Nashua Facility Feasibility Study

The Economic Impacts of New Facilities in Nashua

Economic impact means that something has happened to increase economic activity, which includes
new sales, new earnings for workers, and new jobs in the local economy. For projects like this,
impacts are the result of the development of the building, the ongoing impacts of new or expanded
operating organizations (the entity making expenditures in the local economy), and the expenditures
of audiences.

There are three components to economic impact, all of which are determined using multipliers
specific to Hillsborough County:

1. Thedirect effect is the known or predicted change in the local economy that is to be studied.

2. Theindirect effect is the business-to-business transactions required to satisfy the direct
effect.

3. Finally, the induced effect is derived from local spending on goods and services by people
working to satisfy the direct and indirect effects.

Multipliers provide a numeric way of describing the secondary impacts stemming from a change. For
example, an employment multiplier of 1.8 would suggest that for every 10 employees hired in the
given industry, 8 additional jobs would be created in other industries, such that 18 total jobs would be
added to the given economic region. The Multiplier Model is derived mathematically using an input-
output model and Social Accounting formats. The Social Accounting System provides the framework
for the predictive multiplier model used in economic impact studies. Purchases for final use drive the
model. Industries that produce goods and services for consumer consumption must purchase
products, raw materials, and services from other companies to create their product. These vendors
must also procure goods and services. This cycle continues until all the money is leaked out of the
County economy.

To predict the economic impacts of new performing arts facilities, we have purchased a full set of
RIMS Il multipliers for Hillsborough County from the Bureau of Labor, which are based on the 2002
Benchmark Input-Output Table for the Nation and 2010 regional data. The full set follows this
introduction.

The first step is suggesting the potential impacts of construction on the Center Theatre. If the
amount spent to build or renovate is in the range of $12 million, then we can say that funds spent in
the County on construction will lead to total new sales in the County of $20 million, new earnings of
$5.9 million, and 112 new person-years of employment.

One-time Impacts of Construction on Hillsborough County

Input - Construction Budget $ 12,000,000
Final Demand Multipliers

Outputs (Industry 2332C0) Project Outputs

Sales 1.6609 $ 19,930,800
Earnings 0.4942 $ 5,930,400
Employment (person-years of 9.3501 112

employment)
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We calculate the ongoing impacts of the facility using what is called the bill of goods approach,
shown in the following chart. We estimate new annual expenditures by the operating organization on
everything from utilities and hotels to waste management and advertising, and then use the three
types of multipliers to calculate new output, earnings, and jobs in each of those industries.

Annual Operating Impacts on Hillsborough County

Bill of Goods Approach (Year 3)

. Inputs Multipliers Outputs
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"Power Generation and Supply $ 70,000 75% $ 52,500 1.3078 01771 2.7695 $ 91,546 $ 12,3597 0.2
"Water, Sewage and other System $ 10,000 50% $ 5,000 1.4491 0.2471 5.0512 $ 14,491 $ 2,471 0.1
"Retail Trade $ 10,000 75% $ 7,500 1.6216 0.3829 12.2031 $ 16,216 $ 3,829 01
“Transit & Passenger Transportation | $ 5,000 75% $ 3,750 1.7387 0.5255 17.4619 $ 8,694 $ 2,628 01
"Telecommunications $ 20,000 75% $ 15,000 1.6276 0.4569 5.5586 $ 32,562 $ 9,138 0.1
"Insurance Agencies/Brokerage $ 60,000 50% $ 30,000 1.9672 0.4342 8.0480 $ 118,032 $ 26,052 0.5
"Equipment Rental $ 25,000 50% $ 12,500 1.4387 0.2703 4.2671 $ 35,968 $ 6,758 0.1
| Legal Services $ 10,000 75% $ 7,500 1.6068 0.4717 8.6561 $ 16,068 $ 4,717 0.1
-Accounting& Bookkeeping Services | $ 25,000 75% $ 18,750 1.5486 0.4710 10.5265 $ 38715 $ 11775 0.3
“Computer related services $ 25,000 50% $ 12,500 1.6360 0.4924 9.9939 $ 40,900 $ 12,310 0.2
| Advertising & related services $ 50,000 50% $ 25,000 1.5798 0.3106 7.8755 $ 78,990 $ 15,530 0.4
"Professional & Technical Services $ 10,000 50% $ 5,000 1.6217 0.4156 71682 $ 16,217 $ 4,156 04
"Office administrative services $ 20,000 75% $ 15,000 1.6552 0.6029 9.9704 $ 33,104 $ 12,058 0.2
"Business support services $ 15,000 50% $ 7,500 1.7086 0.4927 13.2562 $ 25,629 $ 7,391 0.2
"Services to building $ 15,000 75% $ 11,250 1.5653 0.3745 13.0903 $ 23,480 $ 5,618 0.2
"Waste management $ 10,000 100% $ 10,000 15719 0.3043 6.2824 $ 15719 $ 3,043 01
"Other Educational Services $ 15,000 75% $ 11,250 1.7992 0.5509 18.8192 $ 26,988 $ 8,264 0.3
-Performingarts companies $ 25,000 50% $ 12,500 1.6305 0.3863 17.6982 $ 40,763 $ 9,658 0.4
“Promoters of performing arts $ 25,000 25% $ 6,250 1.7006 0.3491 15.0659 $ 42,515 $ 8728 0.4
" Accommodation $ 5,000 100% $ 5,000 1.5589 0.3542 11.2025 $ 7795 $ 1771 01
"Food services $ 10,000 75% $ 7,500 1.6308 0.2822 10.9680 $ 16,308 $ 2,822 01
"Postal Service $ 15,000 100% $ 15,000 1.5243 0.4781 8.5129 $ 22,865 $ 7172 0.1
“Averages and Totals @ Tr 16174 0.3977 10.2825 5 70,688 | AN | %)

We estimate the portion of new annual non-personnel costs likely spent in the County ($280,000 in
the third year of operation), and then apply our multipliers to suggest that these annual expenditures
lead to new sales of $741,000, new earnings of $171,000, and four new jobs—not including those
working inside the Center Theatre.

The second component of operating impacts is the ancillary spending of facility audiences. To
calculate these numbers, we start with the estimated total attendance—both for performances and
for meetings and events. We then subtract those we believe are simply coming to events here as
opposed to another venue in the County. Itis important that we do NOT include existing local
audiences in the calculation of spending, as these are expenditures that are simply moving around
the defined economic region, as opposed to new economic activity in the region. New audiences,
then, refers to those coming from outside the County and those from within the County who, instead
of attending performances or events outside of the County, are now coming back to Hillsborough
County.

Estimating Audiences
Year 3 Paid Theater Attendance 26,000

Hillsborough County Attenders 70% 18,200
Recovered County Attenders 20% 5,200
Non-County Attenders 30% 7,800
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The final step is to input those estimates into ancillary spending formulas, which are taken from the
2012 Arts and Economic Prosperity Report published by Americans for the Arts. That report provides
significant data on how much people spend on various things in conjunction with their attendance at
performances, exhibits, and films. We then apply our multipliers to these direct impacts and add the
totals for each industry to arrive at total impacts associated with the expenditures of audiences.

What this suggests is that those new audiences will spend $402,000 in this year in Hillsborough

County, driving $654,000 in new sales, $130,000 in new earnings, and creating another 5 jobs in the
County.
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