VI. Economic Impact of New Jobs - Escambia County and Region

[n late 2012 when valid data was needed to make good decisions about the amount
of government incentives to be provided in exchange for job creation the Haas
Center, located at UWF, performed a Comprehensive Economic Impact Assessment
to analyze the impact of new jobs for what was then referred to as the ST Project.
We now know the actual number of jobs to be created is 400 new jobs with an
average salary of $41,000. However at the time of the Haas Center report the
number of new jobs projected was 450 at an average salary of $41,000, so the
forecasted impact numbers in their report are slightly higher. Notwithstanding this
minor difference, the employment results from their report summarized below are
compelling:

Number of New Jobs .
Clndustey &L R RRER RS U R S e e Sn i Lloridan

Manufacturing 451 438
Construction 105 120
Health Care and Social Assistance 54 61
Retail Trade 52 62
Wholesale Trade 49 50
Administrative and Waste Services 46 53
Other Services, except Public administration 38 46
Accommodation and Food Services 34 39
Professional and Technical Services 27 39
Real Estate and Rental and Leasing 22 29

The total new jobs created by the effect of creating 450 new jobs has a ripple effect
across all industries and actually results in the creation of a total of 878 new jobs. If
this number is scaled down to reflect 400 new jobs, the ripple effect is a total of 780
new jobs for Escambia County residents. In addition to jobs, there is also an
increased demand for housing, more goods and services, greater capital investments
and a broader tax base for the county. These fiscal impacts are also outlined in the
following Haas Center report.

Also included for information is a May 2016 article (from ThinkKentucky) which
echoes the Haas report and in clear language talks about the “Economic Impact of
100 jobs”.
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PROJECT OVERVIEW

This document provides an economic impact analysis of a proposed aircraft
maintenance and modification operation to be located in Escambia County.
The plan is to build 2 aircraft hangars, 500 parking spaces, an administrative
building, and a hangar apron/taxiway area. The expected cost of the project
is approximately $54.4 million. Construction is likely to start in 2013 and be
completed within 17 months.

Once construction is underway it is projected that a total of 450 employees
will be hired in the aircraft manufacturing industry (NAICS 33641). The aver-
age wage for these employees is expected to be $40,913. Given the military
installations and educational institutions in the Pensacola region, specialized
workforce needs should be met by the local labor force.

EcoNoMIC IMPACT ESTIMATES

Overview. Before presenting our estimates of the economic impacts in Es-

cambia County, we provide a brief description of the modeling strategy and Table 1
definitions of economic indicators used to analyze this project. Given the Proposed Project Timeline
time constraints of

2012 and the neces- 2013 2014 2015 2016

sary land acquisition Multipurpose Construction Spending (Smil) $10.9 - - -
and surveying re-
quirements, we initial-
ize 2013 as the start- | Total Employment - 150 300 450
ing date for construc-
tion. Construction is expected to take 15 — 17 months with the second hang-
ar completed in 2014. We modeled employment with 150 employees start-
ing in 2014, and an additional 150 employees hired in 2015 and 2016 for a
total of 450 manufacturing jobs. The table to the right illustrates the inputs
we used in the model in terms of construction spending and jobs added in
Escambia County.

Single Tenant Construction Spending (Smil) $24.6 $10.9 - -

The Model. The results provided in this document are produced using an
economic modeling program developed by REMI (Regional Economic Mod-
eling Incorporated). There are several reasons we utilized this model rela-
tive to others available. First, REMI is a dynamic general equilibrium model,
allowing us to model changes to the economy over time. Second, the model
is capable of estimating changes in each region in context of changes in oth-
er regions in the model. Therefore, we could estimate the impacts of the
project in Escambia County, other regional Counties, or the state of Florida.

Defining the Results. The results from our model are presented in terms of
three economic indicators: gross regional product, demand, and employ-

ment. These economic indicators, when differenced due to induced chang- PROJECT OVERVIEW
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es, are indicators of economic impact. We define the indicators below.

Gross Regional Product. The gross regional product (GRP) is equivalent to
the gross domestic product (GDP) at the national level. It is a measure of the
total value of all goods and services produced in a selected region over a
defined period. This can be thought of as a “value added" concept. If the
amount of services and goods produced in a region increases, the GRP will
rise as well. Changes to an economy that cause more goods and services to
be produced within the region have a positive effect on GRP. Changes to an
economy that result in less goods or services produced within the region
have a negative effect on GRP.

Demand. Another measure of economic impact is demand. Demand is the
total value (direct, indirect, and induced) of goods and services demanded as
a result of some activity. Some of this demand will be met by increased pro-
duction within the region, while the rest will be met by goods and services
imported into the region. Demand can roughly be thought of as total sales.

Employment. Employment is defined as the total number of jobs either ex-
isting in a region or generated by changes in the local economy. Impacts of
the construction and operation of an aerospace manufacturing facility are for
Escambia County.

Impact Estimates. The impact estimates for both Escambia County and
Florida over the next ten years are presented in the table below (for a 20 year

forecast see Appendix A). As the data indicate, the impacts are beneficial for Table 2

both the County and State. The first year of construction alone will have an Economic Impacts

impact of 373 jobs and demand of over $51 million in the county. (In Millions 2012 USD)
Escambia County 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Demand $51.8 | $74.4 |$121.6 |$188.6 [$198.0 [$205.9 |$211.7 [$217.8 |$223.7 |$229.7
GDP $19.8 | $37.7 | $65.9 |$102.6 |$106.8 |$110.8 |$114.2 |$117.4 |$120.2 |$123.0
Employment 373 434 657 | 1,007 | 1,038 | 1,054 | 1,058 | 1,059 | 1,060 | 1,063
Florida

Demand $55.7 | $78.5 [$127.9 [$198.5 ($209.4 [$218.4 ($225.1 ($231.6 [$238.2 ($244.8
GDP $21.7 | $39.7 | $68.7 |$107.1 |$111.8 |$116.1 |$120.0 |$123.4 |$126.2 |$129.4
Employment 407 470 711 | 1,090 | 1,131 | 1,154 | 1,161 | 1,165 | 1,167 | 1,173

Once construction is complete and the facility is at full production in 2016,
this project is expected to add over 1,000 total jobs to Escambia County.
This would increase the demand and GRP for the county by over $188 mil-
lion and $102 million, respectively.

ECONOMIC IMPACT ESTIMATES
HAAS CENTER
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The table to the right displays the top 10 Escambia County and State jobs Table 3
impact across industries in 2016. It should be no surprise that the majority of Sector Employment
job creation will come from con- :

. . Escambia ;
struction and manufacturing after JEEGEIEEY oo Florida
the facnlllty is completed. The next Manufsctritie 451 438
largest industry that would be af- -
fected by this project in Escambia | _Construction i 120
County is Health Care and Social| Health Care and Social Assistance 54 61
Assistance. Retail Trade 52 62
filsplays the QOU”tY and Stats fiscal Administrative and Waste Services 46 53
impacts of this project from 2013 to .

2022. Approximately $1 million in Other Services, except Public Administration 38 46
revenue would be collected by the| Accommodation and Food Services 34 39
state and local governments during Professional and Technical Services 27 39
the construction phase in 2013. -

. , Real Estate and Rental and Leasing 22 29
After completion of construction,

fiscal revenues are estimated to reach over $7.5 million (2022) for the County

and an additional $0.7 million outside the County. Overall, if we compare Table 4
fiscal revenues to expenditures we see that each year is a net benefit to Es- F _isc-:al Impacts
cambia County. (In Millions 2012 USD)

Escambia County 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue $0.9 $22 %40 %61 $63 S6.6 68 $7.1  $73 475
Expenditures -$0.7 -$0.2 00 $03 $1.6 $28 40 $50 $59  $6.7
Florida 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Revenue $1.0 S2.4 $4.2 $6.4 $6.8 S71 $7.4 $7.7 $8.0 $8.2

Expenditures -50.8  -50.4  -$0.2 -50.06 S1.3 $2.6 $3.8 S5.0 $6.0 $6.9

ECONOMIC IMPACT ESTIMATES
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Just the Facts:
Economic Impact of 100 Jobs

May 2016

hen an existing Kentucky business

expands or a new business locates in the
state, significant economic benefits ensue. With
those new jobs come payroll dollars, increased
demand for housing, goods and services, greater
- capital investment and a broader tax base all of
which spreads throughout the economy. While
" each job added brings economic value to the
state, that value varies by industry based on
wages, skill level required, labor intensity, etc.

After an initial impact occurs, changes ripple
through other sectors. For example, if a
restaurant expands and adds 100 jobs, it is likely
a result of increased sales at the restaurant.

The restaurant will buy goods and services it
needs from other businesses in order to serve
customers. That is an indirect impact; indirect
impacts also include the wages of the new
employees at the restaurant. Those businesses,
depending on the size of the impact, may also
hire additional workers. When the employees
at the restaurant and the supporting businesses
buy goods and services for their households,
this creates induced impacts. Combined, the
direct, indirect and induced impacts are the
total impact and measure the ripple effects of
the initial change. Not all of these changes will

700 W. Broadway « Frankfort, KY 40601 | (800) 626-2930 » ThinkKentucky.com

an additional 410 jobs in other sectors resulfing
in a total impact of 510 jobs. These jobs are
located throughout all the other sectors of the
state economy. Sectors with the lowest overall
employment impact are typically those that are
lower paying in service sectors such as retail,
restaurants and hotels.

occur within Kentucky, there will be leakage as
goods and services from ontside the state will be

purchased.

The additional jobs will grow the state economy
which is measured as value added, similar to
gross domestic product (GDP).

£ 100 new jobs are added to the Kentucky
economy in the utility sector, the ripple effect is

Accommodation and Food Services

Employment Impact
of 100 Jobs in Kentucky
by Sector, 2014

& Direct Impact

Agriculture, Forestry, Fishing, and Hunting

Arts, Entertainment, and Recreation
Construction

Finance and Insurance

Health and Social Services @ Indirect & Induced impacts

information

Manufacturing

Mining

Professional, Scientific, and Technical Services

Retail Trade

Transportation and Warenousing

Utilities

Wholesale Trade
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100 .Obs Economic impact modeling captures the direct impact
J of an employment expenditure on the economy.

—

streams include corporate income, personal
income, property and sales taxes. Licenses
include motor vehicles, hunting, fishing, etc.
The addition of 100 jobs to the retail sector will
support 40 jobs in other parts of the economy
and generate $1 million in state and local taxes.

The additional jobs will grow the state economy ~ impact is 270 jobs (170 jobs added in other
which is measured as value added, similar sectors). In addition, the overall state economy
to gross domestic product (GDP). The table will grow by $27.1 million.

below provides the total value added (by State and local governments will also benefit
sector) resulting from 100 additional jobs. For from additional jobs in the form of tax revenues,

example, if 100 jobs were added to Kentucky’s licenses, fees and fines. Major tax revenue
manufacturing sector, the total employment

sy,
Ve |

ey
-

»

R"‘"‘q
l

a—

Economic Impact of Adding 100 New Jobs in Kentucky by Sector, 2014

Total State F
Industrial Sector Total Jobs  Total Value Added & Local Taxes* -
Accommodation and Food Services 120 $4,357,000 $542,000
Agriculture, Forestry, Fishing and Hunting 120 $3,339,000 $159,000
Arts, Entertainment and Recreation 140 $5,875,000 $438,000
Construction 200 $12,971,000 $1,139,000
Finance and Insurance 220 $17,233,000 $1,420,000
Health and Social Services 160 $9,794,000 $664,000
Information 260 $27,106,000 $3,301,000
Manufacturing 270 $27117,000 $2,764,000
Mining 200 $45,237,000 $3,525,000
Professional, Scientific and Technical Services 190 $13,584,000 $753,000
Retail Trade 140 $7,393,000 $1,000,000
Transportation and Warehousing 190 $12,825,000 $891,000
Utilities 510 $86,466,000 $12,200,000
Wholesale Trade 200 $22,446,000 $4,009,000

*Tax estimates include corporate, business and nousehald taxes. They do not include local education axes.

Note: Not comparable with previous years.

Source: The eccnomic impacs esiimates anc conclusions resulting from tris stugy have been derived from IMPLAN Group LLC 2013 matrixes and datebases. Additional
input data was provided by the United States Bureau of Labor Statistics, 2034 annual Quarterly Census of Employment anc Wages and the United States Bureau of
Econemic Analysis.

300 W. Broadway e Frankfort, KY 40601 | (800) 626-2930 « ThinkKentucky.com
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The infonmation provided herein by the Cffice of Resaarch ang Publc Affairs, Cabinet for Economic Developmentis betieved to be accurate but is not wamanted and 15 for infornationa: purposes ordy. Any
estimates, projecvors, or information provided to make estitnates or projections ate provided wilnout assurances orwarranties and should not be relied upon as facl. Users of the information shouid oerfom
their own due diligence in arawirg conclusions from the information proviged.



