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DATE:  April 8, 2016 
TO:  Gloria Mantz, Chaz Bates, and Mike Basinger, City of Spokane Valley 
FROM:  Morgan Shook and Austin Rempel, ECONorthwest 
SUBJECT: FISCAL AND ECONOMIC BENEFITS OF THE PINES ROAD UNDERPASS PROJECT 

Background and Purpose 
The City of Spokane Valley (City) is currently contemplating investments in infrastructure to 
support better mobility and safety within the City. The City is currently assembling a funding 
application to construct the Pines Road Underpass.  

As part of the planning, the City would like to better understand both the tax benefits and 
economic effects of the project to support decision-making. This memorandum summarizes 
preliminary results of analyses that estimate the ability of targeted infrastructure to support 
development in the immediate vicinity of the project. Specifically, the analyses include 
estimates of: 

• Potential affected development estimates stemming from the infrastructure project 
• Potential tax revenue benefits accruing to the City of Spokane Valley and State of 

Washington from the affected development. 
• Potential direct and indirect economic effects of development and construction activities 

(e.g. economic output, jobs, and wages) to Spokane County of both land development 
and the infrastructure project.  

Analytic Framework 
The infrastructure projects provide benefits to development in the form of better access, travel-
time savings, safety improvements, and operational savings. These types of improvements 
allow for land development to host greater levels of economic uses. Those increased 
development benefits improve the economy through increases in regional productivity and the 
benefits of urbanization and agglomeration; enhanced employment accessibility; and, 
eventually, impacts on land rents and property values. 

In this analysis, it is assumed that the underpass project will aid in the relative attractiveness of 
development on land parcels. As Spokane Valley builds out its vacant residential and 
commercial lands, positioning its remaining vacant lands for highest and best economic uses 
will help both the city, region, and state create robust economy in eastern Washington. 
Maximizing vacant land development makes the most of initial development before infill 
development becomes the norm. Taking advantage of these types of opportunities helps 
position communities for better long-run economic future. While not all the tax and job impacts 
estimated in this analysis are directly attributed to the underpass project, completing the project 
will incrementally help land developers either build earlier or larger projects on the affected 
area. 
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Description of the Proposed Project  
This project proposes to reconstruct Pines Road to pass under existing BNSF tracks. To 
accommodate this, Trent Avenue will also be lowered, similar to the Argonne Road underpass. 
This project will allow the City of Spokane Valley to request closure of the University Road 
railroad crossing one mile to the west. The closure would further improve public safety by 
reducing the possibility of rail-vehicle collisions at this intersection. BNSF’s tracks currently 
carry approximately 55 scheduled trains a day, a figure that will increase substantially to serve 
a projected expansion in agricultural production, natural resources and other sectors. In 2016, 
the project cost was estimated at 18 million dollars. These costs are beyond the financial ability 
of Spokane Valley to bear on its own. 

This project is critical because of the projected increase in vehicular traffic in the area through 
2040 and because of its location, which is approximately half way between the two nearest 
crossings of the BNSF track (Argonne Rd to the West and Sullivan Rd to the East). The 
separation of Pines Road and the BNSF tracks will provide a vital transportation link to the 
businesses and residences north of Trent (SR-290), south along Pines (SR-27), I-90 and further 
south to the Palouse. This project eliminates rail-crossing crashes at both the Pines (SR-27) and 
University BNSF crossing. It would also greatly reduce delay along Pines Road and along Trent 
(SR-290) when accessing Pines (SR-27).  The new grade separation project will address the 
current extremely poor Level of Service (LOS) at the Pines Road/SR-290 intersection. The project 
is shown below. 

Figure 1: Project Description 

 

There are over 226 acres of nearby undeveloped residential, commercial, and industrial-zoned 
land that are likely to be directly influenced by the underpass project (649 acres are shown in 
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Figure 2 – 226 acres represent those parcels that are most likely to benefit from the project). 
Without improvement, the crossing will experience continued increases in poor LOS or failure, 

vehicle and rail conflicts that erode the quality of life in nearby residential areas and hamper 
economic growth. 

Figure 2: Project Context Map 

 

Summary of Findings 
The ability to attract businesses will positively affect economic growth in the area. The 
investment in infrastructure will allow for the land to support economic development at a much 
higher intensity and/or sooner. The economic and tax impacts of that higher level of 
development are estimated as follows stemming from the construction and occupation of 
residential, commercial, and industrial developments. 

• $1.3 billion in total economic output in Spokane County ($686 million in direct 
spending) 

• 8,719 new jobs supported in the county (4,312 direct jobs) 

• $8.2 million in new general fund taxes to the city (25 year present value at 4%) 

• $101.9 million in new general fund taxes to Washington State (25 year present value at 
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4%) 

 

Projected Land Development Program 
Several developers have proposed some land use in anticipation of the underpass project 
covering 149 of the 226 acres of the affected area. A rough breakdown of the tenant uses is 
shown below: 

• 1,044 units of housing 

• 63,890 square feet of retail development 

• 577,570 square feet of office development 

• 150 room hotel 

The remaining 77 acres consist of 56 acres of industrial land and 21 acres mixed use commercial. 
A rough breakdown of the tenant uses is shown below: 

• 365,904 square feet of heavy industrial development 

 320,166 square feet of office development 

Fiscal Impacts 
The action studied in this fiscal analysis is the development and operation of residential, 
commercial, and industrial businesses enabled by the infrastructure project. For the analysis, it 
is assumed that construction and occupation of the development would take place in 2016. 
Build out is assumed to take over 15 years. The analysis uses current City and state tax policy to 
estimate revenues to the jurisdictions. Because little is known about the exact facilities and 
economic activities that might be housed on the site, average cost and productivity assumptions 
are used to account for typical construction types for industrial buildings. 

Figure 3 summarizes the tax impacts. In summary, about $8.2 million in new general fund taxes 
to the City would be produced on the increment of new development. That same increment of 
higher intensity industrial development would generate about $101.9 million in new general 
fund taxes to Washington State.1  

                                                      
1 Both analyses assume a 2016 buildout over 15 years and over tax benefits over a 25-year time frame and discounted 
back to 2015-dollar values at a discount rate of 4%. 
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Figure 3: Total Incremental Revenues Resulting From Development By Jurisdiction & Source 
(Figures in thousands) 

  

Economic Impacts 
The economic impacts are separated into two types: one-time impacts from construction and 
annual recurring impacts resulting from on-going operation of the business at steady state. 
Economic impacts can be measured in several ways. Three most common measures of reporting 
impacts are: 

• Output is the broadest measure of economic activity and represents the value of 
production (or roughly sales). Output includes wages, business income, and other 
income (described immediately below, so the impact measures are not additive). 

• Income includes wages, business income, and other income. 

o Wages represent wages and salaries, as well as other payroll benefits such as 
health and life insurance, retirement payments, and non-cash compensation. 

o Business income (also called proprietor’s income) represents the payments 
received by small-business owners or self-employed workers (doctors, 
accountants, lawyers, etc.). 

o Other kinds of income include payments to individuals in the form of rents 
received on properties, royalties from contracts, dividends paid by corporations 
and profits earned by corporations. 

• Job impacts are reported as full- and part-time jobs. This is consistent with covered 
employment statistics gathered and reported by state employment agencies in the 
United States. Job impacts have also been converted to full-time equivalents (FTEs) 
using detailed bridge tables provided by the Bureau of Economic Analysis (BEA).  

One-Time Effects: Construction of the Pines Road Underpass 

Construction spending associated with the Pines Road underpass project will generate short-
term impacts for workers and business owners in Spokane County and elsewhere in the state of 
Washington. Results for Spokane County are listed below. The estimated construction cost of 
the project is 18 million dollars of which $14.9 million is slated for right-of-way and 
construction. 
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Figure 4: Summary of Underpass Construction Impacts 

 

• Job Impacts. The incremental construction estimates of the project would support about 
99 direct jobs in the local construction industry over the entire project. It would also 
create an additional 94 jobs resulting from indirect and induced economic activity from 
the construction. The total job impact would be 193 jobs from construction. 

• Economic Output. The $14.9 million construction investment would also create an 
additional $12.9 million in multiplier incremental economic activity from indirect and 
induced economic activity from the construction. The total impact would be about $27.8 
million. 

One-Time Effects: Construction of Residential, Commercial, and Industrial Buildings 

Assumed construction costs are based on comparable figures of residential, commercial, and 
industrial buildings. These direct construction expenditures will go towards the construction 
industry. However, the project might also use architecture, planning, and engineering 
industries’ services in the area – these impacts are not counted in this analysis.  
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Figure 5: Summary of Building Construction Impacts 

  

• Job Impacts. The incremental construction estimates of facilities would support about 
1,959 direct jobs in the local construction industry over the entire project. It would also 
create an additional 1,303 jobs resulting from indirect and induced economic activity 
from the construction. The total job impact would be 4,263 jobs from construction. 

• Economic Output. The $365 million construction investment would also create an 
additional $298 million in multiplier incremental economic activity from indirect and 
induced economic activity from the construction. The total impact would be about $663 
million. 

On-Going Impacts: Annual Operation of the Commercial and Industrial Businesses 

The following analysis uses assumptions on the number of jobs that might be supported in the 
area once all the buildings are constructed and occupied by businesses. The direct impacts 
estimates use commercial and industrial lands employment densities commonly found in their 
respective buildings to estimate the incremental employment growth. 
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Figure 6: Summary of Business Operations Impacts 

 

• Job Impacts. In addition to the 2,254 direct jobs at the businesses, the business activity 
would create an additional 2,009 jobs resulting from indirect and induced economic 
activity. Total job impacts would be 4,263 jobs. 

• Economic Output. Under the employment assumptions above, the business would 
generate $306 million in business income/output on a annual basis. The business would 
then create an additional $255 million in multiplier impacts from indirect and induced 
economic activity. A total impact of $561 million to the county economy. 
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Background and Methodology on Fiscal and Economic Impact Analysis 

Fiscal Impacts 

A public revenue model was used to allow for estimation of likely net tax revenue impacts 
resulting from new development in the study area .The analysis used a cash flow revenue 
model that will build up from the development assumptions, including phasing and timing of 
development, to estimate changes in affected tax bases, which in turn is used to estimate 
revenues for all affected jurisdictions. Current tax rates are applied to the incremental tax bases 
to estimate potential public revenues. Revenues are organized according to the legislative or 
policy limits on their use and whether they are one-time or ongoing revenues. The revenue 
model includes: 

• Property Tax 

• Sales Tax (both on construction and ongoing from business operations) 

• B&O Taxes (both on construction and ongoing from business operations)2 

Economic Impacts 

In general terms, economic impacts models work by tracing how spending associated with an 
industry circulates through an economy or study area. That is, changes in one sector or multiple 
sectors trigger changes in demand and supply throughout the economy. Initial changes in the 
demand spread through the economy, altering the quantities of inputs and outputs and 
associated jobs, income, and value-added. These multiplier effects continue until the initial 
change in final demand leaks out of the economy in the form of savings, taxes, and imports. 
Here, the final demand reflects the total amount of output created by the initial investment. 

Input-output models enable the user to follow expenditures from a company as they ripple 
through the economy. These impacts are called the multiplier effects, and they measure the full 
scope of economic impacts. Economic impact analysis employs specific terminology to identify 
different types of economic impacts. The three major types of impacts are discussed below 
within the context of this analysis. 

• Direct economic effects. Construction spending associated with the project represent the 
initial change in final demand. The direct economic impacts are then determined by this 
spending and the availability of goods and services locally—as estimated by the regional 
purchase coefficients (RPCs) for each of the 440 industry sectors in the IMPLAN model 
for Spokane County.  

• Indirect economic effects. The project indirectly affects the local and state economies 
because the firms that provide direct services to project must also purchase materials 
and supplies. For instance, a local contractor hired to install bridge railings will have to 
purchase welding supplies or lease portable lighting when operating at night. The 

                                                      
2 The city of Spokane Valley does not collect a business and occupation tax. Only the state tax is modeled. 
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welding supply wholesaler will also have to purchase goods and services necessary to 
operate. These types of spending generate indirect impacts. 

• Induced economic effects. The direct and indirect effects on employment and income 
affect overall purchasing power within the economy, thereby inducing further 
consumption spending. For instance, construction workers who use their income to buy 
groceries or take their families to the movies generate economic impacts for workers and 
businesses in those sectors. These individuals will, in turn, spend their incomes much 
like construction workers. This cycle continues until the spending eventually leaks out 
of the economy as a result of taxes, savings, or purchases of non-locally produced goods 
and services (imports).  

The most commonly used input-output modeling software and the one ECONorthwest 
used in this analysis is called IMPLAN (for IMpact Analysis for PLANning).3 IMPLAN has 
been developed and distributed by the Minnesota IMPLAN Group, Inc., since 1993. 
Currently there are over 1,500 public and private users of the IMPLAN modeling software. 
In addition, the United States Department of Agriculture (USDA) recently recognized the 
IMPLAN modeling framework as “one of the most credible regional impact models used for 
regional economic impact analysis” and, following a review by experts from seven USDA 
agencies, selected IMPLAN as its analysis framework for monitoring job creation associated 
with many federal investment activities. The model is used to track how an economic action, 
such as money spent at a jobs created by the industrial activity, will ripple through the local 
economy creating different levels of business revenue, jobs, and income in many different 
economic sectors.  

 

                                                      
3 IMPLAN was originally developed by the Forest Service of the U.S. Department of Agriculture in cooperation with 
the Federal Emergency Management Agency and the Bureau of Land Management of the U.S. Department of the 
Interior to assist federal agencies in their land and resource management planning. Applications of IMPLAN by the 
U.S. government, public agencies, and private firms span a wide range of projects. Examples include new factories, 
resource extraction facilities, and public infrastructure projects. IMPLAN can also be applied to a variety of policy 
issues. Predicting the effects of a tourism marketing campaign or measuring the importance of an existing industry 
on a local community are common examples. 


