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1.0 Introduction 

2.0        Methodology & Assumptions 

2.1 Approach to Study 

2.2 Analysis and assumptions 

2.2 Economic Impact Methodology 

 

2.3 Economic Impact Methodology 

 

Economic impact analysis examines the economic implications of an activity in terms of output, 

earnings, and employment. For this study, the analysis focused on three separate impacts: 

 1.  Construction impacts – spending by the institution on capital projects that add 

 academic space to accommodate the estimated number of students. 

 2.  Operations impacts – the ongoing annual impacts of a university including direct 

 expenditures by the university on salaries and operating supplies along with spending by 

 faculty and staff. 

 3. Additional ongoing impacts generated by student spending within the community. 

 

The different types of economic impacts are known as direct, indirect, and induced, according to 

the manner in which the impacts are generated. For instance, direct employment consists of 

permanent jobs held by the project employees. 

 

Indirect employment  is  those  jobs  created  by  businesses  that provide  goods  and  services 

essential to the operation or construction of the project.  These businesses range from 

manufacturers (who make goods) to wholesalers (who deliver goods) to janitorial firms (who 

clean the buildings).  Finally, the spending of the wages and salaries of the direct and indirect 

employees on items such as food, housing, transportation and medical services creates induced 

employment in all sectors of the economy, throughout the metropolitan area. These secondary 

effects are captured in the analysis conducted in this study. 

 

Multipliers have been developed to estimate the indirect and induced impacts of various direct 

economic activities. The Minnesota IMPLAN Group developed the multipliers used in this 

study.  The economic impact is categorized into three types of impacts: 

http://www.arizonaeconomy.com/
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 (1) Employment Impact – the total wage and salary and self-employed jobs in a region.  

 Jobs include both part time and full time workers. 

 (2) Earnings Impact – the personal income, earnings or wages, of the direct, indirect and 

 induced employees.  Earnings include total wage and salary payments as well as benefits 

 of health and life insurance, retirement payments and any other non-cash compensation. 

 (3) Economic Output – also referred to economic activity, relates to the gross receipts 

 for goods or services generated by the company’s operations. 

 

Economic impacts are by their nature regional in character. Such impacts are best illustrated 

when not assigned to a specific city or locality, although clearly the primary impact of job 

creation would be on the city or town where the campus is located. However, many other 

communities in the surrounding region would also benefit from the construction and operations 

of the university.  Depending on final site selection for the new ASU campus, the regional 

impact will vary.  Therefore, the economic impact in this report is representative of an average 

county within Arizona. 
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2.4  Fiscal Impact Methodology 

 

Fiscal  impact  analysis  studies  the  public  revenues  associated  with  a  particular economic  

activity. The primary revenue sources of local, county, and state governments (i.e., taxes) are 

analyzed to determine how an activity may affect the various jurisdictions.  This section will 

evaluate the impact of the campus on State and local government revenues. The fiscal impact 

results for the estimated county and city revenues are based on weighted average tax rates for all 

counties or cities within Arizona.  The actual result could be higher or lower depending on the 

respective local tax rates and other inputs such as the size of the community or the number 

students that live within the community’s boundaries. 

 

The fiscal impact figures cited in this report have been generated from information provided by a 

variety of sources including the U.S. Bureau of the Census; the U.S. Department of Labor; the 

Internal Revenue Service; the State of Arizona; the Arizona Tax Research Association; and the 

U.S. Consumer Expenditure Survey. Elliott D. Pollack and Company has relied upon the 

estimates of construction cost and operating revenues outlined in Table 1 of this study.  Unless 

otherwise stated, all dollar values are expressed in 2009 dollars. 

 

Fiscal  impacts  are  categorized  by  type  in  this  study,  similar  to  economic  impact analysis. 

The  major  sources  of  revenue  generation  for  governmental  entities  are related to the 

proposed construction and ongoing University operations. 

 

Construction  impacts  relate  to  the  revenues  generated  from  construction  of  the academic 

space and include state and local sales taxes levied on construction materials and FF&E.  These 

are the “primary” revenues generated from the construction of the campus. In addition, the direct, 

indirect and induced employees supported by the construction activity also generate revenues to 

local and state governments. For instance, employees will spend part of their salaries on retail 

goods (thereby paying sales taxes), pay property taxes and contribute to the other revenue 

sources that are shared by the State with counties and local cities. In addition, part of the State’s 

collection of sales taxes on construction materials is also shared with counties and local cities. 

All of these revenues create benefits for counties and local cities. They are referred to in this 

report as “secondary” impacts. 

 

The ongoing operations of the University also create beneficial fiscal effects.  Faculty, staff and 

students will spend part of their salaries on local goods and services and pay taxes on the homes 

they occupy.  This spending will contribute to revenues collected by the State that are ultimately 

shared with local governments. 

 

The following is a description of the applicable revenue sources that will be considered for this 

analysis. 

 

Construction Sales Tax 

The State, counties and cities levy a sales tax on materials used in the construction of buildings 

or development of land improvements. That tax is calculated by State law under the assumption 

that 65% of the construction cost of the facility and its land improvements are related to 
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construction materials with the remaining 35% devoted to labor.  The sales tax rate is then 

applied to the 65% materials figure. The sales tax on construction materials is a one-time 

collection by the governmental entity.  The State in 2009 levied a 5.6% sales tax on construction 

activity (a portion of which is shared with local governments) while  the  weighted  average  

county  rate  is  0.6%  and  the  weighted  city construction sales tax rate is 1.9%. 

 

Use Tax 

The State, counties and local cities charge a use tax that is assessed on items purchased outside 

the jurisdiction and brought in for storage, use or consumption. The use tax rate is 5.6% for the 

State, 0.6% for the average county and 1.9% for a city.  This tax rate is applied to the FF&E 

(furniture, fixture and equipment) within the university campus. 

 

Sales Tax 

The State, counties, and local cities in Arizona charge sales tax on retail goods. The sales tax rate 

in 2009 for the State was 5.6%. Portions of this tax are redistributed through revenue sharing to 

counties and cities throughout Arizona based on population. The weighted average for counties’ 

sales tax rate is 0.7%. The weighted average for cities is 1.9%. These tax rates are applied to 

taxable supplies, taxable spending of students as well as to the spending of direct, indirect and 

induced employees.  Most of the employees supported by the project reside within a city or, at 

the very least, purchase goods from retailers located within a municipality.  Based on data from 

the U.S.  Consumer Expenditure Survey, the projected extent of retail spending and resulting 

sales tax receipts was calculated. 

 

Property Taxes 

Employees supported by the construction and operations of an ASU campus will pay property 

taxes on the homes they occupy. In order to estimate property taxes, the assessed value full 

cash value of a typical housing unit has been calculated at approximately $185,000. This 

does not necessarily represent market value.  The average county levies a property tax rate of 

$4.34 per $100 of assessed value. Cities average $1.23 per $100 of assessed value. 

 

State Unemployment Tax 

Unemployment insurance tax for employees is 2.7% on the first $7,000 of earned income.  This 

factor is applied to the projected wages and earnings of direct and indirect employees. 

 

State Shared Revenues 

Each city in Arizona receives a portion of State revenues from four different sources - State sales 

tax (see description above), State income tax, vehicle license tax and highway user tax.  The 

formulas for allocating these revenues are primarily based on population.  Counties also share in 

the revenue sources of the State, with the exception of income tax. 

  

 State Income Tax 

The State of Arizona collects taxes on personal income.  The tax rate used in the analysis 

averages about 1.6% for earnings.  These percentages are based on the most recently available 

income tax data from the State and the  projected  wage  levels  of  jobs  created  by  the  

construction  and operations impact.  This tax is applied to the wages and earnings of direct and 
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indirect employment. Portions of this tax are redistributed through revenue sharing to cities 

throughout Arizona based on population. 

 

 HURF Taxes 

The State of Arizona collects specific taxes for the Highway User Revenue Fund (HURF). Both 

the registration fees and the motor vehicle fuel tax (gas tax) are considered in this analysis. The 

motor vehicle fuel tax is $0.18 per gallon and is calculated based on a vehicle traveling 12,000 

miles per year at 20 miles per gallon.  Registration fees average $66 per employee in the State of 

Arizona. These factors are applied to the projected direct and indirect employee count.  Portions 

of these taxes are distributed to cities and counties throughout Arizona based on a formula that 

includes population and the origin of gasoline sales. 

 

 Vehicle License Tax 

The vehicle license tax is a personal property tax placed on vehicles at the time of annual 

registration.  This factor is applied to the projected direct, indirect and induced employee count. 

The average tax used in this analysis is $325 and portions of the total collections are distributed 

to the Highway User Revenue Fund.  The remaining funds are shared between cities and counties 

in accordance with population-based formulas. 

 

The above tax categories represent the largest sources of revenues that would be generated to 

city, county, and State governments. This analysis considers gross tax collections and does not 

differentiate among dedicated purposes or uses of such gross tax collections. 

 

3.0  Impact of Construction 

 

This section of the report outlines the economic and fiscal impact of the construction at the ASU 

campus.  Construction phase impacts are generally short-term effects related to on-site and off-

site construction employment and other industries that support construction.  The long-term or 

ongoing impacts are described in Sections 4.0 and 5.0 of this report. 

 

3.1  Economic Impact of Construction 

 

The impact from construction of the campus is illustrated for all three scenarios. All values are 

stated in constant 2009 dollars.  No inflation factor has been included in the analysis. 

 

Scenario A is based on the construction of 55,000 square feet costing $16.5 million in hard 

construction costs and an additional $3.3 million in soft costs.  This would generate 142 direct 

jobs with $8.4 million in wages.  An additional 117 indirect and induced jobs would be created 

from ripple effects throughout the economy, for a total of 259 direct, indirect, and induced jobs 

created during the construction period with $14.2 million in wages and $35.6 million in 

economic activity. 

 

These jobs would cease to exist when construction is completed.  The figures are summarized in 

the Table 2. 
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The economic impacts are expressed as a total impact, irrespective of how long each 

construction component takes to complete.  If construction takes more than one year to complete 

then the total impact would be the same, but spread out over the course of construction.  

 

Table 2 
Establishment of Undergraduate Campuses, ASU Economic Impact of 
Construction          
       Economic 
Impact    Wages Output 
Type    Jobs   ($mil)  ($mil) 
Direct   142   $8.4   $19.8 
Indirect     40   $2.4   $6.2 
Induced     77   $3.4   $9.6 
    Total   259   $14.2   $35.6 
 
NOTE S 
1   The total may not equal the sum of the impacts due to rounding. 
2   All dollar figures are in 2009 dollars. Inflation has not been included in these 
figures. 
 
Source: ASU; Elliott D. Pollack & Company;  IMPLAN. 
 

 

3.2 Fiscal Impact of Construction 

 

The tables included in this section summarize revenues that would ultimately flow to the State of 

Arizona, the selected county and the selected city.  Some revenues are more direct and definable 

than others.  Revenues have been defined in this analysis as either primary or secondary, 

depending on their source and how the dollars flow through the economy into government tax 

accounts. For instance, some revenues, such as construction sales taxes, are definable, 

straightforward calculations based on the cost of construction.  These revenues are described in 

this study as primary revenues. 

 

Secondary revenues, on the other hand, flow from the wages of those direct, indirect and induced 

employees who are supported by the project. Revenue projections are based  on  typical  wages  

of  the  employees  working  in  the  project,  their  spending patterns, projections of where they 

might live, and other assumptions outlined herein. 

 

The following tables show the total fiscal impact of the project irrespective of how many years 

each of the individual components take to construct. Even if construction of certain portions of 

the site were delayed or the development were to take more than their allotted time to complete, 

the sum of the individual impacts from each component or  phase  would  be  equal  to  the  total  

projection  provided  below  (in  2009  dollars, excluding any impact of inflation), but extended 

over a longer time frame. 
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Furthermore, each scenario represents the total stand-alone impact for the construction of that 

scenario. That is, the scenarios are not represented as incremental values. However, if each 

scenario were to be considered as a phase of construction, the values from the prior scenario 

could be subtracted from the subsequent scenario to estimate the incremental impact of each 

phase. 

 

State of Arizona Fiscal Impact of Construction 

 

Table 3 outlines the fiscal impact of construction of the campus on the State of Arizona. The 

primary revenues (construction sales tax and use tax) that would accrue to the State total 

approximately $811,100 in Scenario A.   

 

The remainder of the revenues that would be generated from construction is classified as 

secondary and, as previously described, relate to the spending of construction employees on 

retail goods, vehicle registration, gasoline taxes and similar items. 

   

The State would collect about $506,400 in secondary revenue during the construction of the 

55,000 square feet of academic space.  Overall, construction for Scenario A would generate $1.3 

million in construction related revenues for the State of Arizona. 

 

Table 3 

Establishment of Undergraduate Campuses, ASU Fiscal Impact of Construction 

State of Arizona 

 

    Primary Revenues                Secondary Revenues from Employment  

Impact  Construction      Use   Employees    Income     Vehicle    Unemp.        HURF      Total 

Type  Sales Tax            Tax   Spending       Tax            License      Tax           Tax          Revenues 

       Sales T ax                Tax 

Direct Revenues:  $626,300   $184,800        $90,000       $156,100     $9,200  $26,900        $13,200   $1,106,500 

Indirect Revenues:    N/A            N/A $25,700         $44,700       $2,600     $7,600         $3,700         $84,300 

Induced Revenues:    N/A            N/A $41,200         $58,800  $5,000  $14,600          $7,100       $126,700 

Total Revenues:    $626,300   $184,800 $156,900     $259,600  $16,800   $49,100       $24,000    $1,317,500 

 

NOT ES 

1   The total may not equal the sum of the impacts due to rounding. 

2   All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

3  The figures for the State of Arizona do not include revenues distributed to counties, cities, and towns. 

4  All of the above figures are representative of the major revenue sources for the State of Arizona. 

The figures are intended only as a general guideline as to how the State could be impacted by the construction. 

5  The above figures are based on the current economic structure and tax rates of the State of Arizona. 

 

Source:  Elliott D. Pollack & Company; IMPLAN; Arizona Department of Revenue;  Arizona Tax Research 

Association. 
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Fiscal Impact of Construction on the County 

 

Table 4 provides the fiscal impact that would be generated by the proposed campus on county 

revenues.  The weighted average tax rates of all counties in Arizona are used in order to estimate 

the impact regardless of its determined location. In Scenario A, county revenues from the 

construction would total $332,000.  This includes primary tax revenues of $97,400 and 

additional secondary revenues of $234,600. 

  

Fiscal Impact of Construction on the City 

 

Table 5 provides the city fiscal impact that would be generated by the campus construction.  In 

Scenario A, city revenues from the construction would total $389,000. This includes primary tax 

revenues of $306,300 and additional secondary revenues of $82,700. 

 

 

 

Table 4 

Establishment of Undergraduate Campuses, ASU Fiscal Impact of Construction, County Revenues 

                                       Primary Revenues                            Secondary Revenues from Employment 

  

Impact                Construction        Use       Employees         Residents          State              Total 

Type                    Sales Tax            Tax        Spending           Property           Shared           Revenues 

                                                                      Sales Tax           Tax                  Revenues  

Direct Revenues    $77,500        $19,900        $14,600         $83,500             $42,400          $237,900 

Indirect Revenues     N/A                N/A           $4,200         $23,600               $5,100            $32,900 

Induced Revenues     N/A                N/A           $6,800         $45,300               $9,100            $61,200  

Total Revenues     $77,500        $19,900         $25,600        $152,400             $56,600          $332,000  

 

NOT ES 

1  The total may not equal the sum of the impacts due to rounding. 

2  All dollar figures are in 2009 dollars. Inflation has not been included in these figures. 

3 All of the above figures are representative of the major revenue sources for the County. 

The figures are intended only as a general guideline as to how the County could be impacted by the construction. 

4 The above figures are based on the current economic structure and tax rates of the County. 

5 County and city revenues based on statewide weighted average tax rates. 

Source: Elliott D. Pollack & Company; IMPLAN; Arizona Department of Revenue; Arizona Tax Research 

Association. 
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 3.3  Construction Impact Summary 

 

A summary of the economic and fiscal impact of construction by scenario is provided in Table 6.  

In Scenario A, the total value of construction is expected to be $19.8 million. This would create 

259 jobs and create an economic impact of $35.6 million. Total revenues collected at the State, 

County and City level (including direct construction sales taxes) would be $1.1 million, 

$312,100 and $326,500, respectively.  
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4.0 Impact of Operations, Faculty & Staff 
 

The operations impacts are the long-term (ongoing) benefits of a project.  This section of the 

analysis provides economic and fiscal estimates for the operations under the three scenarios.  

With the completion of construction in any of the three scenarios, the increase of university 

operations will have a significant impact on the economy. In addition, there will be an impact 

from student spending.  This section of the report will provide the economic and fiscal impact of 

the university operations as well as faculty and staff jobs.  Section 5.0 will include the impact 

from student spending. 

 

4.1  Economic Impact of Faculty & Staff Jobs 

 

Table 7 provides the economic impact of the faculty and staff jobs including the resulting wages 

and economic output, including the supporting jobs (both indirect and induced). The impacts are 

presented as annual impacts estimated for each scenario when the new buildings are operational 

and all new jobs are created.  
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In Scenario A, a total of 56 faculty and staff will be employed at the ASU campus, with average  

wages  of  $4.9  million  annually  and  an  economic  impact  of  $9.7  million annually.  Indirect 

and induced impact will include an additional 52 jobs with total wages of $2.7 million and 

economic output of $8.4 million. 

 

 

 

 
 NOTES 

1   The total may not equal the sum of the impacts due to rounding. 

2   All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

Source: Elliot t D. Pollack & Company; IMPLAN. 

 

 

4.2  Fiscal Impact of Operations 

 

The fiscal impact of operations at a prototypical ASU campus includes the tax revenues 

generated from the materials and supplies purchased locally as well as the faculty and staff 

impacts created from the spending of the employees.  Primary revenues such as property taxes 

are excluded because the university is exempt from paying these taxes. 

 

For Arizona, total tax collections from materials and supply purchases along with revenues the 

university-based staff would amount to $249,000 annually in Scenario A.  These fiscal revenues 

will be generated from income taxes, sales taxes, unemployment taxes and vehicle related taxes 

and fees. 

 

County revenues would total $90,800 annually. City revenues would total $46,100. 
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5.0 Impact of Student Spending 
 

5.1  Student Spending Assumptions 

 

In Scenario A, the prototypical ASU campus hosts 1,000 students.  A satellite campus such  as  

this  would  typically  have  90%  in-state  resident  students  and  10%  (60% and 40% per 

HFHE) of  the students with non-resident status. This equates to 900 in-state students and 100 

(600 and 400 per HFHE) students from out of state. 

   

Based on information from surveys conducted by ASU and by Harris Interactive, in-state 

students spend an estimated $10,855 per year in taxable purchases while out of state students  

spend  about  $13,064  per  year  (in  2009  dollars) Thus,  annual  taxable expenditures by the 

students in Scenario A are estimated to be $11.1 million. This would include both purchases on 

and off campus. 
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Table 9 

Establishment of Undergraduate Campuses, ASU Annual Student Expenditures 
(2009 dollars) 
 
Number of Students 
  

In-state students                    900  
Out-of-state students             100  
Total                                               1,000  

 
Total Taxable Spending ($ millions) 

In-state students                               $9.8  
Out-of-state students                    $1.3  
Total                                                   $11.1  

 
Note: Based on a 1991 and 2002 student spending surveys and inflated at 2. 5% 
annually. Source: Harris Interactive; Arizona State University; Elliott D. Pollack & 
Company 

 

5.2  Economic Impact of Student Spending 

 

Table 10 provides the economic impact resulting from student spending throughout Maricopa 

County. This includes jobs created, wages, and economic output.  The impacts are presented as 

annual impacts estimated for each scenario.  For Scenario A, the $11.1 million in spending 

would generate 214 jobs in the region.   

 

 
NOTES: 1   The total may not equal the sum of the impacts due to rounding. 

2   All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

Source: ASU; Elliott D. Pollack & Company;  IMPLAN. 
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5.3  Fiscal Impact of Student Spending 

 

Table 11 provides the fiscal impact on the State of Arizona, county and city of the taxable 

student spending.  Results for the impact on the city assumes that only 25% of the students that 

attend the school live (and spend their disposable income) within the city where the campus is lo 

 

In Scenario A, the State would collect an estimated $458,000 annually from taxable purchases of 

in-state and out-of-state students while the county would collect an estimated $67,000 and the 

city would collect about $52,000. 

 

 
 

 

6.0 Summary of Total Impacts 
 

The economic and fiscal impact of a prototypical ASU campus will be significant for the 

community and county in which it is located as well as for the State of Arizona. 

 



16 
 

6.1  Economic Impact Summary 

 

The following table summarizes the economic impacts for each scenario.  The impacts are 

broken into construction phase impacts and impacts from University operations including faculty 

and staff.  The figures presented during construction represent the total number of jobs that will 

be generated by construction for each scenario.  On the other hand,  the  operational  impacts  

and  student  spending  impacts  are  represented  as ongoing annual impacts. 

 

 
 

6.2  Fiscal Impact Summary 

 

Table 13 presents the fiscal impact summary. During the construction of any of the scenarios, the 

State, county and city would collect significant revenues. Scenario A would generate $1.1 

million. The county would collect $312,100.  Similarly, the city would collect $326,500 from 

construction related revenues. 

 

In terms of the annual fiscal impact during operations, in Scenario A the prototypical ASU 

campus would generate $707,000 for the State annually, $157,800 for the County and $98,100 

for the City. 
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6.3  Additional Economic Development Considerations 

 

Aside from the more tangible economic impact calculations, the addition of an ASU campus  

would  further  impact  a  community  in  a  number  of  intangible  ways. For example, the 

university provides quality instruction and, therefore, quality workers to the community.  In 

addition, individuals with higher educational attainment earn significantly higher incomes 

throughout their lifetimes, further positively impacting Arizona. 

 

From  a  financial  perspective,  the  university  receives  federal  aid  to  accomplish  its mission 

and to supplement the incomes of its current students.  These inflowing monies significantly 

contribute to the local economy. Additional, immeasurable benefits can also be assigned to the 

university’s operations such as its ability to partner with the private sector through technology 

transfer activities and other methods of cooperating with the community at large.  While the 
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value of these related economic impacts are not directly calculated in this study, the impacts 

should not be ignored. 

 

The following tables illustrate the economic and fiscal impact of the establishment of student 

residences.  Assumptions for the analysis are found in Table A-1 below.  An estimated 35% of 

the students will live in campus residences.  Space requirements are estimated at 250 square feet 

per student and construction will cost $300 per square foot.  Rents are estimated at $500 per 

month per student. 

 

 

 

 
NOTES 

1   The total may not equal the sum of the impacts due to rounding. 

2   All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

Source: ASU; Elliott D. Pollack & Company;  IMPLAN. 
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NOT ES 

1   The total may not equal the sum of the impacts due to rounding. 

2   All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

3  The figures for the State of Arizona do not include revenues distributed to counties, cities, and 

towns. 

4  All of the above figures are representative of the major revenue sources for the State of 

Arizona. 

The figures are intended only as a general guideline as to how the State could be impacted by the 

construction. 

5  The above figures are based on the current economic structure and tax rates of the State of 

Arizona. 

 

Source:  Elliott D. Pollack & Company; IMPLAN; Arizona Department of Revenue; Arizona 

Tax Research Association. 
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NOT ES 

1  The total may not equal the sum of the impacts due to rounding. 

2  All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

3 All of the above figures are representative of the major revenue sources for the County. 

The figures are intended only as a general guideline as to how the County could be impacted by 

the construction. 

4 The above figures are based on the current economic structure and tax rates of the County. 

5 County and city revenues based on statewide weighted average tax rates. 

Source:  Elliott D. Pollack & Company; IMPLAN; Arizona Department of Revenue; Arizona 

Tax Research Association. 
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NOTES 

1   The total may not equal the sum of the impacts due to rounding. 

2   All dollar figures are in 2009 dollars.  Inflation has not been included in these figures. 

3  All of the above figures are representative of the major revenue sources for the City. 

The figures are intended only as a general guideline as to how the City could be impacted by the 

construction. 

4  The above figures are based on the current economic structure and tax rates of the City 

5  County and city revenues based on statewide weighted average tax rates. 

Source:  Elliott D. Pollack & Company; IMPLAN; Arizona Department of Revenue; Arizona 

Tax Research Association. 


