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o D-'132,)'<)%24#->#-73-+'28)'2)8#-+<)3?)V%, 1'¢.)8-3R&6/ The demand for bachelor’s degrees will increase
significantly if Arizona is able to match the U.S. in terms of per capita GSP. This would require 165,300 new
base sector jobs earning in excess of $140,500 per year. A portion of the “multiplier” jobs would also

require a bachelor’s degree. In this scenario, Arizona would need 215,600 additional bachelor’s degrees in
order to reach the national level of per capita GSP.%!

ol S6#)7'<$,1)+>,$4)3?)238)'+>-3("28)'<)<'82'?'$, 28/ The increase in productivity related to enhanced GSP and
employment counts would generate $4.0B in new tax revenues for the state and local governments each
year, far exceeding investment costs related to policy implementation.

21 U.S. Bureau of Economic Analysis; Rounds Consulting Group, Inc.
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Appendix A - Case Studies

Developing a vibrant, successful economy does not happen by chance and requires a collaborative business plan
to ensure a state is competitive and has the workforce necessary for the future.

Arizona’s largest metropolitan area, the Greater Phoenix Metro Area (Phoenix MSA), is a national leader in several
measures of economic growth, including population and employment growth. However, when compared to
competitor metro areas, the Phoenix MSA has not been as resilient during periods of economic recessions and is
lagging in measures of quality economic growth.

Since the Great Recession, PCPI and per capita GDP as a percent of the U.S. level in the Phoenix MSA have
stagnated, whereas the Austin and Salt Lake MSAs have experienced upward trends in each of these metrics. The
upward trends of the competitor metro areas can be attributed, in part, to favorable tax policies that have attracted
a significant amount of capital investment for business development as well as the availability of a talented and
educated workforce.

However, these policies alone do not account for the growth and relative position of the Austin and Salt Lake City
MSAs in measures of economic quality, compared to the Phoenix MSA. Similar to the ABOR New Economy Initiative,
each area has successfully implemented an education or workforce initiative that has driven high rates of
educational attainment and training in high-growth and resilient industries. As a result, both of these metro areas
have higher wages than the Phoenix MSA.

A review of economic resiliency and performance of the Phoenix-Mesa-Chandler Metropolitan Area (Phoenix MSA)
against the Salt Lake City Metropolitan Area (Salt Lake MSA) and the Austin-Round Rock Metropolitan Area (Austin
MSA) demonstrates that the Phoenix MSA has performed well during periods of economic contraction and
expansion when compared to competitor metro areas. However, related to measures of quality, Phoenix MSA’s
economy lags behind.

Case Studies — Phoenix MSA Compared to Select Competing Metro Areas

After a small decline in employment following the 2001 recession, the Phoenix MSA experienced the most
employment growth relative to its competing metro areas. However, as discussed previously, this growth was not
supported by a sound economic foundation.

As a result, employment declined 7.8% from 2008-2009 during the Great Recession. This was greater than the
decline in the Salt Lake MSA, which experienced a decline of 4.8%. The Austin MSA performed the strongest during
the Great Recession, declining just 2.1% from 2008-2009.

From 2010 to 2020, the Austin MSA experienced the highest employment growth of the 3 areas, followed by the
Salt Lake MSA. While the Phoenix MSA lagged behind the other two metro areas in employment growth, there was
a higher focus on enhancing the state’s economic foundation during this period.

This effort was beneficial as the Phoenix MSA performed well relative to the other metros during the most recent
recession. Employment declined 2.8% in the Phoenix MSA compared to 2.9% in the Austin MSA and 2.1% in the
Salt Lake MSA.
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As of November 2021, employment in the Phoenix MSA had grown 3.6% since 2020. This was the lowest among
the metro areas. The Salt Lake MSA grew 4.2% and Austin MSA grew 4.9% during the same time period.

Overall, employment growth from 2000 to 2020 in the Phoenix MSA grew at an average annual rate of 1.5%
compared to 2.3% and 1.5% in the Austin MSA and Salt Lake MSA, respectively.

Figure 28: Annual Employment Change by Metro Area
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Note: Gray bars represent recession periods. *As of November 2021.
Source: U.S. Bureau of Labor Statistics

Quality economic growth is growth that enhances the quality of life for residents. A commonly used indicator to
assess the current economic health among residents is the per capita personal income (PCPI) as a percent of the
national level. If the performance of PCPI as a percent of the U.S. is increasing over time, it is an indication that the
region’s economy is performing well. If the trend is flat or declining, this is an indication that the economy is lagging.

The trend of PCPI in the Phoenix MSA has been declining since the Great Recession. This compares to an increasing
trend for the Austin and Salt Lake MSAs.
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Figure 29: PCPI as a Percent of the U.S. by Metro Area
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Source: U.S. Bureau of Economic Analysis; Rounds Consulting Group, Inc.

In 2020, the per capita GSP in the Phoenix MSA was 83.8% of the U.S. level. This was well below the Austin MSA
and Salt Lake MSA, which each reported a per capita GSP at 126.5% and 110.8% of the U.S. level, respectively.

Of greater significance, is how the Phoenix MSA has performed over time. Since the Great Recession, per capita
GSP as a percent of the U.S. in the Phoenix MSA has been trending downward from 2001-2019. Per capita GSP has
remained stable in the Austin MSA and has increased in the Salt Lake MSA over the same time period.
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Figure 30: Per Capita Gross State Product as a Percent of the U.S. by Metro Area
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Note: Gray bars represent recession periods.
Source: U.S. Bureau Economic Analysis; Rounds Consulting Group, Inc.

An analysis of average wages provides additional context as to how despite a growing employment base, from
2001-2020 wage levels in the Phoenix MSA have declined relative to the U.S. level, when adjusted for cost of living.
This is in contrast to the average wage levels in the Austin and Salt Lake MSAs, which have been trending upwards
relative to the U.S. level over the same time period.

Additionally, of note is that the average wage level as a percent of the U.S. was lower at the beginning of the
analysis period in the Salt Lake MSA relative to the Phoenix MSA. In 2001, the average wage level in the Phoenix
MSA was 98.0% of the U.S. level. This compared to the Salt Lake MSA level which was 91.3% of the U.S. level.
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Figure 31: Average Wages as a Percent of the U.S. by Metro Area
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Note: Gray bars represent recession periods. Average wages are adjusted for cost of living.
Source: U.S. Bureau of Economic Analysis; Rounds Consulting Group, Inc.

There needs to be a continued effort from policymakers and educational leaders to implement policies and
programs that support an upward trend in quality metrics such as PCPI and per capita GSP in the Phoenix MSA and
throughout the state.

Conducting comparative analyses can be a helpful exercise in order to identify best practices and key policies that
were implemented in competitor metros that helped drive the positive economic growth in those areas.

The Austin MSA

In recent years, the Austin MSA has secured commitments from several industry leading companies to locate or
expand to the area. These include Samsung, Oracle, Google, and Tesla, among others.?2 These businesses will create
tens of thousands of high-wage jobs in the region and continue to drive quality economic growth.

This review examines the policies, programs and initiatives that have facilitated this growth in the Austin MSA, and
how to achieve similar results in the Phoenix MSA.

As previously discussed, both the Phoenix MSA and the Austin MSA have experienced significant population and
employment growth over the last decade. From 2001-2020 the population in the Austin MSA has grown at an
average annual rate of 3.2%. This compares to the population of the Phoenix MSA, which has grown by 2.3% per
year, on average over the same time period. For perspective, the population growth among all metro areas
nationwide grew by 0.9% per year, on average.

22 Austin Chamber (https://www.austinchamber.com/economic-development/business-climate/relocations-expansions#block-2)
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Despite the economic base in both metro areas exceeding the national level, the performance of the Austin MSA
in measures of economic quality (i.e., PCPI, per capita GSP, and average wages) has exceeded that of the Phoenix
MSA.

While there are many factors that contribute to this difference in performance over time, improving educational
attainment has been critical in driving quality growth in the Austin MSA. According to the latest data from the U.S.
Census Bureau, 44.8% of those living in the Austin MSA had a bachelor’s degree or higher as of 2019. This compared
to 31.5% of those living in the Phoenix MSAZ3,

A higher level of educational attainment leads to a higher quality workforce in the Austin MSA. The availability of
a quality and dynamic workforce, in turn, drives business recruitment efforts that supply high-wage jobs in high-
growth industries. These jobs and the subsequent increase in economic activity fuel the growth in measures of
economic quality.

Community leaders and stakeholders in the Austin MSA have focused on increasing the quality of the workforce by
enhancing educational attainment through targeted initiatives such as the Student Futures Project and the Direct-
to-College Achievement Program (DTC70).

The Student Futures Project is a research partnership between the Ray Marshall Center, Greater Austin Chamber
of Commerce, Skillpoint Alliance, and various school districts throughout the Austin MSA. The program is designed
to provide insight as to what students are doing after graduating from high school and why they are making those
decisions. This information can be critical in determining the most common barriers to enrollment in post-
secondary education (i.e., a two-year or four-year college or trade school).

Since 2005, tens of thousands of high school seniors have participated in the program and the information gathered
has helped educational leaders and policymakers identify two focus areas that have proven to improve graduation
rates. These areas are completing the Texas Common Application and submitting a FAFSA application.

In order to address these target areas, the Austin MSA implemented the DTC70 program. The goal of this initiative
is to enroll 70.0% of graduating high school seniors in higher education immediately following graduation. This is
achieved by directly helping graduating students overcome barriers and obstacles to enrollment.?

The DTC70 initiative has been successful in increasing enrollments and is particularly beneficial for low-income
students. Since 2010, direct college enrollment from students in central Texas (i.e., enrolling in higher education
directly following high school graduation) increased 32.2%. Low-income students that participate in the DTC70
programs are more than three times as likely to complete a higher education program within 6-years than low-
income students that do not participate in the program.®

In addition to the DTC70 program, the Austin MSA has implemented the Direct-to-Work 30 (DTW30) program. The
DTW30 program specifically targets those that are not seeking direct enrollment in higher education to provide
opportunities to gain a training and certification for high demand skills, followed by direct placement into the
workforce in a high growth industry.

23 U.S. Census Bureau, American Community Survey 2015-2019 5-year estimates
24 Austin Chamber of Commerce (https://www.austinchamber.com/education-talent/k-12-initiatives/direct-to-college)
25 University of Texas at Austin, Ray Marshall Center, Student Futures/Chamber DTC70 Partner multi-year postsecondary enrollment outcomes 2006-2019.
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The Salt Lake MSA

Examining the economic growth of the Salt Lake MSA provides insight into how strategic education and workforce
initiatives can successfully enhance quality economic growth over time.

Since 2001, the population in the Salt Lake MSA has grown at an average rate of 1.5% per year. This compares to
the population in the Phoenix MSA which grew at an average annual rate of 2.3%. Employment in the Salt Lake
MSA grew by 1.8% per year over the previous two decades while employment grew by 1.9% annually.

Despite their economic bases growing at a similar rate, the Salt Lake MSA has outperformed the Phoenix MSA in
measures of economic quality. For each of the metrics discussed previously, the Salt Lake MSA is trending in an
upward direction when compared to the U.S., over time. This indicates that PCPI, per capita GSP, and average wage
levels are growing at a greater rate than the national average.

The economic performance in the Salt Lake MSA can be attributed to the successful implementation of the Envision
Utah initiative. Envision Utah is a non-profit organization formed in 1997 that connects community, government,
and business leaders with residents to engage in collaborative decision making regarding the future of the region.

This effort engaged over 400 experts and 50,000 residents to identify the elements that are most important for
achieving quality growth. These elements establish a clear framework to provide context to strategic planning
efforts and guide policy decisions.

The Envision Utah initiative has helped educational attainment in the Salt Lake MSA exceed that of the Phoenix
MSA as well as the U.S., as of 2020. The U.S. Census Bureau estimates that 35.0% of those that are 25 years or older
living in the Salt Lake MSA have a bachelor’s degree or higher. This compares to 31.5% in the Phoenix MSA and
32.1% nationwide.?®

In addition to educational attainment, the Envision Utah initiative has also focused efforts on identifying and
preserving regional assets that are important for a high quality of life. It was determined that the outdoor
recreation and tourism industries were integral parts of life.

While these industries are not significant drivers of economic resilience, they do provide numerous indirect
benefits. One of these benefits is maintaining a high retention rate for university graduates in the Salt Lake MSA.

For example, in 2020, 73.7% of undergraduate students that graduated from the University of Utah in the previous
year were employed in Utah.?” This compares to 53.0% of undergraduate students that graduated from Arizona
State University in the previous year that are employed in Arizona.?®

Furthermore, as of 2020, 69.1% of those that graduated from the University of Utah with a bachelor’s degree in a
STEM field within the last year remained in Utah for employment. This compares to 46.0% of those that graduated
from Arizona State University with a degree in a STEM field within the last year that were employed in Arizona
(2020).3°

26 U.S. Census Bureau, American Community Survey 2015-2019 5-year estimates

27 The University of Utah Alumni Career Outcomes (https://careers.utah.edu/where-are-they-now/)
28 Arizona Board of Regents, 2020 Alumni Wages Report (https://www.azregents.edu/reports-0)

29 The University of Utah Alumni Career Outcomes (https://careers.utah.edu/where-are-they-now/)
30 Arizona Board of Regents, 2020 Alumni Wages Report (https://www.azregents.edu/reports-0)
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As a result, the Salt Lake MSA has a large supply of highly educated workers who have a preference to remain in
the region. The presence of this workforce encourages businesses in high-growth industries to locate and expand
in the Salt Lake MSA and the surrounding region. The increase in business activity supports the growth of high-
wage jobs which advances the performance in measures of economic quality.
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Appendix B - Job Multiplier Example

An economic impact model was developed to demonstrate how employment growth in one industry impacts
employment growth in other industries. The job impact estimates by industry are based on 1,000 new high wage
manufacturing jobs.

These 1,000 manufacturing jobs generate an additional 2,434 jobs throughout Arizona, for a total of 3,434 jobs.
This means the example manufacturing industry has a job multiplier of 2.43 — meaning that for every 1
manufacturing job created, another 2.43 jobs are created.

The following table illustrates the industry breakdown of the secondary 2,434 jobs created from the 1,000
manufacturing jobs in Arizona.

Table 9: Job Impact by Industry

Industry Jobs
Primary Job Impact 1,000
Manufacturing 1,000
Secondary Job Impact 2,434
Agriculture, forestry, fishing and hunting 109
Mining, quarrying, and oil and gas extraction 38
Utilities 5
Construction 22
Manufacturing 436
Wholesale trade 18
Retail trade 362
Transportation and warehousing 157
Information 102
Finance and insurance 88
Real estate and rental and leasing 28
Professional, scientific, and technical services 35
Management of companies and enterprises 21
Administrative and support and waste management and remediation services 101
Educational services 49
Health care and social assistance 378
Arts, entertainment, and recreation 140
Accommodation and food services 89
Other services 227
Public administration 28
Total Job Impact 3,434
Job Multiplier 2.43

Source: IMPLAN; Rounds Consulting Group, Inc.
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