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While the tourist industry is fast becoming one of Duluth’s most important
growth industries little attention has been paid to industries which service the incoming
visitors. The outdoor advertising industry, ODA, is one such industry. Often residents
mistake the signage that provides vital information and persuation as a nuisance. In
some respects this advertising can be a nuisance if not tastefully done. However, this
advertising provides important information to the potential consuming public. This
information help’s the local citizens and incoming tourists to decide where to eat, stay
and shop while in Duluth. In this brief report the impact of one outdoor advertising
firm on Duluth’s economy will be estimated. |

The firm spent $1.02 million in Duluth during 1986 directly on personal leases
and legal services while providing outdoor signage. This firm employed 35 people to
provide advertising services to 176 Duluth based businesses (See Table’s 1 and 2).
Using a computer simulation model for Northeast Minnesota, an estimate of the total
spending impact of the ODA is given as $5,578,000. This impact represents the direct
and indirect spending generated by this firm. In Table 3, Row 1, the ODA impact on
Duluth employment is show as 70.5 individuals as full time equivalents.

Several, somewhat dated surveys of Duluth tourists, have shown that tourists are
often not provided with sufficient information about what Duluth has to offer. In
addition, these tourists have complained that important attractions are hard to find. If
this is true, the ODA has an important function to play in providing the needed
information to the incoming tourists in an efficient, economical and effective manner.
While this study does not attempt to evaluate the ODA, in relationship to the above
criteria, this study will estimate the impact of campaign by assuming the advertising is
of average effectiveness.

In Table 2, row 2, the estimated client sales resulting from the ODA are shown.
The 176 client firm had an estimated $20,400,000 in sales as a result of the $1,020,00
spent on ODA. In addition, this $20,400,000 in direct sales spurned Duluth’s economy




to a total sale of $119,560,000 as the result of the ODA. These client firms employed
directly an estimated 433 people the additional indirect spending provided 873 full time
equivalent jobs. The total number of Duluth jobs affected by the ODA firm is 943.5
jobs out of a total number of jobs of 43,420 in 1986.

While not all of this tourist spending or tourist related jobs would be lost if
ODA were restricted or eliminated, nevertheless, a significant amount of spending and
a number of jobs would be affected. Other advertising media might pick up some of
the slack, however, the other media cannot provide the type of information in the
visual format that is currently provided by the ODA. If ODA is severely restricted or
eliminated, then Duluth risks losing tourist and related spending influenced by ODA of
$119,560,000 and as many as 943.5 Duluth jobs.




Source:

Type

Payroll
Lease
Legal

Other

Total

TABLE 1

Direct and Indirect Impact of

Outdoor Advertising Firm on Duluth’s Economy

1987
Amount Mutiply
$550,000 5.86
90,000 5.86
120,000 5.86
260,000 5.86
$1,020,000 5.86

SIMLAB: See BBER WP #83-22

Impact

$3,553,000
527,000
704,000
1,524,000

$5,578,000




TABLE 2

Impact of Advertising
on Client Sales

1987
Outdoor Advertising $1,020,000
Client Sales! 176 clients $20,400,000
Percent of Business® 7.22%
Percent of Sales 3.21%
Multiplier 5.86
Direct and Indirect Impact $119,560,000
Percent of Sales® 18.82%

'Based on industry average of $0.05 advertising budget per one dollar sales.
?Total Duluth Business 2,436.
*Total Duluth Retail Sales $635,442,929.
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TABLE 3

Direct and Indirect Impact of
Outdoor Advertising Firm on
Duluth ng\;};loyment

1

Direct Multiplier

Direct & Indirect

Outdoor Advertising Firm Employment 35 2.0149
Client Employment 433 2.0149
TOTAL 465

Source: SIMLAB

70.5
873.0

943.5




