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EXECUTIVE SUMMARY 
 
 

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

·  It is estimated that the total economic impact of the construction phase of the 
Newport Opera House project will generate total economic impacts of 
$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 operations phase of the 

Newport Opera House project (Year 1) will generate total economic 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 construction and 

performing arts sectors, the indirect and induced economic impacts are widely 
distributed among numerous sectors of the Newport County economy, although 
the most significant impacts are wholesale trade, eating and drinking 
establishments, general and miscellaneous retail stores, and other consumer 
sectors such as health and education services. 
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1.00 ECONOMIC IMPACTS 

1.10 DEFINITIONS 
 

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

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

Employment is the number of people employed by a business establishment, 
industry, or construction project, including the wages and salaries of employees 
and self-employed persons. 

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

Economic impacts consist of direct impacts, indirect impacts, induced impacts, and total 
impacts.  Direct impacts are the economic activities carried out at a business establishment or 
construction project and are therefore an immediate consequence of the economic activity that 
would not have occurred in the absence of the business establishment or construction project. 

 
Indirect impacts derive primarily from off-site economic activities that are attributable to 

the identified business establishment.  These economic activities occur mainly as a result of non-
payroll expenditures by the business establishment within a defined local area (i.e., town, city, 
county, metropolitan statistical area, or state).  Local expenditures include a range of inputs, such 
as construction materials, office supplies, motor transport, horticultural services, furniture, 
utilities, maintenance and repairs, business machines, etc.  Indirect impacts differ from direct 
impacts insofar as they occur off-site, although the indirect impacts would not have occurred in 
the absence of the identified business establishment.  Induced impacts are the multiplier effects 
of the direct and indirect impacts created by successive rounds of spending by employees and 
proprietors.1  Total impacts are 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 Newport Opera House are 
specified using IMPLAN (IMpact Analysis for PLANing), which is an econometric modeling 
system developed by applied economists at the University of Minnesota and the U.S. Forest 

                                                 
1 Most of the take home income earned by employees is spent locally.  Some of this spending becomes 

income to other local individuals who provide services to a business establishment’s employees.  Some the spending 
by these employees goes to local businesses and thus becomes income to other business owners and their 
employees.  Subsequently, part of these second-round incomes are also spent locally and thus become income to 
another set of individuals.  As successive rounds of spending occur, additional income is created in the local area, 
region, and state until it dissipates due to leakage (i.e., out-of-area purchases and payments). 
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Service.  The IMPLAN modeling system has been in use since 1979 and is currently used by 
over 500 private consulting firms, university research centers, and government agencies.  The 
Center for Policy Analysis has been a licensed IMPlan user since 1999 and regularly employs its 
econometric modeling system in conducting economic and fiscal impact analyses. 

 
The IMPLAN modeling system combines the U.S. Bureau of Economic Analysis Input-

Output Benchmarks with other data to construct quantitative models of trade flow relationships 
between businesses and between businesses and final consumers. From this data, one can 
examine the effects of a change in one or several economic activities to predict its effect on a 
specific state, regional, or local economy (impact analysis).  The IMPLAN input-output accounts 
capture all monetary market transactions for consumption in a given time period.  The IMPLAN 
input-output accounts are based on industry survey data collected periodically by the U.S. 
Bureau of Economic Analysis and follow a balanced account format recommended by the United 
Nations.   

 
IMPLAN also includes social accounting data (e.g., personal income and gross state 

product) that makes it possible to measure non-industrial transactions such as the payment of 
indirect taxes by businesses and households.  The IMPLAN data base provides data coverage for 
the entire United States by county and has the ability to incorporate user-supplied data at each 
stage of the model building process to insure that estimates of economic impacts are both up-to-
date and specific to an economic impact area.2  IMPLAN can construct local input-output models 
in units as small as five-zip code clusters. 

 
IMPLAN’s Regional Economic Accounts and the Social Accounting Matrices are used to 

construct local, county, or state-level multipliers specific to an impact area.  Multipliers describe 
the response of an economy to a change in demand or production.  The multipliers allow 
economic impact analysis to move from a descriptive input-output model to a predictive model.  
Each industry that produces goods or services generates demand for other goods and services and 
this demand is multiplied through a particular economy until it dissipates through “leakage” to 
economies outside the specified area.  Thus, multipliers calculate the response of the economic 
impact area to a change in demand or production.   

 
IMPLAN models also discern and calculate leakage from local, regional, and state 

economic areas based on workforce configuration, the inputs required by specific types of 
businesses, and the availability of both inputs in the economic area.  Consequently, economic 
impacts that accrue to other regions or states as a consequence of a change in demand are not 
counted as impacts within the specified economic area.  The model accounts for substitution and 
displacement effects by deflating industry-specific multipliers to levels well below those 
recommended by the U.S. Bureau of Economic Analysis.  In addition, multipliers are applied 
only to personal disposable income to obtain a more realistic estimate of the multiplier effects 

                                                 
2 The IMPLAN modeling system draws on a variety of statistical sources, including the Bureau of Labor 

Statistics Growth Model, Bureau of the Census, ES-202 employment and earnings data, the Regional Economic 
Information System (REIS), and the Bureau of Economic Analysis Gross State Product data.  

 
�
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from increased demand.  The reliability of these estimates has been proven through empirical 
testing (Department of Commerce 1981; Brucker et al 1990).  

 
A predictive model is constructed by specifying a series of new expenditures in a specific 

economic area (e.g., new employment or construction) which is then applied to the industry 
multipliers for that particular region.  Based on these calculations, the model estimates final 
demand, which includes employment, employee compensation (excluding benefits), and point-
of-work personal income (including benefits).  The initial IMPlan data details all purchases in a 
given area, including imported goods and services.  Importantly, IMPLAN’s Regional Economic 
Accounts exclude imports to an economic area so the calculation of economic impacts identifies 
only those impacts specific to the economic impact area.  IMPLAN calculates this distinction by 
applying Regional Purchase Coefficients (RPC) to predict regional purchases based on an 
economic area’s particular characteristics.  The Regional Purchase Coefficient represents the 
proportion of goods and services that will be purchased regionally under normal circumstances, 
based on the area’s economic characteristics defined in terms of actual trade flows within the 
area. 

 
 

2.00 ECONOMIC IMPACTS OF NEWPORT OPERA HOUSE 
 
 The Center for Policy Analysis built an input-output model for Newport County in the 
State of Rhode Island using the IMPlan Professional 2.0 model building software and data 
packages.  All inputs were converted to 2008 dollars using appropriate deflators (producer price 
indices for industrial commodities and the personal consumption expenditure deflator for 
personal income).  All model outputs are reported in 2008 dollars. 
  
2.10 CONSTRUCTION 

 Economic impacts are calculated separately for the construction phase and operations of 
a business establishment or industry.  The economic impacts of construction and other capital 
expenditures are necessarily of temporary duration and last only so long as construction and 
related capital purchases are underway. 

 2.11 DIRECT ECONOMIC IMPACTS 
 
 The construction phase of the Newport Opera House (Year 0) will require a capital 
expenditure of $10,875,000 for rehabilitation, repairs, and renovation. 
 

It is estimated that the construction phase will directly employ 119 persons with a total 
payroll of approximately $3.5 million (see Table 3).3 

 
 

                                                 
 3 The average annual wage does not necessarily represent the entire annual compensation of a construction 
or trades worker employed on the Newport Opera House project, but only that portion of their total annual wage 
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 economic impacts 

within Newport County as a result of purchasing goods and services (inputs) from off-site 
vendors.  It is estimated that the local purchase of goods and services will indirectly generate 
$1,920,211 in additional local output (sales). 

 
The construction-related local purchases by the Newport Opera House will indirectly 

support 26 additional jobs (full-time equivalents) in Newport County’s economy with a total 
payroll of $736,000 (see Table 1). The IMPlan modeling system is able to specify the sectoral 
distribution of these indirect impacts by calculating the regional effect 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 with most of 

the expenditures for construction, manufactured goods, and professional services.  The five 
largest areas of indirect job creation are architectural and engineering services, food and 
beverage stores, general merchandise stores, wholesale trade, and building materials and garden 
supply stores (see Table 1). 

Table 1 

Implan Code Implan Description Induced Employment
390 Wholesale trade 1.3
401 Motor vehicle & parts dealers 1.0
404 Building materials & garden supply 1.0
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

Sectoral Distribution of Indirect Employment Impacts

Note:  Table only includes sectors with indirect employment impacts of 1.0+.  
 
 
2.13  INDUCED ECONOMIC IMPACTS 
 
The reconstruction of Newport Opera House will also generate induced economic 

impacts within Newport County as a result of off-site spending by construction-related 
employees.  It is estimated that local consumer expenditures by construction and trades workers 
employed directly by the Newport Opera House project generate $2,665,496 in additional local 
output (sales). 

 
The consumer expenditures by construction and trades workers will support another 36 

jobs in Newport County with a total payroll of $896,000 (see Table 3).   
 
The IMPlan modeling system is able to specify the sectoral distribution of these induced 

impacts by calculating the regional effect of purchases made by these employees based on 
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disposable income levels and the BEA’s input-output accounts for Newport County.  The model 
indicates that the induced impacts attributable to NOH construction are widely distributed across 
the regional economy – some employment is supported in 65 of IMplan’s 538 sector codes  – but 
the most significant induced impacts occur in sectors providing consumer goods and services, 
such as residential real estate, general merchandise stores, automotive services, eating and 
drinking places, child care, health care, educational services, and local government (see Table 2). 

 

Table 2 

Implan Code Implan Description Indirect Employment
390 Wholesale trade 1.0
401 Motor vehicle and parts dealers 1.1
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 1.5

Sectoral Distribution of Induced Employment Impacts

Note:  Table only includes sectors with induced employment impacts of 1.0+.  
 
 
2.14  TOTAL ECONOMIC IMPACTS 
 
The construction phase of the Newport Opera House project will generate total economic 

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

 

Table 3 

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 $5,103,187
Annual Avg. Wage $29,308 $28,090 $24,553 $28,179

Newport Opera House:  Employment & Employee Compensation Impacts of Connstruction

Note: 2008 dollars.  
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2.20 OPERATIONS 

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

 2.21 DIRECT ECONOMIC IMPACTS 
 
 The Newport Opera House will generate approximately $1.3 million in total annual 
output (sales) in Year 1 of its operations with that amount expected to increase to about $1.5 
million in Year 3 of operations. 
 

It is estimated that in Year 1 the Newport Opera House will directly employ 49 persons 
with a annual payroll of approximately $270,000 (not including fringe benefits) (see Table 4 and 
Table 6).  By Year 3, direct employment is expected to increase to 56 persons with an annual 
payroll of approximately $310,000 (not including fringe benefits) (see Table 6). 

Table 4 

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 $367,359
Annual Avg. Wage $5,533 $15,938 $24,779 $6,892

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

Note: 2008 dollars.  
 
The comparatively low annual average wages attributable to direct economic impacts is 

because the Newport Opera House will initially rely heavily on part-time employees and an 
organized group of unpaid volunteers. Volunteers will serve as ushers, ticket takers, 
concessionaires, docents, technical crew and apprentices.  Volunteers will also support day to 
day operations by assisting with mailings, fundraising events, telephone reception, and general 
office tasks.  In addition, the Newport Opera House plans to establish partnerships with local 
colleges and universities that will offer opportunities for Internships 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 economic impacts within Newport 

County as a result of purchasing goods and services (inputs) from off-site vendors to support its 
on-going operations. 

 
It is estimated that in Year 1 operations-related local purchases by the Newport Opera 

House will indirectly generate $101,900 in additional local output (sales) with this amount 
expected to grow to $117,656 in Year 3 of operations. 

 
Year 1 operations-related local purchases by the Newport Opera House will indirectly 

support 2 additional jobs (full-time equivalents) in Newport County’s economy with a total 



Center for Policy Analysis                                                 Newport Opera House 7 

payroll of $25,501 (see Table 6).  This level of indirect job creation will remain fairly constant 
over the first three year’s of NOH’s operations. 

 
However, it is well-established that performing arts centers stimulate other indirect 

(ancillary) economic impacts, primarily in the eating and drinking sector and the retail sector, 
because performing arts centers bring individuals into the local area where they shop and have 
dinner as part of their entertainment experience.  Based on research findings in comparable 
venues (e.g., Zeiterion Theatre in New Bedford, Massachusetts, it is estimated that the Newport 
Opera House will indirectly stimulate another $772,738 in output (sales) in the eating and 
drinking and retail sectors of the Newport County economy. 

 
The ancillary economic output stimulated by the Newport Opera House will support 12 

additional jobs, primarily in the eating and drinking and miscellaneous retail stores with an 
annual payroll of approximately $202,000. 

 
The IMPlan modeling system is able to specify the sectoral distribution of these indirect 

impacts by calculating the regional effect of construction-related purchases based on the BEA’s 
input-output accounts for Newport County and single largest share of indirect impacts will be in 
food and beverage stores, miscellaneous retail, and contracts with independent artists, writers, 
and performers (see Table 5). 

 

Table 5 

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 employment impacts of 1.0+.

Sectoral Distribution of Indirect Employment Impacts

 
 
 
2.23  INDUCED ECONOMIC IMPACTS 
 
The Newport Opera House will also generate induced impacts within Newport County as 

a result of off-site spending by operations-related employees.  It is estimated that in Year 1 
consumer expenditures by Newport Opera House employees will induce $209,706 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 the Newport Opera 

House will support another 3 jobs in Newport County with a total payroll of $71,858 (see Table 
4).  This level of job creation will remain constant over the first three year’s of NOH operations. 

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

Opera House will induce $145,485 in local output (sales), which will support 2 additional jobs, 
with an annual payroll of approximately $55,111. 
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The induced economic impacts are widely diffused throughout different sectors of the  
Newport County economy, although the single largest impact is on eating and drinking places. 

 
2.24  TOTAL ECONOMIC IMPACTS 
 
Newport Opera House will generate total annual economic impacts, including direct, 

indirect, and induced impacts, of 75 jobs by Year 3 of its operations (see Table 6) with an annual 
payroll of approximately $717,000 (see Table 7). 

Table 6 

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 2
Ancillary 12 12 12

Induced Economic Impacts 36 5 5 5
Construction 36 - -

Operations - 3 3 3
Ancillary - 2 2 2

Total Economic Impacts 181 67 71 75

Construction 181 - - 0
Operations - 53 57 62

Ancillary - 14 14 14

Total Employment Impacts of Newport Opera House, Year 0 to Year 3

Source: Center for Policy Analysis (2008).  
 

Table 7 

Year 0 Year 1 Year 2 Year 3

Direct Economic Impacts $3,475,962 $270,000 $290,000 $310,000
Construction $3,475,962 - - -

Operations - $270,000 $290,000 $310,000

Indirect Economic Impacts $735,961 $227,501 $243,600 $260,688
Construction $735,961

Operations $25,501 27,460 $29,418
Ancillary $202,000 $216,140 $231,270

Induced Economic Impacts $891,264 $126,969 $136,346 $145,993
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 $716,680
Construction $5,103,187 - - -

Operations - $367,359 $394,837 $422,314
Ancillary - $257,111 $275,109 $294,366

Source: Center for Policy Analysis (2008).

Total Employee Compensation Impacts of Newport Opera House, Year 0 to Year 3

 


