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Introduction

FXM Associates has been retained by the Rhode Island Health and Educational Building
Corporation (RIHEBC) to assess the economic impacts of its $1.5 billion in financing for health
and education construction projects between 2016 and 2022. FXM used data provided by
RIHEBC on expected construction expenditures by type. FXM used these data in applying the
R/ECON Input-Output (I-O) Model* to estimate total direct, indirect, and induced effects of the
bond expenditures on business output, household earnings, employment, GDP, state, local, and
federal taxes.?

Findings

Over the 2016-2022 period RIHEBC financed 68 new projects, with over 95% in education
projects, 57% of which were public schools. Table 1 shows a full breakdown of the R/ECON I-O
model results. The following bullet points highlight key findings.

1 1-O0 models are used by professional and academic economic analysts to trace out the full range of
effects (including indirect and induced) of business sales, employment, or income directly attributable
to existing economic activities or planned new ones on single or multiple regions or states. The
technique derives from the national income and product accounts which trace money flows within and
between industries and sectors within the national economy, with adjustments made for the specific
makeup of industries and wages and taxes within individual regions and states. R/ECON 1-O (formerly
PCIO) was originally developed by the Regional Science Research Institute and has been in continued
use for over 50 years. It is presently updated regularly by the Center for Urban Policy Research at
Rutgers University and tailored to the Rhode Island economy for the purposes of this study. R/ZECON I-
O is one of three widely used regional 1-O modeling systems in the US; RIMS Il (US Bureau of
Economic Analysis) and IMPLAN are the other two.

! Direct Effects are the proportion of direct spending by construction contractors on goods and services
produced in the State of Rhode Island.

Indirect Effects are the value of goods and services purchased by businesses to support their direct
sales of goods and services to the construction contractors.

Induced Effects are the value of goods and services needed by households that provide the direct and
indirect labor.

Output reflects the value of direct and indirect purchases in Rhode Island, while GDP is limited to an
accounting for materials, labor, income, profit, dividends, interest and rent, and capital consumption
allowances (depreciation) specifically produced in-state. Employment in the R/ECON 1-O Model is
person years of jobs created and defined as roughly full-time equivalent employment (30 hours or
more per week).

Earnings includes payroll and other income that accrues to households and that is directly and
indirectly attributable to the RIHEBC related expenditures. The R/ECON I-O Model results shown are
for the State of Rhode Island and do not include output, jobs, or income that would be expected to
accrue outside the Rhode Island economy.

State Taxes and Fees include the income tax, sales tax, state business taxes, various excise taxes, and
other state levies and fees.

Local Taxes and Fees mainly represent property tax revenues that accrue, over time and afforded by

the personal and business incomes generated both directly and indirectly via the spending.
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= Direct, indirect, and induced expenditures within the Rhode Island economy
totaled $2.4 billion as a consequence of the $1.5 billion in direct bond financing.
The construction ($1.5 billion), finance and insurance (5197 million), and
professional and business services (5119 million) sectors experienced the largest
effects.

= Direct, indirect, and induced employment effects totaled 15,886 person-years
for all sectors. Not surprisingly, the construction sector, with 10,677 person-
years of added employment experienced the greatest effect. Changes in
employment state-wide between 2016 and 2022 suggests that the RIHEBC
expenditures yielded about 3,200 new jobs,3 while net job gains statewide
totaled 5,710 over the same period.* Clearly, the expenditures resulting from
RIHEBC bond issues had a significant positive effect on the Rhode Island
economy over this difficult period.

= Effects of RIHEBC bond spending are also noteworthy in the educational, health
care, and social services sectors where 180 job equivalents were added
compared to a statewide loss of (1,500) jobs in these sectors between 2016 and
2021. Similarly, the addition of about 160 retail jobs helped offset a decline of
(955) retail jobs over this period.

= The RIHEBC financed projects increased household earnings in Rhode Island by
nearly $1.2 billion between 2016 and 2022.

= Local tax revenues (mostly property related) increased by $52.6 million and state
taxes by $53.0 million from RIHEBC financed construction projects between 2016
and 2022. About $226.5 million in federal tax revenues were also added.

3The 15,886 job-years in Table 1 are converted to approximate annual jobs; This is done to make the job-years
equivalent to job counts reported by the US Bureau of Economic Analysis.
4 Source: US Department of Commerce, Bureau of Economic Analysis, September 2022, and FXM Associates
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Table 1

Economic Impacts of RIHEBC Bond Spending

I. Total Effects (Direct + Indirect/Induced)

Mining

Utilities

Construction

Manufacturing

Wholesale Trade

Retail Trade

Transportation and Warehousing

Information

Professional and Business Services

NN N NN NN NN N NN R

Total Effects
Il. Distribution of Effects and Multipliers
Direct Effects
Indirect Effects
Induced Effects
Total Effects

LA T

Multipliers (=4 / 1)
lil. Composition of GDP
1. Compensation
2. Taxes
a. Local
b. State
c. Federal
3. Profits, Dividends, Rents, and Other
4, Total GDP (=1+2 +3)

IV. Tax Accounts

1. Labor Income
2. Taxes

a. Local

b. State

c. Federal

Initial Expenditure (in Dollars)

Agriculture, Forestry, Fishing, and Hunting

Finance, Insurance, Real Estate, Rental, and Leasing

Educational Services, Health Care, and Social Assistance
Arts, Entertainment, Recreation, and Hospitality

Other Services (including Government)

2016-2022

Output Employment
($1,000) (jobs)
745.6 27
2,234.2 12
11,898.4 16
1,514,252.3 10,677
101,705.8 379
83,273.2 254
86,748.2 792
33,027.0 246
26,063.6 57
197,352.4 548
118,960.1 959
99,761.0 919
38,242.5 521
37,477.4 481
2,351,741.7 15,886
1,507,124.0 10,627
358,218.8 1,961
486,398.9 3,298
2,351,741.7 15,886
1.560 1.495
Business
847,520.4
165,917.9
30,710.0
30,220.5
104,987.5

Earnings

($1,000)

372.9
1,126.6
2,080.5

899,231.7
25,578.4
24,4543
35,250.1
12,258.0

4,646.4
30,370.2
65,524.3
53,712.1
14,628.2
21,663.0
1,190,896.8

896,590.7
126,024.7
168,281.4

1,190,896.8

1.328

Household
1,012,262.3
166,228.0
21,931.4
22,825.1
121,471.5

GDP
($1,000)

311.0
1,686.5
9,989.6

946,596.7
35,009.7
51,176.5
51,703.6
14,191.4
12,357.6

132,222.3
76,291.2
61,646.3
22,222.6
20,004.6

1,435,409.7

943,262.5
192,385.7
299,761.5
1,435,409.7
1.522

847,520.4
165,917.9
30,710.0
30,220.5
104,987.5
421,971.4
1,435,409.7
Total

332,145.9
52,641.3
53,045.6
226,459.0

$1,507,124,042.26
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