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About This Study:
A Description of Methodology, Frequently Asked
Questions, and Frequently Used Terms

This document is taken directly from the final report from our most recent
national study—dArfs and Economic Prosperity IV—which was published in
June 2012, It is included in the Study Welcome Packet to provide
background about the project and help you answer questions that you may
receive about the study in your community.

Because your study will employ the same methodology, these materials are
relevant and may prove helpful to you.




LEAKAGE

The money that community members spend outside of

a community. This nonlocal spending has no economic
impact within the community. A ballet company purchas-
ing shoes from a nonlocal manufacturer is an example of
leakage. If the shoe company were local, the expenditure
would remain within the community and create another

round of spending by the shoe company.

RESIDENT EOUSEHOLD INCOME

(OR PERSONAL INCOME)

The salaries, wages, and entrepreneurial income residents
earn and use to pay for food, mortgages, and other living
expenses. it is important to note that resident household
income is not just salary, When a business receives money,
for example, the owner usually takes a percentage of the

profit, resuiting in income for the owner.

REVENUE TO LOCAL AND STATE GOVERNMENTS

Local and state government revenue is not derived
exclusively from income, property, sales, and other taxes.
it also includes license fees, utility fees, user fees, and
filing fees. Local government revenue includeslfﬁnds

to governmental units such as a city, county, to}wnship,

school district, and other special districts. E

“In Nebraska, we understand

that cultural excellence is crucial
to economic development.

The economic impact of arts
organizations on our state is
significant, and without the
quality and diversity of the arts,

it would be difficult to attract and
promote business development.
Arts-related industries create jobs,
attract investments, and enhance
tourism. Additionally, the arts
connect us to each other and add
richness to our lives.”

LT, GOVERNOR RICK SHEEHY
Chair, National Lt. Governors Assaciation

TN AR AR B EGER IR ELE RO

Americans for the Arts continues
to develop the tools for arts
advocates and the evidence to
persuade decision-makers that
the arts benefit all people in

all communities.”

JANET BROWN
Executive Direcior, Grantmakers in the Arts




What other information was collected in
addition to the arts surveys?

In addition to detailed expenditure data provided by the participat-
ing eligible organizatlons, extensive wage, labar, tax, and commerce
data were collected from local, state, and federal governments for
use in the input-output model.

Why are admission/ticket expenses excluded
from the analysis of audience spending?

Researchers make the assumption that any admission fees pald

by attendees are typically collected as revenue by the organization
that Is presenting the event. The organizations then spend those
dolfars. Thus, the ticket fees are captured in the operating budgets
of the eligible nonprofit arts and cuiture organizations that
participate in the arganizational data collection effort. Therefore,
the admissions pald by audfences are excluded from the audience
spending analysis in order to avoid “double-counting” those dollars
in the overali analysis.

Why doesn’t this study use a multiplier?

When many peaple hear about an economic impact study, they
expect the result to be quantified in what is often called a mul-
tiplier or an economic activity multiplier. The ecanomic activity
multiplier is an estimate of the number of times a dollar changes
hands withip the community {e.g.,a theater pays its actor, the
actor spends money at the grocery store, the grocery stare pays the
cashier, and so on). It is quantified as one number by which expen-
ditures are multiplied. The convenience of the muitiplier Is that itis
one simple number. Users rarely note, however, that the multiplier
is developed by making gross estimates of the industries within the
{ocal economy and does not allow for differences in the charac-
teristics of thoese Industries. Using an ecanomic activity multiplier
usually results in an overestimation of the econemic impact and
therefore lacks refiability.
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