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The University of Montana:
Growing Montana’s Economy

REPORT HIGHLIGHTS .

This report documents the research
findings of how the operations and
the output of The University of
Montana — Missoula result in a larger,
morte prosperous, and more populous
Montana economy. The additional
earnings power of its graduates, the
contributions of its research, patents
and inventions, and the millions of
dollars of business it conducts with
Montana vendors of products and
services extend its ultimate economic
footprint to all corners of the state.

Based on an analysis of the
interactions between UM and the state
economy, we find that: '

* 9,700 Montana jobs,

* $1.0 billion in after-tax income,

¢ $200 million in state tax revenues,
and

* $352 million in annual investment
spending

are attributable to the presence of the
University. Additionally, this report finds
that the average compensation per job
throughout Montana is $1,346 higher
because of UM. All of these results take
the generous tax support and tuition
dollars the University receives from
Montanans into account.

As Montana continues to face the
challenge of growing and nurturing the
kind of sustainable economic growth
that can provide jobs that pay well for
our families and children, the findings
of this report underscore the vital
role of The University of Montana in
supporting and leading those efforts.
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Research Summary

RESEARCH SUMMARY

The University of Montana is a major generator of
economic wealth throughout the state of Montana. Its
presence in the state economy makes the economic pie
significantly bigger. Our analysis indicates that 9,700
jobs, more than $1.0 billion in after-tax income, and
almost $200 million in state tax revenues are attributable
to the presence of UM — Missoula in the Montana
economy. The presence of UM increases average
compensation per worker for all jobs in Montana |
by more than $1,300. These impacts are net of tax
trevenues, tuition, and other spending by Montanans
in support of UM. They come about as the spending
of the University, the extra earnings realized by its
graduates, the spending of visitors, and the University’s
wide-ranging research activities combine to produce a
state economy that is larger, higher paying, and more
productive. Because the earnings premium for college-
educated workets continues to grow over time, all of
these impacts are expected to be substantially higher in
the future. Even with no growth in the University, 20
years from today its operations will produce an economy
with more than 13,500 additional jobs, more than $2.3
billion in after-tax income, and more than $410 million
in additional state tax revenues in Montana. The bottom

line is that the University has been, and continues to be,

a vital catalyst for growth in the state economy.
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Introduction

I I igh-quality universities coexist with healthy,

vibrant economies. The connection between
learning and economic advancement has never been
stronger than in the highly innovative and fast-changing
economy of today. Universities play a key role in
nurturing and advancing the state of knowledge. Their
interaction with the economy produces a net gain that
propagates far beyond their campuses.

The contributions of The University of Montana —
Missoula (UM) to the state go well beyond the beneficial
changes it produces in Montana’s economic and fiscal
environment. The preparation of the next generation
of leaders, contributions to culture and the quality of
life, and the entertainment value of its sporting events
are only a few of the many ways in which the University
makes the lives of all Montanans more fulfilling,

Yet the economic conttibutions are substantial,
and in some corners of the state, less well-known or
appreciated. The objective of this study is to produce
a comprehensive research report that draws a tight
connection between the operation of the University and

the size of the economic pie that all Montanans share.
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Introduction

THE RESEARCH QUESTION

The core question in this study is: What would the
economy of the state of Montana look like if The
University of Montana did not exist? Using tools
which track and measure the interaction of the key
sectors of the Montana economy, the study examines
a hypothetical world that removes the spending and
output of UM. The difference between the economy of
today and the hypothetical economy with no university
is the total economic impact of UM. That impact can be
thought of as the sum of three pieces:

Direct impact. This is the impact that the operations of
the University itself have on the economy. The items in
this list are incredibly varied. UM pays employees and
vendors, attracts research dollars from governments and
industry, and increases the earning power of its students
when they graduate. It also hosts sporting events and
sells merchandise. UM attracts out-of-state scholars

and students. It receives tax support from the state of

Montana. All of these mechanisms directly impact the
economy of the state.

Indirect impacts. These are the economic activities that
occur in the state of Montana because of the Univetsity,
but are not part of the University itself. Companies
that locate in Montana because of the presence of the
University, visitors and toutists, technology companies
with informal links to the University, and even highly
educated workers who come to Montana because their
spouses are employed at UM are examples of these.

Induced impacts. An economic stimulus such as the
University produces changes in the economy that go
beyond its direct and indirect impacts. When businesses
and employees are economically enriched through
the University’s activities, they further stimulate the
economy through the increases in their spending that
result. This “second-round” impact is significant and can
be estimated with the use of an economic model that
captures the linkages between spending and production

for the Montana economy.
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Introduction

STATEWIDE ANALYSIS

kFeW would be surprised to learn that The University
‘yofr' Montana has a large economic impact on Missoula.
N,Thé city is host to a university where more than 14,000
‘sf@dehts from all parts of the state and beyond reside.

v’hy«eksye students and their families spend money on
nnﬁoﬂ, rent, food, and countless other goods and
"se‘rﬁr‘i‘cés. The University receives the generous support

f taxpayers from all parts of the state, as well as

"ﬁkcant federal and private funds in support of both
d'iic’at‘ion and research. And the wages and salaries of
ore than 2,800 UM employees who work in Missoula
el épending that adds significantly to the local/regional

Fmﬁ} the perspective of the entire state, however,

e esdgrces that come from within the state of

ntana to support UM — such as tax support, tuition
and oghcr spending of Montana residents — do not
épréé¢gt an addition to the state economy. The analysis
, ’éc‘ognize that if The University of Montana did
Otf§Xi§t, the Montana-based resources devoted to
'otting it would be free to be used on other things.
his study finds that The University of Montana —
ssoula has a significant i Impact on the state economy,
fter accounting for the money and resources from

ntapans expended on its behalf. Broadly speaking,

o1
mes’ about for three basic reasons:

The University of Montana — Missoula attracts
significant support from outside the state of
Montana through nonresident student spending
and its success in acquiring research funds.

These dollars represent new money for the state
economy that is attributable to the presence of
the University; |

* Those who receive their education from the
University can expect to earn significantly higher
incomes as a result. Higher incomes, productivity,
and spending of Montana residents who are UM
graduates are significant additions to the state’s
economic pie;

¢ Because University spending is dominated by
payroll, UM education and research has a higher
“made in Montana” fraction than most good
and services consumers might buy. Thus taking
money away from general spending and directing
it toward the University results in a net gain to the
Montana economy, as more of those dollars are
retained within the state.

As we analyze each of the mechanisms through which
the University’s presence makes the state economy
bigger, we are careful to account for the resources
devoted to the University’s support that originate from

within the state of Montana.
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