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Summary

Restaurants are an essential part of daily life for many Americans. Almost one-half of adults are
restaurant patrons on a typical day, and the average American spends 47 percent of their food dollar in
restaurants. In Colorado, eating and drinking places — the primary component of the restaurant industry
which accounts for roughly three-fourths of the total restaurant and foodservice workforce — are
projected to register sales of over $9 billion in 2013 and employ more than 190,000 individuals.

Eliminating the sales tax on restaurant food will have a positive impact both on Colorado’s households
and the overall economy. The National Restaurant Association estimates that eliminating the sales tax on
restaurant food will generate an additional $436 million in economic activity in Colorado, create more
than 5,000 new jobs within the state, and boost incomes of Colorado households by nearly $130 million.

Meals Taxes Disproportionately Impact Lower-Income Households

According to the Bureau of Labor Statistics’ Consumer Expenditure Survey, the average U.S. household
spent $2,620 on restaurant food in 2011, which represented 4.1 percent of its pre-tax income.

Among households with annual income of less than $30,000, spending on restaurant food represented 6.8
percent of their pre-tax income, or nearly three percentage points above the national average. As a result,
sales taxes on restaurant food have a disproportionately larger impact on lower income households.

Household Spending on Restaurant Food as a Percent of Annual Income
By Household Income Level
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Source: Bureau of Labor Statistics, National Restaurant Association; 2011 data



Economic Impact of Eliminating the Sales Tax on Restaurant Food

» In 2013, taxable sales of restaurant food (excluding alcohol) in Colorado are projected to total
approximately $7 billion. Based on the 2.9 percent tax rate, this would generate sales tax revenue of
roughly $203 million. Assuming that total restaurant spending would remain unchanged* from the
individual consumer’s perspective, eliminating the sales tax means this $203 million would be pumped
back into the economy in the form of additional restaurant sales.

« According to economic multiplier figures from the Bureau of Economic Analysis, every additional $1
spent in Colorado restaurants generates $2.15 in total economic output and $0.64 in total household
earnings within the state. Moreover, every additional $1 million spent in Colorado restaurants generates
25.1 jobs within the state.

« [Ifthe elimination of the 2.9 percent state sales tax would result in $203 million in additional restaurant
sales, total economic output in Colorado will increase by nearly $436 million. The additional spending
will also create more than 5,000 jobs across all industries in the state, while household earnings will rise
by nearly $130 million.

Total Economic Impact of Eliminating the Colorado Sales Tax on Restaurant Food
By Industry Sector in Colorado

Colorado Industry QOutput Jobs Household Earnings
Agriculture, forestry, fishing, and hunting $5,420,100 6l $1,157,100
g 00

$5,765,200

Marufacturing $31,485,300

Information

SHE)

Real estate and rental and leasing

$34,002,500 $3,166,800

$2,354,800 $1,136,800

Educational services

Households N/A 17 $121,800
TOTAL IMPACT $435,881,600 5,001 $129,676,400

Source: National Restaurant Association estimates, based on RIMS 11 economic multipliers from the Bureau of Economic Analysis
Note: Figures include direct, indirect and induced impacts.

*For example, if a consumer purchases $20 in restaurant food, they would pay an additional $0.58 in sales
tax and the total bill would be $20.58. This analysis assumes that consumers will continue to spend the full
$20.58 even after the sales tax is eliminated, which would mean their total outlays would remain unchanged.
However, the $0.58 would remain in the economy in the form of additional restaurant spending, rather than
taken out through sales tax collections.



