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I. Introduction
A small quiet town like State College, PA which normally has a population of around 40,000 (http://www.census.gov/ ) and is only the tenth largest town in Pennsylvania turns into the third largest city virtually overnight as Penn State football fans come from around the country to attend its home games on the weekends. Beaver Stadium, where the games take place, holds up to 107,282 people (http://www.gopsusp orts.com/Facilities/beaverstadium.cfm #Largest%20to%20see%20PSU), and we can assume that at least half of those are from out of town.  Many of these 50,000 like tailgating, but others just prefer to sleep on cozy bed at night, attend the game the day after and go back home.
II. Analysis of Supply and Demand

From the previous point we know that the demand for the few State College hotel/motel rooms will increase. That means the regular room price will be cheap for the new demand curve and there will be many people willing to buy at that price; more than the suppliers capacity, according to the law of demand which states that” When the price of a good goes up, people buy less of it, other things being equal. When the price of a good goes down people buy more of it, other things being equal” (Miller, 2006, p.49). Therefore, the price of the room must go up to maintain the equilibrium point. On the other side of the market, higher prices are supposed to provide more of the good, according to the law of supply that states “At higher prices a larger quantity will generally be supplied than at lower prices, all other things held constant. At lower prices a smaller quantity will generally be supplied than at higher prices, all other things held constant” (Miller, 2006, p.60). However, in the case of demand for hotel rooms, we are dealing with fixed supply; approximately 1750 rooms in 35 hotels and motels in State College. Which means as the demand curve shifts to the right and price goes up; there will be no change on the supply curve that eventually leads to higher and higher prices as the demand increases.                                                                                                                                                                                                                                            
                                                                                                                                                                                                                    
 Survey of Hotels in the State College Area

An overview of football vs. non-football hotel room prices

	Hotel/Motel Name
	Room Rate Change? (Yes/No)
	Non-football Weekend Price
	Football Weekend Price
	Minimum Stay Required?

	Ramada Inn
	Yes
	$79 per night
	$190 per night
	2 day minimum

	Penn Stater Conference
Ctr. Hotel
	Yes
	$105 per night
	$199 per night
	2 day minimum

	Nittany Lion Inn
	Yes
	$135 per night
	$239 per night
	No

	Hampton Inn
	Yes
	$89 per night
	$269 per night
	2 day minimum

	Courtyard by Marriot
	Yes
	$127 per night
	$269 per night
	2 day minimum


After surveying several hotels in the State College area, one can conclude this; attending Penn State football games is not an inexpensive hobby.  One overwhelming similarity between majorities of the surveyed hotels is nearly all the prices doubled during football versus non-football weekends.  Because they are aware that people will pay, basically, any price for their rooms, hotel owners and workers take full advantage of the increasing demand curve.  To ensure a “no vacancy” policy for the entire weekend, in addition to raising their prices, most hotels also require a minimum two night stay.  To further ensure their profits, all the hotels listed institute a “no cancellation policy,” meaning the reservation is not only final, but also binding.  Though the chart above only shows the rate increases and stay requirements for five hotels in State College, many, if not all, hotels in the area respond to football weekends in a similar fashion. 

             Survey of Hotels and Motels outside the immediate State College Area
An overview of football vs. non-football hotel room prices

	Hotel/Motel Name
	Location
	Room Rate Change? (Yes/No)
	Non-football Weekend Price
	Football Weekend Price

	Best Western
	Du Bois
	No
	$85 per night
	$85 per night (same)

	Comfort Inn
	LaMar
	Yes
	$90 per night
	$128.95 per night

	Super 8 Motel
	Lewistown
	Yes
	$64 per night
	$74 per night


Though they are not in the heart of State College, most hotels and motels in the surrounding areas do not want to be cheated out of their chance at making an extra dollar or two.  Similar to the hotels surveyed in State College, two out of the three surveyed hotels and motels from the surrounding areas raised their football weekend room prices.  Their rates, however, do not experience such a drastic change.  Rather than nearly doubling in price, hotel and motel rooms in the areas surrounding State College do not increase more than $40.  In fact, Best Western, located in Du Bois, which is roughly a half-hour drive from Penn State University, does not raise their rates at all.  Because Best Western, Comfort Inn and Super 8 Motel are not in the heart of State College, they, thus, cannot charge such a drastic difference in price.     
If the University expanded the capacity of the stadium, one would expect the number of hotel rooms to increase. One could also infer that the number of hotels in the area to increase.  But this change will happen in the long run as the market gradually responds to the expansion.


Applying the concept of price elasticity of demand; “The responsiveness of the quantity demanded of a commodity to changes in its price; defined as the percentage change in quality demanded divided by the percentage change I price” (Miller, 2006, p.459), to the case of hotel rooms demand during football weekends, we will find that this price elasticity of demand has a relative perfect inelastic curve. Taking that on average, 40 of the 52 rooms available at any given hotel are available on non-football weekends and the cost of a non-football weekend room is $89 and the cost of a football weekend room is $269.  Using the equation Q2-Q1/Q2+Q1 x P2+P1/P2-P1, the percentage comes out to be 26%.

 That means for 1 percentage change in price there will be a very small change in the quantity demanded for the new price. Based on that if the local government in the State College Area decided to put a tax on hotel/motel rooms of 10% on the price of the room the buyer is more likely to pay this tax, and the market price will rise by the amount of the tax leaving the buyer paying all of it.    


If we were to compare State College football weekends with other schools in the Big Ten, like Ohio State and Michigan, we will find a huge difference in the football economic impact on the cities. Ohio State is located in the capital of Ohio; Columbus, where the population is over 600,000 and Michigan State is located in Ann Arbor, MI where the population of the area is over 200,000; whereas the population of State College is barely 40,000 (http://statecollege.areaconnect.com/statistics.htm). Assuming that the number of football fans coming into all three cities is constant and equal to about 100,000, the effect of these 100,000 fans is much stronger on a town like State college where the population is only 40,000 compared to a relatively large city of population over 600,000 like Columbus, OH. This is because the supply in large cities is much higher than those in small towns. This means that the increase in demand on hotels in football weekends is only around 16% in Columbus, OH for the amount of influx mentioned above compared to that of a whopping 250% increase in demand in State College, PA. This simple analysis shows that the deviation from the normal demand is extremely high in State College compared to larger cities which makes the deviation in prices of hotel rooms enormous as well. 
III. Conclusion


From our analysis we have shown that hotels will have the ability to raise their rates on football weekend because of a higher demand in the market. Not only do they raise their rater but the majority of them create a minimum two night stay. Due to the expansion of the stadium there was also an expansion of hotels in the area. Following the expansion of the stadium, Williamsburg Square was built that includes large chain hotels such as the Holiday Inn, Select and the Hampton Inn.  Also after the expansion, a Hilton Garden Inn was built on College Avenue.  In conclusion, the influx of people on football weekends creates a higher demand of rooms.  The higher the demand, the more hotels and rooms will be provided.

IV. Division of labor
Abigail H Beardsley: Q 5, 6 and 7.

Fatemah Alhusayni: cover page, Q 8 and 9
Jamie A Held: Introduction, Q 3 and 4

Sara M Theodorous: Q 1 and 2, conclusion
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