
state of today’s cities and their impoverished residents can be fully understood and
confronted.” Similarly, Keating and Krumholz (1999) explain that high poverty rates in
neighborhoods vary by race, ethnicity, and region, with the greatest concentrations found
in predominantly minority areas of the older, central cities. In 1950, central cities
contained 57% of metropolitan area residents and 70% of metro area jobs. By 1990,
central cities contained only 37% of all metro area residents and 45% of all jobs
(Mieszkowski and Mills, 1993). Between 1980 and 1990, the suburbs captured most of
the net job growth in manufacturing employment, while central cities consistently lost
manufacturing employment.

Before the Reagan years, the federal government returned large sums of money to
local governments in the form of grants for capital and operating subsidies. In the 1980s
and 1990s, Presidents Reagan and Bush cut direct spending on cities sharply (Levy,
1997). In 1980, federal contributions made up 18% of city budgets; by 1990, federal
contributions had dropped to 6.4%. The result was a cutback in basic services at a time
when cities were further challenged by rising tides of poverty and homelessness (Levy,
1997). Although the Clinton administration instituted both neighborhood and regional
approaches to combat urban distress, the poverty and social problems of distressed urban

neighborhoods in many cities persisted and deepened. “The gulf between affluent, newer

28



suburbs and declining central cities remains a continuing phenomenon across most
metropolitan areas (Keating and Krunmholz, 1999, p. xiii).”

The urban crisis that was visible in the postwar era still remains visible in such
areas as the “...shattered storefronts and fire-scarred apartments of Chicago’s South and
West Sides; the rubble-strewn lots of New York’s Brownsville, Bedford-Stuyvesant, and
South Bronx; the surreal vistas of abandoned factories along the waterfronts and railways
of Cleveland, Gary. Philadelphia, Pittsburgh, and St. Louis...[and Detroit, Michigan]
(Sugrue, 1996, p. 3).”

Several theories have been advanced to explain the condition of these cities and
the persistence of inequality and concentrated poverty (e.g., the large literature on “urban
underclass,” structural explanations, and politics and American social policy). However,
there is no one simple explanation. “It is only through the complex and interwoven
histories of race, residence, and work in the postwar era that the state of today’s cities and
their impoverished residents can be fully understood and confronted (Sugrue, 1996, p.5).”

Of the cities that have been the focus of several urbanists, Detroit represents one
of the outstanding examples of urban decline and distressed neighborhoods. In the 1940s,
Detroit was America’s “arsenal of democracy,” one of its fastest growing cities and home
to the highest paid blue-collar workers in the United States. Since then it has become
plagued by unemployment, concentrated poverty, physical decay, and racial isolation

(Sugrue, 1996).
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Detroit and Urban Crisis

Detroit has become one of the country’s most economically and socially troubled
cities (Surgue, 1996). White flight and the shift of the middle-class population to the
suburbs has exacerbated the economic crisis in the city. Two of the most racially uniform
cities sit just a few miles apart in Michigan — one white, one black. With 96.5 percent of
its residents listing their race as white, Livonia has the highest percentage of whites of
any city of 100,000 or more people, and Detroit has the second-highest percentage of
blacks in the nation, making up 82.8 percent of its residents. While Livonia was created
by white flight, it has since remained a white community (Schmid, 2001, August 13,
p.6B).

Businesses have followed the movement of the population out of the city to the
suburbs. Declining resident populations in the city and loss of vital job-creating
businesses have created a financial burden in the form of decreased property taxes,
corporate and business taxes, and income and sales taxes. In the mid-1960s, more office
space was under construction in the suburbs than in the city. Between 70% and 80% of
commercial construction occurred outside the city during the 1960s. Oakland and
Macomb counties saw increases in manufacturing jobs and service jobs which far
surpassed that in Wayne County. This increase was 10.5% in Wayne County, 172% in
Oakland County, and 128% in Macomb County. Factories that once provided tens of
thousands of jobs to Detroiters now are empty (Keating and Krumholz, 1999).

Since the 1950s, Detroit has lost nearly a million people, as can be seen in Table
13, and hundreds of thousands of jobs. According to Census data, in the 1990s, the city’s

population was 1,027,974. In 2000, it was 951,270, representing a 7.5% decline from

30



1990. Comparing the population of blacks and whites, in 1910, the black population
constituted 1.2% of the total population of Detroit; in 2000 that percentage increased to

81.6%.

Table 3. Detroit’s population, 1910-2000.

Year Total % Black population
1910 465,766 1.2
1920 993,675 4.1
1930 1,568,662 7.7
1940 1,623,452 9.2
1950 1,849,568 16.2
1960 1,670,144 28.9
1970 1,511,482 44.5
1980 758,939 63.0
1990 777916 76.0
2000 951,270 81.6

Source: U. S. Bureau of the Census.

In 2000, as well, over 38,000 or 10.3% of the total housing units were
unoccupied. In 1990, unoccupied housing units numbered 35,970, 8.8% of total housing
units in the city. Over sixty thousand lots lie empty. Over one-third (32.4%) of the city’s
residents live below the poverty level. Nearly one-half of related children under 18 live
below the poverty level, and nearly one-quarter of persons 65 years and over live below
the poverty level. In 2000, the unemployment rate in the City was 6.6% (U.S. Bureau of
the Census).

Detroit represents a half-century of redevelopment efforts (Keating and
Krumholz, 1999); however, the city remains “plagued with joblessness, concentrated
poverty, physical decay, and racial isolation (...) A visit to the city’s welfare offices,
hospitals, and jails provide abundant evidence of the terrible cost of the city’s persistent

unemployment and poverty (Sugrue, 1996, p. 3)”. Although the outlook for Detroit
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appears bleak, researchers acknowledge ongoing efforts to save and rebuild the city.
Critical to these efforts is the role of the federal government, private sector partnerships,

and citizen participation (Keating and Krumholz, 1999).

Detroit and Urban Development

Several federal initiatives, strategies, and urban programs have been employed to
revitalize the city, examples include: the 129-acre Gratiot Redevelopment Project, the
Housing Acts, the War on Poverty, the Total Action Against Poverty, the Model Cities
Program, the Public Housing and Urban Development programs, the Empowerment
Zone, and the Renaissance Zone Program initiative. However, “The federal dollars
provided by each initiative were never enough to achieve the desired outcome (Keating
and Krumholz, 1999).”

In addition to federal efforts, the private sector has also played a role in Detroit’s
urban renewal efforts. Private businesses invested billions of dollars in the city. The Big
Three automobile manufacturers, General Motors, Chrysler Corporation, and Ford Motor
Company have facilitated business development and job creation in the city (Keating and
Krumbholz, 1999).

According to former Mayor Archer, the Detroit of the future will be an exciting
place to live in, visit, work and do business (Mayor Archer’s Administration Vision,
2002). His vision of Detroit is that of a thriving cosmopolitan center of entertainment and
commerce for the 21* century, and the premier entertainment center of the Midwest. The
city has a prosperous entertainment industry. Its diverse contemporary entertainment

options provide business development opportunities for community investors and
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entrepreneurs and employment opportunities for residents (Report to the Mayor’s Casino
Advisor Committee, 1997).

The major tourism-related attractions in Detroit are described below.
Riverfront/convention area:

The GM World Exhibit and the New Center Court Café (with 17 restaurants)
opened in the Renaissance Center in downtown Detroit in 2000. The GM World Exhibits
showcases many of GMs’s new and classic vehicles. GM plans to add another 130,000
square feet of retail space in a five-story glass enclosed atrium overlooking the Detroit
River.

Downtown sports/entertainment district:

Comerica Park, the new Detroit Tiger’s downtown ballpark, opened in 2000. The
ballpark can accommodate 40,000 spectators and includes a food court, restaurants, and
lounges with night-time entertainment.

Campus Maritus:

Situated a few blocks from the new Tiger stadium, Campus Maritus is a multiple-
use complex of retail stores, offices, and restaurants.
Ford Field Stadium:

A new $200 million Ford Field Stadium has recently been completed for the
Detroit Lions NFL football team. The new stadium is located within the downtown sports
and entertainment district and opened in 2002.

Metro airport expansion:
The Detroit-Metro Area airport has completed a $1.6 billion dollar expansion project,

which added a 74-gate terminal and an additional runaway.
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The new terminal has 57 stores and restaurants.

Three land-based casinos:

Three temporary casinos have opened in Detroit. The MGM Grand Casino and
the Motor City Casino opened in 1999 and the Greektown Casino opened in 2000. By
2006 these three temporary casinos will become permanent. Each of the permanent
casinos will include: 400 hotel rooms; a 1700-2000 seat theater; a conference center, and
100,000 square feet of gaming space. MGM Grand Detroit Casino and Greektown
casinos will construct new complexes for their permanent facilities that will be located
approximately two blocks north of their temporary facilities. Both permanent properties
will be located closer to Detroit freeways and allow each developer additional space for
ancillary development projects. Motor City Casino will invest $300 million to expand its

current casino complex. Each permanent casino is slated to include:

1. 400 hotel rooms;

2. 100,000 square feet of gaming space (current temporary locations are limited to
75,000 square feet);

A 1,500-2,000 seat showroom;
Conference space;

Local, national and international retail outlets; and

SN

Four or more restaurants (The Michigan Gaming Law Newslettler, August 2,
2002).

For many governments, tourism has often been touted as an economic
development catalyst. Expansion and building of tourism-related attractions and activities
are another strategy Detroit’s policy makers and planners have embraced to promote

economic development and broaden the city’s tax base. In March 20, 2002, regional
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leaders and government officials gathered to discuss a ten-year tourism plan whose
objective is to transform the Tri-county region into a more competitive tourism
destination. In addition, Detroit is host tb the following events that are aimed at bringing
in more tourists to the region:

The AAU Junior Olympic Games, 2003

The Lions Club International Convention, 2004

The Ryder Cup Golf Tournament, 2004

The National Tour Association Convention, 2005
The Super Bowl, 2006 (Hotel Interactive, 3/25/2001).

Tourism as One Strategy for Economic Development

Tourism contributes to local, state, and national economies by generating high
volumes of employment and taxes. However, researchers have identified several costs
that are associated with tourism development. To understand the complexity of tourism
development, topics discussed in this chapter include the significance of tourism in the
United States; distinguishing features of travel and tourism in Michigan; Detroit as a

tourist destination; and an outline of the benefits and costs of tourism.

Significance of Tourism in the United States

According to the Travel Industry Association of America (TIA, 2001), tourism is
one of America’s largest service exports and largest employers, and America’s third
largest retail sales industry. Spending by international and domestic travelers generated a
total of $99.5 billion in tax revenue for local, state, and federal governments in 2000.
Domestic traveler expenditures generated $85.9 billion in tax revenue in 2000, and
international travelers produced the remaining $13.6 billion. Furthermore, the travel and

tourism industry directly employs more than 7.8 million individuals, generating $171.5
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billion in payroll dollars. Capturing, recapturing, or retaining a share of these tourism

dollars has been a primary motivation for governments to promote tourism.

Distinguishing Features of Travel and Tourism in Michigan

The Northern Michigan Development Bureau of Bay City (predecessor of the
former East Michigan Tourist Association), and the Upper Peninsula Development
Bureau (predecessor of the Upper Peninsula Travel and Recreation Association) were
both established in 1910 (McIntosh, 1982). The nation’s first travel information center
was constructed in Michigan in 1935 on US-12, south of new Buffalo. A second travel
information center was established in Menominee in 1937 (Michigan Department of
Transportation, 1985). The nation’s first road park was constructed in Michigan in 1935
on M-43 east of Lansing (Michigan Department of Transportation 1985). Michigan was
the first state to provide highway users with roadside picnic table sites (Michigan
Department of Transportation, 1985). The Detroit Convention Bureau, founded in 1896,
is the oldest convention bureau in the world (Metro Detroit Convention and Visitors
Bureau).

In 1999, tourism in Michigan generated more than $11 billion and more than 160
thousand jobs. Michigan ranked thirteenth in terms of domestic travel expenditures,
generating $10.9 billion, and fifteenth in terms of international expenditures, generating
$0.6 billion (Travel Industry Association of America, 2001).

An image study by Spotts, Kim, Carr, and Holecek in 1998 revealed that

respondents who had never visited Michigan held a lower mean image desirability rating
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of Michigan than those who visited the State. Detroit was mostly perceived as one of the

negative characteristics of Michigan as a tourist destination.

Detroit as a Tourist Destination

Results from a telephone survey of Midwestern U.S. households conducted by the
Travel, Tourism and Recreation Resource Center at Michigan State University in 1998,
suggested that Michigan generally has a positive image as a pleasure trip destination.
According this study, the most frequently mentioned positive impressions of Michigan as

9 66 99 €6,

a pleasure trip destination were “water-related resources,” “scenery,” “nature attractions,”
and the “Upper Peninsula”. However, as evidenced in Figure 1, weaknesses in this image
were evident with respect to perceptions of climate, Detroit, roads, and crime in Detroit

(Spotts, Kim, Carr and Holecek, 1998).
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Figure 1. Most frequently mentioned negative impressions of Michigan
as a pleasure trip destination.

Source: Spotts, Kim, Carr and Holecek, 1998.

Another researcher described Detroit’s image as a travel destination as follows:
“Many people do not even know of Detroit’s tourism attractions. Others may know, but
still do not consider Detroit a travel destination that they would want to visit (CIC
Research, Inc, 2000, p. 17).”

According to the Detroit Convention and Visitors Bureau (www.visitdetroit.com,

12/2/2002), Detroit hosts a significant number of travelers despite its less than stellar
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image. The area attracts both pleasure and business travelers. Both share the experience
of Detroit museums and cultural facilities, sporting events, shopping and retail venues.
Business travelers come to Detroit for such purposes as trade shows and convention
meetings. According to CIC Research, Inc.’s 2001 study, generally speaking, the Detroit
Metro area reported solid growth in most visitor industry categories during 2000. Nearly
18 million visitors came to Detroit in 2000, recording an increase of 4.1% over 1999, and
surpassing the U.S. average travel increase of 2.6% for the same period. These visitors
spent more than they have in the past, totaling approximately $5.1 billion compared to
$4.5 billion in 1999. Also between 1999 and 2000, amusement and recreation
employment recorded growth of 12.2%; Canadian border crossing increased 10.4%; air
passenger arrivals to the Metro area increased 4.2%. Among other attractions, the Detroit
Zoo and Henry Ford Museum, attendance increased 7.2% and 5.4% respectively over the
previous year; the hotel industry reported a 3.3% increase in total room nights sold, and
there was an 8.0% increase in room tax assessment. The Detroit Metro area room tax
assessment approximated $11.9 million, in 2000 (CIC Research, Inc, 2000).

As mentioned previously, tourism generates employment and tax revenue;
however, it has long been argued that tourism is not always positive. Tourism has both

positive and negative impacts on communities.

Benefits and Costs of Tourism
International, national, state, and local governments have embraced tourism to
enhance their economies. However, although tourism is touted as a strong agent for

economic development, tourism is not a panacea, it has both benefits and costs (Gartner,

39



1996; Mclntosh, Goeldener and Ritchie, 1995). The nature of tourism as neither a
panacea nor a blight is illustrated by the following statement, “Tourism protects the
environment. Tourism destroys the environment. Which statement is true? Both
statements are correct and defensible (Gartner, 1996, p. 110).”

While economic costs can be measured, many of the social costs incurred are
difficult or impossible to measure. Tourism has been blamed for polluting beaches,
raising the price of labor, land, goods, contaminating the value of native people,
crowding, congestion, noise, litter, crime, lack of control over a destination’s future, low-
paid seasonal employment, etc. McIntosh, Goeldener and Ritchie (1995, pp. 335-336)
offer a list of potential economic and non-economic positive and negative externalities
that tourism may bring to a community. Major, positive tourism external values include:

1. Provides employment opportunities, both skilled and unskilled, because it is a

labor-intensive industry

Generates a supply of needed foreign exchange

Increases incomes

Creates increased gross national product

Requires the development of an infrastructure that will also help stimulate

local commerce and industry

Justifies environmental protection and improvement

Increases governmental revenue

Helps to diversify the economy

Creates a favorable worldwide image for the destination

O Facilitates the process of modernization by education of youth and society and

changing values

11. Provides recreational facilities for tourists that may be used by a local
population which could not otherwise afford developing facilities

12. Gives foreigners an opportunity to be favorably impressed by little-known
country or region.
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Some negative external values commonly associated with tourism include:
1. Develops excess demand

2. Creates leakages so great that economic benefits do not accrue
3. Diverts funds from more promising forms of economic development
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4. Creates social problems from income differences, social differences,
introduction of prostitution, gambling, crime, and so on

Degrades the natural physical environment

Degrades the cultural environment

Poses challenges of seasonality

Increases vulnerability to economic and political changes

Adds to inflation of land values and the price of local goods and service.

0 RN

Simply because some developments provide economic benefits does not mean
that they are appropriate or could serve as models for future development (Gartner,
1996). Gartner further explains that very few generalizations are valid when considering
the economic benefits and costs of tourism development. Almost every beneficial claim
has its negative counterpart, and therefore, each case must be decided on its merits (p.
106). It remains, nevertheless, that: “Tourism is one of the world’s greatest and most
significant social and economic forces (McIntosh, Goeldener and Ritchie<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>