TIGER Criterion 1(b) Job Creation and Economic Stimulus

Quickly Create and Preserve Jobs

Assessment of the Rapid Job Creation Potential of the Projects

1) Introduction

The project is assessed according to the criteria identified in the Department of Transportation Notice of Funding Availability dated June 17, 2009 regarding whether the projects “quickly create and preserve jobs and stimulate rapid increases in economic activity…” [TIGER RFP, Primary Selection Criteria 1(b)].
The short run economic impacts of the projects are assessed based on the methodology used in Toma, Hoag, and Griffin (2003), in which a methodology for estimating the projected economic impacts of the Coastal Georgia Greenway (CGG) was developed. This methodology was updated and modified to account for the change in consumer expenditure patterns over time and because the two proposed projects constitute a subset of the CGG route.   
The detailed methodology is readily available in the afore-mentioned, thus a brief summary of the methodology is provided here. The economic impacts of the projects were estimated using a commonly applied approach, that of input-output modeling.  An input-output model provides a snapshot of the structure of a regional economy at a given point in time. These models detail the relationships among industries and sectors of the economy and allow for the estimation of the effects of a stimulus to be traced back along the supply chain. The model used in this study was originally developed by the U.S. Forest Service and is now available through the Minnesota IMPLAN Group of Stillwater, MN. 

The IMPLAN input-output model is used to track the flow of expenditures through the region and provides a ready way of assessing the economic effects of an event, business, or industry.    Dollars are injected into the economy as a firm, organization, or individuals purchase inputs from local firms and households. The suppliers and households then spend a percentage of this income purchasing goods and services from other local businesses, thus generating a second round of economic activity.  Each subsequent round of spending results in a smaller impact as a portion of the spending leaks out of the local economy through the purchase of non-local goods and services.  IMPLAN tracks each of these waves of spending and yields an economic multiplier that can be applied to the initial dollar infusion to estimate the total impact of the economic activity.   

Economic activity associated with the greenway produces both direct and secondary (ripple) impacts in the economy of the four county study area. The short run direct impacts result from construction of the projects. Secondary impacts are commonly referred to as “ripple effects” and result as firms supply goods and services to firms engaged in the construction effort. Additional secondary effects arise as individuals who are employed by the establishments supported by construction expenditures and their suppliers spend their income in other regional business establishments.  The total economic impact attributable to the projects is the sum of its direct and secondary impacts. 

In general, the methodological approach represents a standard methodology used to estimate the economic impacts of multi-use trail construction. An estimate of construction expenditures is obtained for use in input-output economic model of the study region. The construction expenditures represent what is called a change in final demand that drives an increase in the demand for resource inputs along the supply chain for the firms engaged in the construction of the projects. Additional rounds of economic activity are set in motion by the subsequent effects traced back along the suppliers’ supply chain and as income earned by employees affected by the construction are spent in regional business establishments. 
Lastly, the study area is defined as the six county region along Georgia’s Atlantic coast. The projects are to be constructed in four of these six counties: Bryan, Chatham, Glynn, and McIntosh.  In addition, because of proximity and economic linkages, the two adjacent coastal counties of Liberty and Camden are included in the study area in which the economic impacts are estimated to take place.

2) Estimated Construction Costs
The construction cost of the two trail segments is estimated to be approximately $20 million. The 35 mile Island Hopper Trail is projected to cost $13 million to construct, while the 30 mile trail segment from the City of Savannah to Richmond Hill, Georgia is projected to cost $7 million to construction. The $20 million figure is used as an estimate of final demand that will induce an economic impact that can be measured in terms of jobs created, business revenue generated, and labor income earned.  In addition, a fiscal impact on state and local tax revenue can be estimated as a result of the injection of federal funds into the regional economy and the subsequent economic activity generated.   

3) Estimated Short Run Economic Impacts

In the table below, summary data regarding the overall economic impact of project construction are presented.  The direct employment impact of construction is 189 jobs.  The secondary employment impact, or the economic ripple emanating from project construction is estimated to be 129 jobs. These arise from the suppliers of the firms engaged in construction (indirect effects) and from the re-spending of construction-related payroll through the four county study area. The total employment impact is estimated to be 318 jobs, implying an employment multiplier of 1.68. The multiplier indicates that every ten jobs created by construction of the projects will support another seven jobs in the area.

Labor income, including benefits, earned by workers directly employed by firms engaged in the construction of the projects is estimated at $6.4 million. An additional $3.8 million is estimated to be earned by other workers at businesses affected by the economic ripple effect of the construction activity. In total, $10.3 million in labor income is expected to be directly or indirectly linked to construction of the projects.  This yields an estimated multiplier of 1.59 for labor income.  This means that for every $1 earned by workers building the projects, an additional 59 cents is estimated to be earned by other workers in the region.  

The construction effort also induces business revenue for firms in the region. The firms engaged in the project will earn approximately $20 million in business revenue. As a result of supplier linkages to these firms and the recycling of construction-related income, other businesses ae estimated to derive $10.8 million in business revenue.  The multiplier for business revenue is 1.54.  This implies that for every $1 of construction expenditure, an additional 54 cents in revenue was generated for other businesses in the region.

The $30.8 million in business revenue and $10.3 million in labor income are assumed to result from the injection of the federal stimulus funds into the economy of the six-county area. This will induce economic activity that will generate tax revenue for state and local governments. In total, the state and local government tax revenue generated construction of the project is estimated to be $721,000.  The three largest components of this are state income tax revenue ($220,000), sales tax revenue ($264,000), and business property taxes ($151,000)  

	Economic Impact of Project Construction

(In 2009 Dollars)


	
	Direct

Impact
	
	Secondary

Impact


	Total 

Impact
	Multiplier

	Employment
	189
	
	129
	318
	1.68

	Business Revenue*
	$20,000,000
	
	$10,759,000
	$30,759,000
	1.54

	Labor Income*
	$6,462,000
	
	$3,794,000
	$10,256,000
	1.59

	Notes: *Business Revenue and Labor Income are in millions of 2009 dollars. 

             Labor Income includes salaries, wages, benefits, and proprietor’s income.

Secondary includes indirect and induced impacts.


4) Quality of Jobs Created
The construction activity will create a wide variety of jobs in terms of their quality. The “quality” of the jobs are assessed next based on the average amount of employee compensation per job created as compared to the average wage earned in the six county study area. Short run jobs created are said to be “higher quality” jobs if average compensation exceeds the regional average for all jobs.  Conversely, if the newly created jobs tend to pay below-average compensation, they are said to be “lower quality” jobs.
Based on data obtained from the Georgia Department of Labor document, “Georgia Employment and Wages, 2008 Averages), the average annual wages earned in the six counties of the study area is $35,638.  This is computed as a weighted average. For each county, weekly earnings is multiplied by the number of employees in each county, then summed with the result divided by the sum of the number of employees, then multiplied by 52 weeks.  
Based on the estimated economic impacts of labor income earned and employment created in each sector affected, an estimate of the annual labor income earned on average for the created jobs in each sector can be obtained. The figures are then adjusted downward by 15% to account for potential benefits that may be earned by the workers in the 318 newly created jobs. Sectors are then ranked-ordered by benefit-adjusted compensation per job and grouped together such that the average compensation per job created across the “high quality sectors” is greater than $35,638, the average wage in the region, while the remaining jobs are classified as low-quality jobs. 

This methodology yields the following: of the 318 new short-run jobs created, 64 jobs (20%) are high quality jobs paying $36,650 on average per year, while 254 jobs (80%) are of low quality paying an average of $25,795 per year.
http://explorer.dol.state.ga.us/mis/Current/ewcurrent.pdf 

