NEWPORT OPERA HOUSE:

AN ECONOMIC IMPACT ANALYSIS

Prepared for

The Field Organization
Boston, Massachusetts

by

April 2008




UNIVERSITY OF MASSACHUSETTS DARTMOUTH

CENTER FOR POLICY ANALYSIS

The University of Massachusetts Dartmouth CenterFolicy Analysis is a multidisciplinary researchituthat
promotes economic, social, and political developman providing research and technical assistancelient
organizations. The Center for Policy Analysis tffeustom designed research and technical anatyie areas of
economic development, public management, progratuation and polling research for government agemnaion-
profit organizations, private businesses, and dthrea institutions. The Center for Policy Analysitrives to erode
the walls between research and teaching by traistndents in the techniques of applied social seieand by
conducting university and community based educatipnograms. The Center for Policy Analysis doespursue
a predetermined research agenda, but is a flexdgdearch organization responding on a timely bswsithe
problems and issues identified by client agencies.

Clyde W. Barrow, Ph.D., Political Science
Director

EXECUTIVE BOARD

David Borges, M.P.A., Public Administration Chris Eisenhart, Ph.D., English John Fglagy Ph.D., Political Science
Senior Research Associate Senior Research Associa Senior Research Associate
William Hogan, Ph.D., Economics Toby Huff, Ph.Bociology Susan Krumholz, J.D., Ph3agciology
Senior Research Associate Sdrémearch Associate Senior Research Associate

Spencer Laed,D., M.F.A., Design Robin A. Robinson, Psy.h, [P, Social Welfare

Senior Resbafssociate Senior Research Associate

Gail Russ#llS., Ed.D., Nursing Shawna E. Sweeney, Ph.D., Political Science

Senior Research Associate Senior Research iatsoc

Jeffrey Robinson, M.P.A., Public Administration Paul Vigeant, M.A., Public Administration Luther Wallin, M.R.P., Regional Planning
Adjunct Research Associate Adjunct Research Associate Senior Research Associate

EXECUTIVE STAFF

David Borges, M.P.A., Public Administration Matthew Hirschy, B.S., Markegi
Senior Research Associate seReh Assistant

Andrea Davis, Sociology

Assistant to the Director

ADJUNCT RESEARCH ASSOCIATES

Paul Vigeant, M.A., Public Administration
SouthCoast Development Partnership

Correspondence and inquiries should be addresse@etater for Policy Analysis, University of Massasbtts
Dartmouth, 285 Old Westport Road, North Dartmollassachusetts 02747-2300 (telephone: 508-990-96&0;
508-999-8374).

Copyright O Center for Policy Analysis. All rights reserved.

Author: Clyde W. Barrow, Ph.D., Director, Center for Poliégalysis

Website URL: www.umassd.edu/cfpa

The information and analysis in this report does nepresent an official statement or view of theivdrsity of
Massachusetts.

Economic Development Research Series No. 67




TABLE OF CONTENTS

1.00

2.00

EXECUTIVE SUMMARY
ECONOMIC IMPACTS

1.10 Definitions
1.20 Methodology: The IMPlan Modeling System

ECONOMIC IMPACTS OF THE HANSCOM COMPLEX
2.10 Construction

2.11 Direct Economic Impacts
2.12 Indirect Economic Impacts
2.13 Induced Economic Impacts
2.14 Total Economic Impacts

2.20 Operations

2.21 Direct Economic Impacts
2.22 Indirect Economic Impacts
2.23 Induced Economic Impacts
2.24 Total Economic Impacts

Page



EXECUTIVE SUMMARY

The Newport Performing Arts Center is proposing a $10,875,000 restoratidn
revitalization of the Newport Opera House. The purpose of the reonsas to restore the
former opera house, vaudeville state, and movie palace to itsrfposgion as a centerpiece of
downtown Newport, Rhode Island. The Center for Policy Analysis atUhigersity of
Massachusetts Dartmouth was retained to conduct an economic imahsisaof the proposed
project, including its construction (Year 0) and operations phase (Years 1-3):

It is estimated that the total economic impact of the construgithase of the
Newport Opera House project will generate total economic impafts
$15,460,707 in local output that will support 181 jobs in Newport County with an
annual payroll of approximately $5.1 million.

It is estimated that the total economic impact of the operapbiase of the
Newport Opera House project (Year 1) will generate tetanomic impacts of
$$1,611,606 in local output that will support 54 jobs in Newport County with an
annual payroll of approximately $367,359.

While the direct economic impacts are concentrated in the ootistr and
performing arts sectors, the indirect and induced economic impeetaidely
distributed among numerous sectors of the Newport County economy, although
the most significant impacts are wholesale trade, eating atmkind
establishments, general and miscellaneous retail stores, and cotigumer
sectors such as health and education services.

Center for Policy Analysis i Newport Opera House



[This page left blank intentionally]

Center for Policy Analysis il Newport Opera House



1.00 ECONOMIC IMPACTS
1.10 DEFINITIONS

Economic impacts measure the importance of business activigrms of the output,
employment, and personal income generated by that activity:

Outputis the value of goods and services produced by a business establishment,
industry, or construction project.

Employmentis the number of people employed by a business establishment,
industry, or construction project, including the wages and salariemployees
and self-employed persons.

Personal incomeis the wages, benefits, and other income derived from
employment that is linked geographically to the identified worlelaite or
industry.

Economic impacts consist of direct impacts, indirect impacts, indimepacts, and total
impacts. Direct impactsare the economic activities carried out at a business ebtablis or
construction project and are therefore an immediate consequertte @édnomic activity that
would not have occurred in the absence of the business establishment or constructibn proje

Indirect impactsderive primarily from off-site economic activities thae attributable to
the identified business establishment. These economic actodttes mainly as a result abn-
payroll expendituredy the business establishment within a defined local areat@ven, city,
county, metropolitan statistical area, or state). Local expeediinclude a range of inputs, such
as construction materials, office supplies, motor transport, hortiallservices, furniture,
utilities, maintenance and repairs, business machines, etc. cindmgacts differ from direct
impacts insofar as they occur off-site, although the indirepacts would not have occurred in
the absence of the identified business establishmaduced impactsre the multiplier effects
of the direct and indirect impacts created by successive rodrgfgending by employees and
proprietors: Total impactsare the sum of the direct, indirect, and induced impacts.

1.20 METHODOLOGY: THE IMPLAN MODELING SYSTEM

The direct, indirect, and induced economic impacts of the NewponaQieuse are
specified using IMPLAN (IMpact Analysis for PLANing), whigh an econometric modeling
system developed by applied economists at the University of Mitmesd the U.S. Forest

! Most of the take home income earned by employeespént locally. Some of this spending becomes
income to other local individuals who provide seed to a business establishment’s employees. Swnspending
by these employees goes to local businesses ared ibcomes income to other business owners and their
employees. Subsequently, part of these secondirmoomes are also spent locally and thus beco@nria to
another set of individuals. As successive rourfdspending occur, additional income is createchm Ibcal area,
region, and state until it dissipates due to leakae., out-of-area purchases and payments).
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Service. The IMPLAN modeling system has been in use since 197% aodréntly used by

over 500 private consulting firms, university research centers, andngosetr agencies. The
Center for Policy Analysis has been a licensed IMPlan usee 41999 and regularly employs its
econometric modeling system in conducting economic and fiscal impact analyses

The IMPLAN modeling system combines the U.S. Bureau of Economitygiadnput-
Output Benchmarks with other data to construct quantitative mod#iadsf flow relationships
between businesses and between businesses and final consumerghiBrolata, one can
examine the effects of a change in one or several economigiestto predict its effect on a
specific state, regional, or local economy (impact analydige IMPLAN input-output accounts
capture all monetary market transactions for consumption in a gnerperiod. The IMPLAN
input-output accounts are based on industry survey data collected dlyobtig the U.S.
Bureau of Economic Analysis and follow a balanced account format recommendedUnytéue
Nations.

IMPLAN also includes social accounting data (e.g., personal incordegeoss state
product) that makes it possible to measure non-industrial transastichsas the payment of
indirect taxes by businesses and households. The IMPLAN data bagieprdata coverage for
the entire United States by county and has the ability to incoeposatr-supplied data at each
stage of the model building process to insure that estimatgnbmic impacts are both up-to-
date and specific to an economic impact dréslPLAN can construct local input-output models
in units as small as five-zip code clusters.

IMPLAN'’s Regional Economic Accounts and the Social Accounting Mesgrare used to
construct local, county, or state-level multipliers specifiatdmpact area. Multipliers describe
the response of an economy to a change in demand or production. Thdiersilallow
economic impact analysis to move from a descriptive input-output modeptedictive model.
Each industry that produces goods or services generates demand for other goadscasdisd
this demand is multiplied through a particular economy until itijgh$ss through “leakage” to
economies outside the specified area. Thus, multipliers cal¢thi&atesponse of the economic
impact area to a change in demand or production.

IMPLAN models alsodiscern and calculate leakagieom local, regional, and state
economic areas based on workforce configuration, the inputs requiredebifics types of
businesses, and the availability of both inputs in the economic arease@entlyeconomic
impacts that accrue to other regions or states as a consequence of a ahaegeand are not
counted as impacts within the specified economic.afidee model accounts for substitution and
displacement effects by deflating industry-specific multiglieo levels well below those
recommended by the U.S. Bureau of Economic Analysis. In additionipheut are applied
only to personal disposable inconte obtain a more realistic estimate of the multiplier effec

2 The IMPLAN modeling system draws on a variety itistical sources, including the Bureau of Labor
Statistics Growth Model, Bureau of the Census, B3-2mployment and earnings data, the Regional Eaimno
Information System (REIS), and the Bureau of Ecoicohmalysis Gross State Product data.
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from increased demand. The reliability of these estimatebé@s proven through empirical
testing (Department of Commerce 1981; Brucker et al 1990).

A predictive model is constructed by specifying a serigseaf expenditures in a specific
economic area (e.g., new employment or construction) which is tharec to the industry
multipliers for that particular region. Based on these caloulst the model estimates final
demand, which includes employment, employee compensation (excludingt$)erefi point-
of-work personal income (including benefits). The initial llsiPdata details all purchases in a
given area, including imported goods and services. Importantly, INPLRegional Economic
Accounts exclude imports to an economic area so the calculati@omdric impacts identifies
only those impacts specific to the economic impact area. IMPt#&bulates this distinction by
applying Regional Purchase Coefficients (RPC) to predict relgipnechases based on an
economic area’s particular characteristics. The Regionah&secCoefficient represents the
proportion of goods and services that will be purchased regionally nod®al circumstances,
based on the area’s economic characteristics defined in teraxduafl trade flows within the
area.

2.00 ECONOMIC IMPACTS OF NEWPORT OPERA HOUSE

The Center for Policy Analysis built an input-output model for penv County in the
State of Rhode Island using the IMPlan Professional 2.0 model buildihgasefand data
packages. All inputs were converted to 2008 dollars using appropriaaéodefproducer price
indices for industrial commodities and the personal consumption expendifigor for
personal income). All model outputs are reported in 2008 dollars.

2.10 CONSTRUCTION

Economic impacts are calculated separately foctimstruction phasandoperationsof
a business establishment or industry. The economic impacts ofumbiast and other capital
expenditures are necessarily of temporary duration and last onbngaas construction and
related capital purchases are underway.

2.11 DIRECT ECONOMIC IMPACTS

The construction phase of the Newport Opera House (Year 0) wgilireea capital
expenditure of $10,875,000 for rehabilitation, repairs, and renovation.

It is estimated that the construction phase will directly esnftt® persons with a total
payroll of approximately $3.5 million (see Table®3).

% The average annual wage does not necessarilysesjirthe entire annual compensation of a consbrcti
or trades worker employed on the Newport Opera Elqursject, but only that portion of their total ahwage
received as a result of working on the project.
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2.12 INDIRECT ECONOMIC IMPACTS

The reconstruction of Newport Opera House will also generate indirect emoingpacts
within Newport County as a result of purchasing goods and servigpsty) from off-site
vendors. It is estimated that the local purchase of goods avidesewill indirectly generate
$1,920,211 in additional local output (sales).

The construction-related local purchases by the Newport Opera Holisedirectly
support 26 additional jobs (full-time equivalents) in Newport Countyeneay with a total
payroll of $736,000 (see Table 1). The IMPlan modeling system is @lslpetify the sectoral
distribution of these indirect impacts by calculating the regieffact of construction-related
purchases based on the BEA'’s input-output accounts for Newport County.

Employment will be indirectly supported in 47 of IMplan’s 538 sector codes withahos
the expenditures for construction, manufactured goods, and professioriaéser The five
largest areas of indirect job creation are architectural emgineering services, food and
beverage stores, general merchandise stores, wholesale trade,l@ind aterials and garden
supply stores (see Table 1).

Table 1
Sectoral Distribution of Indirect Employment Impacts
Implan Code Implan Description Induced Employment
390 Wholesale trade 1.3
401 Motor vehicle & parts dealers 1.0
404 Building materials & garden supply .0
405 Food & beverage stores 2.4
406 Health & personal care stores 1.0
410 General merchandise stores 1.2
431 Real estate 1.0
439 Architectural & engineering services 7.2
454 Employment Services 1.0
Note: Table only includes sectors with indirect employtriempacts of 1.0+.

2.13 INDUCED ECONOMIC IMPACTS

The reconstruction of Newport Opera House will also generate eddeconomic
impacts within Newport County as a result of off-site spending cbwgstruction-related
employees. It is estimated that local consumer expendituresnsyruction and trades workers
employed directly by the Newport Opera House project generate $2,665,488itional local
output (sales).

The consumer expenditures by construction and trades workers witrs@mother 36
jobs in Newport County with a total payroll of $896,000 (see Table 3).

The IMPlan modeling system is able to specify the sectorlhiison of these induced
impacts by calculating the regional effect of purchases nbgdéhese employees based on
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disposable income levels and the BEA's input-output accounts for NewporntyC The model
indicates that the induced impacts attributable to NOH construatewidely distributed across
the regional economy — some employment is supported in 65 of IMpla8’'segtor codes — but
the most significant induced impacts occur in sectors providinguomrsgoods and services,
such as residential real estate, general merchandise stotesjoave services, eating and
drinking places, child care, health care, educational services, and local gove(senerdble 2).

Table 2
Sectoral Distribution of Induced Employment Impacts
Implan Code Implan Description Indirect Employment
390 Wholesale trade 1.0
401 Motor vehicle and parts dealers 11
405 Food & beverage stores 1.3
410 General merchandise stores 1.2
431 Real estate 1.6
462 Colleges, universities, & junior colleges 1.0
464 Home health care services 1.0
465 Offices of physicians & dentists 1.4
467 Hospitals 1.6
468 Nursing & residential care facilities 1.5
470 Social assistance, except child day care 1.0
481 Food services & drinking places 5.0
483 Automotive repair & maintenance 1.0
503 State & local education 1.5
504 State & local education non-education 15
Note: Table only includes sectors with induced employnieapicts of 1.0+.

2.14 TOTAL ECONOMIC IMPACTS
The construction phase of the Newport Opera House project wirgi total economic

impacts, including direct, indirect, and induced impacts, of 181 jobs witmanal payroll of
approximately $5.1 million (see Table 3).

Table 3

Newport Opera House: Employment & Employee Comperation Impacts of Connstruction

Direct Indirect Induced Total
Output $10,875,000 1,920,211 2,665,496 $15,460)707
Employment 119 26 36 181
Compensation $3,475,962 $735,961 $891,264 $5,108,187
Annual Avg. Wage $29,308 $28,090 $24,553 $28|179

Note: 2008 dollars.
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2.20 OPERATIONS

The operations phase of an establishment generates economic ithpacntinue as
long as the facility remains in existence.

2.21 DIRECT ECONOMIC IMPACTS

The Newport Opera House will generate approximately $1.8omiln total annual
output (sales) in Year 1 of its operations with that amount exgpéoténcrease to about $1.5
million in Year 3 of operations.

It is estimated that in Year 1 the Newport Opera Housediviictly employ 49 persons
with a annual payroll of approximately $270,000 (not including fringe fiishésee Table 4 and
Table6). By Year 3, direct employment is expected to increase foeb&ns with an annual
payroll of approximately $310,000 (not including fringe benefits) (see Table 6).

Table 4

Newport Opera House: Employment & Employee Comperation Impacts of Operations, Year 1

Direct Indirect Induced Total
Output $1,300,000 $101,900 $209,706 $1,611,606
Employment 49 2 3 53
Compensation $270,000 $25,501 $71,858 $361,359
Annual Avg. Wage $5,533 $15,938 $24,779 $6)892

Note: 2008 dollars.

The comparatively low annual average wages attributable to @cecomic impacts is
because the Newport Opera House will initially rely heavily ori-foi@e employees and an
organized group of unpaid volunteers. Volunteers will serve as ushekst tiakers,
concessionaires, docents, technical crew and apprentices. Volunikelso support day to
day operations by assisting with mailings, fundraising eveneptiehe reception, and general
office tasks. In addition, the Newport Opera House plans to estgtdirtnerships with local
colleges and universities that will offer opportunities for Inteips in the areas of graphic
design, hospitality, marketing, management, and technical theater.

2.22 INDIRECT ECONOMIC IMPACTS

The Newport Opera House will also generate indirect econanpadts within Newport
County as a result of purchasing goods and services (inputs) fromeofeadors to support its
on-going operations.

It is estimated that in Year 1 operations-related local purshiagdhe Newport Opera
House will indirectly generate $101,900 in additional local output {sadéth this amount
expected to grow to $117,656 in Year 3 of operations.

Year 1 operations-related local purchases by the Newport Opera Mallisndirectly
support 2 additional jobs (full-time equivalents) in Newport County@nemy with a total
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payroll of $25,501 (see Table 6). This level of indirect job aveaill remain fairly constant
over the first three year's of NOH'’s operations.

However, it is well-established that performing arts centérautate other indirect
(ancillary) economic impacts, primarily in the eating and drinlsegtor and the retail sector,
because performing arts centers bring individuals into the &eal where they shop and have
dinner as part of their entertainment experience. Based onaledeadings in comparable
venues (e.g., Zeiterion Theatre in New Bedford, Massachusett®stimated that the Newport
Opera House will indirectly stimulate another $772,738 in output (salef)e eating and
drinking and retail sectors of the Newport County economy.

The ancillary economic output stimulated by the Newport Opera Hailissupport 12
additional jobs, primarily in the eating and drinking and miscellamaetail stores with an
annual payroll of approximately $202,000.

The IMPlan modeling system is able to specify the sectos#ilalition of these indirect
impacts by calculating the regional effect of constructidatee purchases based on the BEA’s
input-output accounts for Newport County and single largest share oéahdnpacts will be in
food and beverage stores, miscellaneous retail, and contracts withnddepartists, writers,
and performers (see Table 5).

Table 5
Sectoral Distribution of Indirect Employment Impacts
Implan Code Implan Description Induced Employment
405 Food & beverage stores 8.0
411 Miscellaneous store retailers 3.9
473 Independent artists, writers, & performers 1.0
Note: Table only includes sectors with indirect employtriempacts of 1.0+.

2.23 INDUCED ECONOMIC IMPACTS

The Newport Opera House will also generate induced impadigwiewport County as
a result of off-site spending by operations-related employdess estimated that in Year 1
consumer expenditures by Newport Opera House employees will i$@08¢706 in additional
local output (sales) with this amount expected to grow to $241,919 in Year 3 of operations.

The consumer expenditures of individuals employed directly by thepblé Opera
House will support another 3 jobs in Newport County with a total pagf@71,858 (see Table
4). This level of job creation will remain constant over the first three year'$Qdi Nperations.

It is also estimated that the off-site ancillary econonaitvily stimulated by Newport

Opera House will induce $145,485 in local output (sales), which will sugpaxdiditional jobs,
with an annual payroll of approximately $55,111.
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The induced economic impacts are widely diffused throughout diffeestdrs of the
Newport County economy, although the single largest impact is on eating andgiptdges.

2.24 TOTAL ECONOMIC IMPACTS

Newport Opera House will generate total annual economic impacisiding direct,
indirect, and induced impacts, of 75 jobs by Year 3 of its operatsaesTable 6) with an annual

payroll of approximately $717,000 (see Table 7).

Table 6
Total Employment Impacts of Newport Opera House, Yar O to Year 3
Year 0 Year 1 Year 2 Year 3
Direct Economic Impacts 119 49 53 56
Construction 119 - - -
Operations - 49 53 56
Indirect Economic Impacts 26 14 14 14
Construction 26 - - -
Operations - 2 2 D
Ancillary 12 12 12
Induced Economic Impact: 36 5 5 5
Construction 36 - -
Operations - 3 3 ¢
Ancillary - 2 2 2
Total Economic Impacts 181 67 71 75
Construction 181 - - D
Operations - 53 57 g2
Ancillary - 14 14 14
Source: Center for Policy Analysis (2008).
Table 7
Total Employee Compensation Impacts of Newport Oper House, Year O to Year 3
Year O Year 1 Year 2 Year 3
Direct Economic Impacts $3,475,962 $270,000 $290,000 1830¢
Construction $3,475,962 - - -
Operations - $270,000 $290,000 $310,p00
Indirect Economic Impacts $735,961 $227,501 $243,600 6RR684
Construction $735,961
Operations $25,501 27,460 $29,418
Ancillary $202,000 $216,140 $231,270
Induced Economic Impact: $891,26: $126,96! $136,34! $145,99.
Construction $891,264
Operations $71,858 77,377 $82,896
Ancillary $55,111 $58,969 $63,097
Total Economic Impacts $5,103,187 $624,470 $669,945 6,680
Construction $5,103,187 - - -
Operations - $367,359 $394,837 $422,B14
Ancillary - $257,111 $275,109 $294,366
Source: Center for Policy Analysis (2008).
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