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Introduction & Executive Summary  
 
Rounds Consulting Group, Inc. (RCG) was retained to examine the economic and fiscal impacts of 
Partnership for Economic Innovation’s (PEI) investment and collaborative effort to propel Greater Phoenix 
and the state to be a leader in technology and innovation. A breakeven analysis was also conducted to 
identify whether or not the taxpayer’s investment will yield a positive return on investment (ROI) within 
a feasible investment timeframe. 
 
To date, PEI has invested approximately $2.4M in leading-edge advanced technology companies 
generating new innovations and products and developing world-class research centers to fuel workforce 
development and entrepreneurial acceleration. Approximately $800,000 of the $2.4M investment has 
been funded by Arizona taxpayers and the remainder is funded by private-sector sponsors. 
 
The advanced research, business growth, and additional high-tech jobs created as a result of PEI’s 
investment have generated significant economic benefits for the Arizona, Maricopa County, and Greater 
Phoenix region. The following summarizes the key findings of the analysis.  
 
Key Findings: 
 

• PEI’s investment in advanced research and innovation supports approximately 134 direct, 
indirect, and induced jobs a year.   

 
• Over 10 years, approximately $83.4M in labor income (i.e., the total cumulative wages and 

benefits) is created by PEI’s activity.  
 
• A total of $355.7M in economic output (i.e., the value of goods or services produced in an 

area) is generated by PEI over 10 years.  
 
• PEI’s investment generates a total of $7.2M in state and local tax revenues over a 10-year 

period.  
 
• PEI’s investment begins generating a positive ROI for Arizona taxpayers within 

approximately 2 years. 
 

• Based on the high ROI calculation, it is recommended that policymakers seriously consider 
proposals to direct funding to the areas supported by PEI. 
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10-Year Economic and Fiscal Impact Summary  
PEI’s Investment in Tech & Innovation 

 
134 $355.7 Million $83.4 Million $7.2 Million 

Total Annual Jobs Economic Output Total Labor Income Total Tax Revenues 

    
45 direct, 44 indirect, and 45 

induced jobs  
gained in the region. 

$209.1M direct, $82.5M 
indirect, and $64.1M 

induced economic activity 
gained in the region. 

$36.1M direct, $26.6M 
indirect, and $20.7M 

induced wages gained in the 
region. 

$3.3M direct, $2.1M 
indirect, and $1.8M induced 
tax revenues gained in the 

region. 
 
 
Source: IMPLAN; Partnership for Economic Innovation; Rounds Consulting Group, Inc.  

 

 
 
Source: Rounds Consulting Group, Inc.  
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Impact Model Methodology and Assumptions 
 
Economic and fiscal impact models are an effective way to demonstrate regional implications of a 
particular project, policy, business, development or other activity in a given area. The study area can range 
from a single neighborhood or city to an entire state or country. Typically, the level of effects resulting 
from the activity is estimated in terms of output, earnings, employment, and tax revenues.  
 
RCG developed an impact model to analyze the economic and fiscal impacts of PEI’s investment in R&D, 
technology and innovation. The RCG proprietary model employs an input-output model methodology 
commonly used by economists to determine impacts. This method was used to estimate the multiplier or 
ripple effects from the business growth and job creation resulting from the PEI investments being 
analyzed. The activity was then converted into state, county, and city tax revenues in each of the relevant 
categories. 
 
Economic Impact Model Methodology 
 
An economic impact model provides a quantifiable method to estimate the economic activity of a 
particular activity in a given area.  Impacts can be used to measure existing activity and to measure 
potential expansions/contractions of an area’s economy resulting from changes in economic activity. 
Typically, the level of economic effects resulting from the activity is estimated in terms of output, 
employment, and labor income. These are defined as:  
 

Output Employment Labor Income 

   

Captures the broader level of 
economic activity, or the total 

value of goods and services 
produced in the region, similar to 

how statistics like GDP capture 
economic volume in individual 
states and across the country. 

Refers to the employment impact 
on an annualized basis  

(i.e., the total number of full-time 
equivalent jobs created over a 1-

year period). 
 

Represents the income earned by 
employees. The earnings 

component is used to measure the 
total change in income throughout 
the economy due to economic or 

business activity. 

 
The economic effects occurring as a direct consequence of the initial activity create additional activity in 
the regional economy. This relationship is known as the multiplier or ripple effect. The basis for multiplier 
effects is the interdependencies between industries, how one industry impacts other sectors, and the 
cycle of spending and re-spending within the regional economy.  
 
An input-output model is used to generate these multipliers. These multipliers quantify relationships 
among industries and estimate the extent that the area being analyzed can capture sales, economic 
activity, and job impacts within the region.   
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Input-output models measure impacts based on their source. Direct effects are the result of the initial 
activity being analyzed. The multiplier effects, or secondary effects, are measured as either indirect or 
induced. These direct, indirect, and induced impacts are defined as: 

A commonly used input-output model framework for generating economic multipliers is IMPLAN (short 
for “impact analysis for planning”). Originally developed by the U.S. Forest Service in the 1970s, the 
responsibility for developing IMPLAN data sets shifted to the University of Minnesota as demand grew for 
regional models. Now, IMPLAN runs as a private organization and is the leading provider of nationwide 
economic impact data and analytical software.   
 
The RCG custom economic impact model employs this input-output model methodology and uses 
Arizona-specific IMPLAN multipliers and adjustments.   
 
Fiscal Impact Methodology 
 
Fiscal impact models provide estimates for the government revenues that are generated by a particular 
project, policy, business, development, or activity in a given area. Impact values can be used to estimate 
tax revenue impacts, for return on investment evaluations, and for cost-benefit calculations, among 
others. 
 
Typically, fiscal impacts examine revenues that are likely to result from a project or activity and are 
determined by the study area’s tax structure. In general, the types of government taxes analyzed include 
sales taxes, excise taxes, lease taxes, income taxes, and property taxes. The type of activities subject to 
these taxes include payrolls, retail sales, utility use, leases, and construction, to name a few.  
 
Fiscal impacts are categorized similar to economic impacts and are broken down at the direct, indirect, 
and induced levels in which they are created. In general, direct revenues include the tax revenues 
generated from direct business activity, such as the personal income taxes levied on employee incomes, 
or the utility taxes levied on direct business utility use.   

Direct Impacts 
• Measure the initial and immediate economic change in a region as a result of a new development or 

business activity.

Indirect Impacts 
• Capture additional output, labor income, and employment changes generated as a result of 

increased demand in the industries which supply services and products to the direct businesses.

Induced Impacts 
• Capture additional output, labor income, and employment changes generated as a result of increased 

spending in the local economy made by the households of both the direct and indirect employees.

Total Impact 
• The sum of the direct, indirect, and induced impacts.
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Any additional tax revenues generated by the wages, residency, and spending of the indirect and induced 
employees are similarly categorized. As an example, homes owned by indirect and induced employees 
are subject to local property taxes.  
 
The RCG fiscal impact model employs this methodology. The model was designed to produce tax revenue 
impacts for the State of Arizona, Maricopa County, and local municipal governments.   
 
Model Assumptions 
 
Economic and fiscal implications of an activity are determined by the interaction of a number of factors, 
including business characteristics (the type of businesses, number of employees, etc.), location and study 
area characteristics (state and local tax structures), taxable activity, and by the nature of any economic or 
demographic effects resulting from the activity (new employment/population added to the area). 
 
RCG utilized a top-down modeling approach to generate direct and multiplier impacts based on the level 
of PEI’s investment in R&D. This top-down analysis, in general, used industry standards to estimate how 
PEI’s investment (i.e., initial spending) circulates throughout the regional economy and generates 
business growth, jobs, wages, and additional secondary spending.  
 
Actual impacts may vary, and some impacts may not materialize due to unanticipated events and changing 
circumstances. However, RCG has made extensive efforts to confirm the accuracy of the information 
contained in this analysis. 
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Economic and Fiscal Impacts 
 
PEI’s efforts and investments in leading-edge advanced technology companies, research centers, and the 
development of new innovations and products have generated significant economic benefits for Arizona. 
The following summarizes PEI’s impact on the local economy with detailed fiscal impacts located in 
Appendix A.  
 
Over a 10-year period, PEI’s $2.4M investment supports 45 direct FTEs a year – this creates approximately 
$36.1M in direct labor income. The direct cumulative economic output (i.e., the value of goods and 
services produced in the area) generated by PEI’s efforts over a 10-year period equals $209.1M. The direct 
impacts generated by PEI create $3.3M in statewide (i.e., state, county, and city) tax revenues over 10 
years.   
 
In addition to the direct impacts, PEI’s investments and collaborative efforts support another 44 indirect 
jobs a year at supplier companies. The 10-year labor income generated by PEI’s indirect activity is equal 
to $26.6M. This indirect activity generates another $82.5M in economic output over 10 years. In total, 
$2.1M in statewide tax revenues are generated by PEI’s indirect activity.  
 
The local consumer spending of the direct and indirect workers supported by PEI’s activity support an 
additional 45 induced workers a year. Over 10 years, this induced activity generates another $20.7M in 
labor income and $64.1M in economic output. The induced activity generated by PEI produces another 
$1.8M in statewide tax revenues over 10 years.  
 

 
In total, PEI supports 134 jobs in the regional economy each year. Over a 10-year 

period, PEI’s investment in tech and innovation generates $83.4M in labor income, 
$355.7M in economic output, and $7.2M in state and local tax revenues.   

 
 
 

10-Year Economic & Fiscal Impacts of PEI’s Investment in Tech & Innovation 
 

Economic Output  Annual Jobs  Labor Income  Tax Revenues 

$209,089,000 - Direct  45 - Direct  $36,123,000 - Direct  $3,310,800 - Direct 

$82,521,000 - Indirect  44 - Indirect  $26,575,000 - Indirect  $2,085,000 - Indirect 

$64,110,000 - Induced  45 - Induced  $20,711,000 - Induced  $1,774,900 - Induced 

$355,720,000 - Total  134 - Total  $83,410,000 - Total  $7,170,700 - Total 

 
 
Note: In 2021 dollars. Tax revenues include state, county, and city tax revenues. May not sum to total due to rounding. 
Sources: IMPLAN; Partnership for Economic Innovation; Rounds Consulting Group, Inc. 
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Due to the dynamic nature of economic development programs, the current employment count will grow 
beyond the 45 jobs listed in the previous table. The investment spurs additional business growth which 
further increases job creation and wage levels. It is anticipated that these dynamic effects add a minimum 
of 25% more jobs by year 10.  
 
If the analysis includes these dynamic impacts, the 45 direct jobs estimate increases to 56 annual jobs by 
year 10. Over 10 years, the total economic impact increases from $355.7M to $400.1M, and state and 
local governments collect approximately $8.0M in tax revenues (i.e., $4.5M in state and $3.5M in local tax 
revenues). 
 
Fiscal Breakeven  
 
There are multiple considerations in analyzing a breakeven point for PEI’s investments in technology and 
innovation. A breakeven point is when an investment begins to generate a positive ROI. To date, PEI has 
leveraged approximately $800,000 in taxpayer funds to invest a total of $2.4M.  
 
In order to estimate a taxpayer ROI and a breakeven point, state costs must be compared with state 
revenues. PEI’s investment in technology and innovation begins generating a positive ROI for Arizona 
taxpayers within approximately 2 years. This represents the benchmark for calculating additional 
economic benefits if additional monies are appropriated to the program.   
 
The following chart displays the breakeven point of PEI’s $800,000 taxpayer investment. Additionally, the 
enhanced benefits (labeled Enhanced Revenues) from the previously mentioned dynamic impacts (i.e., 
the 45 direct jobs estimate increasing to 56 jobs) are also displayed.  
 

 
 
Source: Rounds Consulting Group, Inc.  
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PEI Funding Justification  
 
In order to advance the state’s economy further, PEI is proposing that additional funds be used to invest 
in the state’s advanced technology companies and enhance research, innovation, and entrepreneurship.  
 
Utilizing the same trends and economic modeling conditions for context, if the funds appropriated to PEI 
increase to $3M, the 10-year economic impact increases from $355.7M to $1.3B. State and local 
government collections would also increase from $7.2M to $26.8M in tax revenues over 10 years. Similar 
to the previously noted breakeven point, Arizona taxpayers begin to realize a positive ROI within 2 years.  
 
 

10-Year Economic & Fiscal Impacts of PEI with $3M in Appropriated Funds 
 

Economic Output  Annual Jobs  Labor Income  Tax Revenues 

$781,405,000 - Direct  169 - Direct  $135,000,000 - Direct  $12,371,700 - Direct 

$308,398,000 - Indirect  166 - Indirect  $99,317,000 - Indirect  $7,790,700 - Indirect 

$239,593,000 - Induced  167 - Induced  $77,401,000 - Induced  $6,630,000 - Induced 

$1,329,396,000 - Total  502 - Total  $311,718,000 - Total  $26,792,400 - Total 

 
 
Note: In 2021 dollars. Tax revenues include state, county, and city tax revenues. May not sum to total due to rounding. 
Sources: IMPLAN; Partnership for Economic Innovation; Rounds Consulting Group, Inc. 

 

 
Source: Rounds Consulting Group, Inc.  
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Appendix A: Detailed Fiscal Impacts 
 
 

10-Year Detailed Fiscal Impacts of PEI’s Investment in Tech & Innovation 
 

  State County City Total 
Direct Impacts $1,820,300 $408,600 $1,081,900 $3,310,800 

 Retail Sales Tax $543,900 $87,800 $631,600 $1,263,300 

 Income & Payroll Taxes $1,194,600 - - $1,194,600 

 Commercial Property Tax - $114,000 $59,000 $173,000 

 Residential Property Tax - $84,900 $38,800 $123,700 

 Vehicle Taxes & Fees $81,800 - - $81,800 

 State Shared Revenues - $121,900 $352,500 $474,400 
Indirect Impacts $1,221,000 $224,300 $639,700 $2,085,000 

 Retail Sales Tax $314,300 $44,500 $339,500 $698,300 

 Income & Payroll Taxes $827,900 - - $827,900 

 Residential Property Tax - $80,800 $36,400 $117,200 

 Vehicle Taxes & Fees $78,800 - - $78,800 

 State Shared Revenues - $99,000 $263,800 $362,800 
Induced Impacts $990,700 $215,800 $568,400 $1,774,900 

 Retail Sales Tax $277,100 $38,900 $303,600 $619,600 

 Income & Payroll Taxes $633,900 - - $633,900 

 Residential Property Tax - $81,800 $37,800 $119,600 

 Vehicle Taxes & Fees $79,700 - - $79,700 

 State Shared Revenues - $95,100 $227,000 $322,100 
Total Impact $4,032,000 $848,700 $2,290,000 $7,170,700 
 
 
Note: In 2021 dollars. May not sum to total due to rounding. Tax revenue impacts for the State of Arizona, Maricopa County, and local 
municipal governments.   
Source: IMPLAN; Partnership for Economic Innovation; Rounds Consulting Group, Inc. 

 
 
 
 
 
 
 


