
 

1 
 

 
 
 
 
October 6, 2010 
 
To: Susan B. Latto 
 Director of Media and Public Relations  
 305 Darland Administration Building 
 
From: James Skurla, Director 

Bureau of Business and Economic Research (BBER) 
Labovitz School of Business and Economics(LSBE) 
213 LSBE 
jskurla@d.umn.edu; 218 726-7895 

 
cc: Kjell Knudsen 
 Dean, LSBE 
 
Re: The Regional Economic Impact of the University of Minnesota Duluth (UMD)  2010 

 
Thank you for the opportunity to estimate UMD's economic impact on the region's economy. Impact 
studies are often only as reliable as the correctness of their assumptions, and in most cases the BBER 
spends time collecting and checking specific data for inputs to our models. In this case, in order to report 
this impact without delay, we have borrowed some assumptions and secondary data from credible 
sources. 
 
In order to model the economic impact of the University of Minnesota Duluth, the following 
assumptions were supplied by the UMD Chancellor's Office:  The study region for this impact is the 
seven counties of the Arrowhead Region of Minnesota, and Douglas County, Wisconsin. Direct inputs to 
the model included the following data: 1,704 employees (full-time equivalent faculty and staff); 
$250,000,000 total institutional expenditures; and $106,985,000 in construction projects during the last 
five years. 1   
 

                                                           
1 Two additional sources of secondary assumptions are noted for this impact model: 1) Estimations for annual 

average student spending are taken from "The Economic Impact of Minnesota State Colleges and Universities, 
Updated statewide estimates and local estimates for universities, July 2006," prepared by Paul A. Anton and Nicole 
Behling, of Wilder Research, Saint Paul, Minnesota, and 2) estimations of acceptable multipliers for higher 
education were consulted in “The Local Economic Impact of Colleges and Universities,” Economics of Education 
Review, (October 2007), Vol. 26, pp. 546-558. 
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BBER used the economic modeling software IMPLAN to estimate three measures of impact. The IMPLAN 
models for both operations and construction use the following definitions for the three measures and 
three effects of the findings: 
 

Measures   

 Value Added (which includes payroll expenditures) – A measure of the impacting industry’s 
contribution to the local community; it includes wages, rents, interest and profits. 

 Output (sales) –Represents the value of local production required to sustain activities.  

 Employment (jobs) – Estimates are in terms of jobs, not in terms of full-time equivalent 
employees.  Hence, these may be temporary, part time or short term jobs. 

 
Effects 

 Direct – Initial spending in the study area resulting from the project 

 Indirect – The additional inter-industry spending from the direct impact  

 Induced – The impact of additional household expenditure resulting from the direct and indirect 
impact. 

 

 

This report includes the following tables from BBER's IMPLAN impact model: 

 

For the impact of UMD's expenditures: 
 

Table 1. The Economic Impact of UMD's Annual Operations on the Region in 2009  
Table 2.The Economic  Impact of UMD's Capital Spending, Fiscal Years  2006-2010  

 
For the impact of UMD student spending: 

 
Table 3. The Estimation of Average Annual UMD Student Spending 
Table 4. The Economic Impact of Average Annual UMD Student Spending 

 
For the Impact of UMD-related visitor spending: 

 
Table 5. The Estimation of Average UMD Visitor Spending 
Table 6.The Economic Impact of Average UMD Visitor Spending 

 
For impact multiplier estimates: 

 
Table 7. Multipliers in IMPLAN Model Used to Estimate Economic Impact of UMD on the Region 
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Table 1. The Economic Impact of UMD's Annual Operations on the Region in 2009 (in 2010 dollars)   
SOURCE:  IMPLAN Direct Effect Indirect Effect Induced Effect Total  

 Value Added $98,087,912 $25,529,925 $33,123,815 $156,741,656 
 Output $196,000,000 $48,272,656 $57,597,885 $301,870,548 

Employment 1,704 168 306 2,179 

 

 
Table 2. The Economic  Impact of UMD's Capital Spending, Fiscal Years  2006-2010 

SOURCE:  IMPLAN Direct Effect Indirect Effect Induced Effect Total  

     
2006     

 Value Added $4,706,644 $1,393,463 $1,665,371 $7,765,477 
 Output $13,000,000 $2,747,548 $2,895,298 $18,642,846 

Employment 84 20 27 132 
     

2007     

 Value Added $5,503,152 $1,629,280 $1,947,203 $9,079,634 
 Output $15,200,001 $3,212,518 $3,385,272 $21,797,790 

Employment 98 24 32 154 
2008     

 Value Added $11,802,812 $3,494,378 $4,176,237 $19,473,427 
 Output $32,600,000 $6,890,005 $7,260,517 $46,750,523 

Employment 210 51 69 330 
2009     

 Value Added $8,756,167 $2,592,378 $3,098,230 $14,446,775 
 Output $24,185,000 $5,111,496 $5,386,368 $34,682,864 

Employment 156 38 51 245 
2010     

 Value Added $7,965,089 $2,358,169 $2,818,320 $13,141,577 
 Output $21,999,998 $4,649,697 $4,899,735 $31,549,430 

Employment 142 35 46 223 
     

 
Note: It is assumed that all capital spending is included under the sector Construction. 
 
  



 

4 
 

Following the Wilder Research estimates of  student spending,2  living expenses for students at UMD can 
include an estimate for room and board for those living with parents or off campus. Because dormitory 
charges are included in the revenue figures for the university, they are not included in this table.  
 
Table 3. The Estimation of Average Annual UMD Student Spending, adjusted for 2010 dollars 

SOURCE:  WILDER, BBER 
Living with 

parents 
Living off 
campus 

Living on 
campus 

Personal 
expenses 

Average per student $3,720 $6,311 
[included in the 
revenue figures 

for the university] 
$3,505 

 
 
 
Table 4. The Economic Impact of Average Annual UMD Student Spending 

SOURCE:  IMPLAN Direct Effect Indirect Effect Induced Effect Total  

 Value Added $31,845,388   $4,099,227  $4,364,878   $ 40,309,490  
 Output  $46,278,748  $7,402,525  $7,588,298   $ 61,269,572  

Employment 537 56 72 665 
 
 
Also following the Wilder Research impact study, BBER estimated an average number of parent visits per 
student per year at 1.7, and friend visits at 6. These estimates are used to calculate possible visitor 
spending related to UMD enrollment. An average dollar amount spent per visitor per day for parent 
visits at $220 and for friends at $94.3 
 
Table 5. The Estimation of Average UMD Visitor Spending 

 Parent spending Friend 
spending 

  Total  

UMD enrollment:  
7,600 

$222/day  
for 1.7 days 

2,509,710 

$94/day  
for 6 days 
5,967,000  $7,170,600 

      
 
 
Table 6.The Economic Impact of Average UMD Visitor Spending 

SOURCE:  IMPLAN Direct Effect Indirect Effect Induced Effect Total  

 Value Added $3,623,858 $899,748 $896,011 $5,419,616 
 Output $7,170,600 $1,744,225 $1,557,923 $10,472,748 

Employment 137 14 15 165 
 

                                                           
2
 BBER uses an average of all campuses of the state university system as estimated by Wilder.   

3
 BBER's analysis is only interested in the additional economic activity generated as a result of visitors to the area 

that would not have otherwise arrived if not for the presence of UMD.  Therefore, from Wilder, the average dollar 
amount spent by each visitor per visit was assumed after comparison with similar studies performed at other 
college campuses.. 
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Finally, IMPLAN uses a multiplier model. Multipliers are a numeric way of describing the impact of a 
sector of the economy. An employment multiplier of 1.8 would suggest that for every 10 employees 
hired in the given industry, 18 total jobs (in all sectors) would be added to the given economic region.4  
 
In the UMD impact model, multipliers were found to be as follows: 
 
Table 7. Multipliers in IMPLAN Model Used to Estimate Economic Impact of UMD on the Region5 

     
SOURCE:  IMPLAN     

Multipliers Employment Value Added Output 

Construction 1.57 1.65 1.43 

Student spending 1.24 1.27 1.32 

UMD expenditures 1.28 1.60 1.54 

Visitor Spending 1.21 1.50 1.46 

 
BBER also relied on the following inputs to modeling from "Direct spending, Given to Chancellor 
Black/Susan Latto for use with media, 9-30-10, bhg." Estimates of spending from this source include: 
 

 11,700 students 

 1704 employees (full-time equivalent faculty and staff)  

 $18,000,000 in competitive grants and contracts FY10  (Tim Holst gets updated # in December) 

 $12,500,000 stimulus money received in fiscal year 2010 
o $4,500,000 research 
o $8,000,000 financial aid and programming 

 $250,000,000 total institutional expenditures FY10 (includes DMed but not Pharmacy; includes 
stimulus money & nonsponsored) 

 $85,400,000 total tuition and fees paid by students in FY10 

 $106,985,000 in construction projects in the last five years 
 

 
 
  

                                                           
4
 The Multiplier Model is derived mathematically using the input-output model and Social Accounting formats. 

Once there is a clear picture of the economy through the Social Accounting Matrix (SAM) and Multipliers, its 
behavior can be predicted for a defined event, such as the operations of a university. 
 
5 Note the following commentary on multipliers from Seigfried, et al.: "Regional multipliers usually have a 

magnitude around two (Elliot, Levin, & Meisel (1988) D.S. Elliot, S.L. Levin and J.B. Meisel, Measuring the economic 
impact of institutions of higher education, Research in Higher Education 28 (1988), pp. 117–133.Elliott, Levin, & 
Meisel, 1988, p. 26). The size of the multiplier varies with the extent of the local area. Among impact studies we 
reviewed are 19 separately reported expenditure multipliers, ranging from 1.34 to 2.54, with a median of 1.7. For 
21 impact studies that separately report an employment multiplier (including 16 of the 19 institutions reporting an 
expenditure multiplier), the multiplier ranges from 1.32 to 4.75, with a median of 1.8." 
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Literature cited in this document and used for estimates: 
 
1) The Economic Impact of Minnesota State Colleges and Universities, Updated statewide estimates and 
local estimates for universities, July 2006. Prepared by: Paul A. Anton and Nicole Behling, Wilder 
Research, 1295 Bandana Boulevard North, Suite 210, Saint Paul, Minnesota 55108, 651-647-4600, 
www.wilder.org. 

 
2) Economics of Education Review, Volume 26, Issue 5, October 2007, Pages 546-558  
The economic impact of colleges and universities, John J. Siegfried, Allen R. Sanderson and Peter 
McHenry. 
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