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Introduction 
In 2001, the 77th Regular Session of the Texas Legislature addressed the disproportionate 
burden placed on capital-intensive industries.  Of concern was the competitive disadvantage 
that Texas communities faced when competing for economic development projects.  
Specifically, more aggressive incentive programs and investment tax credits offered by other 
states made investment in Texas too costly.  The Texas Strategic Economic Development Plan 
1998-20081 (Texas ED Plan) found that the lack of R&D and investment tax credits and 
relatively high property tax rates “place Texas at a significant disadvantage when competing 
with other states for high capital-intensive projects.”  The Texas Economic Development Act 
(House Bill 1200) amended the Texas Tax Code to allow businesses to apply for a reduction in 
local school district property taxes, making the state more attractive for large-scale projects.  As 
part of the Texas Economic Development Act, school districts considering a business’ 
application for a reduction in taxes should engage a third party to perform an economic impact 
analysis.   
 
Texas Perspectives, Inc. (TXP) was retained as part of a team with Moak, Casey & Associates 
in October 2004 to assist the Austin Independent School District (Austin I.S.D.) with its 
evaluation of Home Depot’s proposed data and research and development center in Northeast 
Austin.  Activities at the new facility will focus on research and development (R&D) related to 
new trade-secret technology and applications.  For this report, TXP has focused on the 
economic impact of Home Depot’s proposed $150 million facility and $30 million annual payroll.  
TXP has spent considerable time collecting demographic data on Travis County and the Austin 
MSA, researching the data center and technology industries, and building econometric models 
to simulate the regional economy.  The end result is a detailed report that will assist Austin 
I.S.D. and Austin leaders in determining the economic benefits generated by Home Depot. 
 
This report is divided into five sections: 
 

• Section 1 – Technology & the Texas Economy    
• Section 2 – Austin MSA Economic Climate  
• Section 3 – Home Depot’s Investment in the Austin I.S.D. 
• Section 4 – Home Depot’s Economic Impact on the Austin I.S.D. and Travis County 
• Section 5 – Conclusions 

 
The first two sections of the report focus on the historic role of the high-tech industries on the 
State of Texas and the Austin MSA.  A thorough economic and fiscal impact analysis, Sections 
3 and 4, details the benefits attributable to the Home Depot project.  The report closes with a 
review of the competitive economic development landscape related to recruiting capital-
intensive industries, followed by the overall conclusions. 

                                                 
1 Texas Strategic Economic Development Planning Commission.  Texas Strategic Economic Development Plan: 
1998-2008.  Austin: State of Texas, 1998. 
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Section 1 – Technology & the Texas Economy  
Technology and Texas have become synonymous in recent years, but the Lone Star State can 
trace its innovative technology history back for generations.  A number of factors encouraged 
the creation of technology-based businesses including significant federal defense-related 
contracts, R&D expenditures at universities, a high incidence of entrepreneurs, and linkages to 
existing industries. At the same time, the role of technology has continued to grow in “non-
technology” sectors. The state’s continued dominance in the oil and gas industry, for example, 
has more to do with the technical skills of the workforce than the region’s declining natural 
resource reserves.  As a result, technology and the economy are inextricably linked. 
 
While technology has assumed an increasing role in the economy, the tech sector is not 
immune to the business cycle.  The reality of a cyclical downturn has caught many by surprise, 
as the technology sector was perceived to be less vulnerable to fluctuations than more 
traditional industries.  The unanticipated impact of the dot.com sector collapse, national 
recession, and increased pressure from foreign competitors has Texas policymakers struggling 
to adjust to shortfalls in tax revenue and growing unemployment.   
 
In 2002, approximately 480,000 Texans were working in the high-tech sector2.   The most 
recent annual data available reveals that Texas lost over 61,000 jobs between 2001-2002.  This 
represents a decline of over 11 percent.  Even with this decline, the high-tech workforce 
accounts for over 6.3 percent of Texas private sector jobs.  Texas is noticeably strong in four 
high-tech sectors: telecommunications services, engineering services, computer systems 
design, and semiconductor manufacturing. 
 

Sector Texas United States TX % US

High-Tech Manufacturing 129,410 1,537,796 8.4%
Telecommunications 
Services 150,492 1,633,494 9.2%
Software 94,071 1,403,938 6.7%
Engineering & Technical 
Services 104,953 1,415,092 7.4%
Total Employment 478,926 5,990,320 8.0%

Source: Cyberstates 2003, U.S. Bureau of Labor Statistics

Table 1: High-Tech Employment – 2002

 
 

Even with the recent high-tech slowdown, technology will continue to be an important driver of 
the Texas economy.    Texas currently ranks second nationally in terms of total high-tech 
employment.  In 2001, Texas also ranked second in terms of total establishments, payroll, and 

                                                 
2 For this study, TXP has used the American Electronics Association’s (AeA) definition of the high-technology 
industry.  AeA defines high-tech businesses as 49 distinct 6-digit NAICS codes.  AeA website - http://www.aeanet.org. 
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exports.  The average high-tech wage was in Texas was $67,733 - 84 percent higher than the 
average private sector wage of $36,794. 
 

Employment
National 
Ranking % of US

Total Establishments 21,917 2nd 6.6%
Payroll (thousands) $36,580,157 2nd 8.4%
Exports (thousands) $28,288 2nd 15.0%
Venture Capital ($M) $3,225 3rd 7.9%
Source: Cyberstates 2003, U.S. Bureau of Labor Statistics, National Venture Capital Assoc.

Table 2: Texas High-Tech Sector – 2001

 

 
In 2000, over $11.5 billion in R&D was performed in Texas, representing 4.3 percent of total 
U.S. R&D expenditures.  Even though Texas ranks second for high-tech employment, it 
significantly lags behind other states for R&D.  Home Depot’s proposed facility, which will house 
R&D activities, will have a positive impact on statewide R&D efforts.  In addition, Home Depot is 
exploring opportunities to leverage the existing talent at local universities.  The quality and 
reputation of the University of Texas at Austin attracts talented faculty and students to the 
greater Austin area.  Many of the region’s local tech firms were started by local university 
graduates.  While it is impossible to link Home Depot’s activities to future high-tech startups, 
strengthening the relationship between private businesses and regional universities should be 
encouraged.   
 
Closely linked to R&D activities is venture capital funding.  In 2002, Texas ranked third 
nationally for total venture capital investments.  Nearly $1.3 billion in capital was provided to 
local firms, representing 6.1 percent of total U.S. venture capital activity.  Nationally, venture 
capital activity has fallen from the levels experienced during the high-tech boom.  Numerous 
studies have linked R&D and venture capital activity to overall economic growth.  While the past 
few years have been challenging, Texas should remain competitive for attracting future venture 
capital. 
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While many of the indicators listed above have declined over the past few years, preliminary 
data from 2003 indicates the leveling off of this negative growth cycle.  Recent anecdotal 
evidence suggests that high-tech businesses have begun modest hiring programs as the 
prospects for the national economy have improved.  According to the Texas Comptroller’s Fall 
2004 economic update3: 
      

After falling by 218,300, or 2.3 percent, from March 2001 through September 2003, 
statewide nonfarm employment has increased in 10 of the next 11 months.  From 
September 2003 through August 2004, the Texas job count increased by 122,100, or 1.3 
percent.  And as statewide jobs have increased, the jobless rate has slowly declined. 
Although still less favorable than its low point of 3.8 percent in December 2000, the 
statewide unemployment rate has declined from a high of 6.9 percent in April and May of 
2003 to 5.7 percent in August of this year.  “These are sure signs that the Texas economy is 
coming back,” said Strayhorn.   

 
While the Texas economic rebound has begun, the Federal Reserve Bank of Dallas4 warns that 
short-term economic growth may not be strong: 
 

While Texas job growth has begun to accelerate, it remains relatively weak, and a fast-
growing industry to propel growth faster than the nation’s has yet to step forward…An 
economic rebound is under way, but growth remains below the state’s long- term trend and 
is likely to continue to be sluggish, by Texas standards, in the short run. The Texas 
economy is likely to grow faster than the nation’s eventually, but it is hard to see the driver of 
that growth at this time. Once again, the state has found itself looking for industries in 
search of a good place to grow. 

 
The Federal Reserve concludes that Texas’ high-tech sector will continue to grow and expand, 
but at a different pace than trends experienced in the 1990s: 
 

Changes in Texas’ high-tech production do not preclude a strong rebound in high-
technology industries, but a rebirth of this sector will look very different from the 1990s 
boom. The high-tech bust occurred for a number of reasons, including overzealous 
expectations for growth, changing regulations and the competitive forces that drove the 
need for productivity increases. These factors likely have led to permanent changes. 

 
Given the reduction in overall Texas technology employment and uncertainty regarding future 
technology trends, should public sector organizations consider inducements to the technology 
sector?  Does Home Depot’s industry sector and proposed investment match the long-term 

                                                 
3 Texas Comptroller of Public Accounts.  Texas Economic Update.  Austin: Fall 2004. 
4 Sigalla, Fiona. “A Texas Revival.” Southwest Economy.  July/August 2004: 1-7. 
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economic growth plan of Texas as set forth in the Texas ED Plan?  The answer to these 
questions is clearly yes.   
 
The overarching theme of the Texas ED Plan centers on attracting and developing industries 
using emerging technologies – “In the broadest sense, Texas must build a knowledge-based 
economy.”  These businesses will require highly-skilled workers, pay above-average wages, 
and invest millions of dollars in physical facilities and R&D activities.  Clearly, Home Deport’s 
proposed investment in a data center and R&D facility with the need for highly-skilled workers 
meets these criteria.  Home Depot anticipates paying an average annual salary of nearly 
$67,780 over the next 10 years, well above the state average of $35,681.  Home Depot’s 
taxable investment of $174.9 million in the Austin I.S.D. will make it one of the largest non-
semiconductor investments in the area5.   
 
In addition, the Texas ED Plan identifies opportunities for a number of existing Texas industries.  
For the high-tech sector, the Texas ED Plan argues that future opportunities will be found by 
recruiting high value-added businesses by “…initiating tax credits that favor investment and 
R&D activities...”  Home Depot’s proposed facility is designed to maximize profits by investing in 
R&D activities that are crucial to its future competitiveness.  While the Texas ED Plan does not 
explicitly address data center activity, a clear emphasis was placed on retaining high value-
added technology. 
 
The state’s leading high-tech industries are in a state of change.  This pattern is similar to the 
cyclical nature of other Texas industries, such as Houston’s oil producers, the Rio Grande 
Valley’s cross-border business ventures, and Dallas’ telecommunications businesses.  The 
Texas ED Plan places special emphasis on “…enhancing business development through 
targeted tax incentives…” to attract these knowledge-based companies.  House Bill 1200 was 
also designed to ensure that qualifying companies such as Home Depot continue their 
investment in Texas.  Technological innovations and international competition will continue to 
reduce total employment in traditional and technology-based businesses.  Whatever the 
industry, petroleum refining, automotive manufacturing, or microprocessor design, it is vitally 
important that communities continue to recruit these businesses.  As the national economy 
improves, so will the fortunes of these industries.   

                                                 
5 Note:  the analysis that follows is predicated on company-provided estimates of the timing, nature and scope of 
Home Depot’s growing presence in the area, and is contingent on those estimates coming to pass.  If Home Depot’s 
actual investment in plant, equipment, and human capital either exceeds or falls short of these figures, then the 
overall economic and fiscal impact will commensurately rise or fall. 
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Section 2 – Austin MSA Economic Climate  
With a population of just over 1.3 million persons, the Capital region6 accounts for nearly 6 
percent of Texas’ population.  Travis County is the largest county in the Capital region, 
accounting for 60 percent of total population.  Defined by its geographic location, a struggling 
technology sector, and strong population growth in suburban communities, the Capital region is 
struggling with economic changes not experienced in much of Texas. Even with these 
challenges, the region outpaced the state averages for income levels, employment growth, and 
wage rates.  Much of the growth over the past decade has been fueled by the technology 
industry, a sector currently experiencing negative to flat growth.   The Capital region will 
continue to face a number of challenges over the next five years, including the need to upgrade 
the skills level of its workforce and economic diversification. 
 
Over the past 30 years, the Capital region’s role in the Texas economy has been steadily 
increasing.  The region accounts for 7.5 percent of the state’s total employment base, compared 
to 4.0 percent in 1970.  The Capital region’s share of total state population has increased from 
4.0 percent in 1970 to 6.5 percent in 2000.  The Texas Comptroller of Public Accounts 
(Comptroller) forecasts7 the Capital region’s employment base will grow 1.2 percent per annum 
over the next five years, and total employment for the region will approach 972,000 workers. 
 
Even after taking into account the region’s strong employment and population growth, the 
Capital region’s gross regional product has grown at an astounding rate over the last 30 years.  
The Capital region’s gross regional product now surpasses $45.7 billion, a 6.6 percent annual 
growth rate since 1970.  Slower population growth coupled with strong productivity gains has 
dramatically increased the Capital region’s per capita income levels.  The Capital region is 
projected to have positive growth over the next five years.  The Comptroller anticipates that 
gross regional product will grow to $54.9 billion by 2005. 
 
Austin MSA Regional Overview  
Travis County and the Austin MSA experienced a wide range of economic, demographic, and 
social changes over the past decade.  The unprecedented growth and decline of the high-tech 
sector, significant population gains, and steadily increasing real estate prices will have long 
lasting consequences for the region.  All sectors of the economy were negatively impacted by 
the economic recession that began with the demise of the dot.com sector.  Both private and 
public sector organizations were forced to lay off workers or curtail hiring plans.  Over the past 
twelve months, many sectors of the economy have started to increase sales and bring on new 
workers.  Currently, local companies are adjusting their business models to better leverage 
global employment sourcing opportunities and respond to ever increasing foreign competition.  
Public sector leaders are focusing on maintaining quality programs and services while being 

                                                 
6 The Texas Comptroller of Public Accounts defines the Capital region as a 10-county region centered on Austin and 
San Marcos.   
7 Texas Comptroller of Public Accounts.  Texas Regional Outlook: The Capital Texas Region.  Austin:  August 2002. 
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constrained by limited tax revenues.  Local workers are trying to determine where the jobs of the 
future will be found and what skills are needed.   
 
Travis County’s employment base decreased 1.9 percent between Q4 2002 and Q4 2003, 
losing 9,740 jobs.  In Q4 2003, there were approximately 510,000 Travis County-based 
business employees.  Employment opportunities for Travis County residents performed better 
over this time period. Between 2002 and 2003, 471,000 Travis County residents were 
employed, a 1.2 percent increase or 5,000 new jobs.  In the short-term, Travis County and 
Austin MSA employment growth should increase steadily as the national and state economies 
improve.   
 
The Trade, Transportation & Utilities (T.T.U.), Professional & Business Services, Information 
Technology, and Government sectors have traditionally played a large role in the Travis County 
economy.  These sectors accounted for more than 56 percent of Travis County's total 
employment in the fourth quarter of 2003.  Financial Activities and Leisure & Hospitality 
experienced the most growth, adding over 3,200 new jobs.   
 

Description
Employment 

2002 Q4
Employment 

2003 Q4 Change % Change

Natural Resources & Mining 1,233 967 -266 -22%
Construction 26,482 25,576 -906 -3%
Manufacturing 49,769 46,900 -2,869 -6%
Trade, Transportation & Utilities 80,993 80,972 -21 0%
Information 20,613 18,770 -1,843 -9%
Financial Activities 32,062 33,956 1,894 6%
Professional & Business Services 78,142 75,812 -2,330 -3%
Education & Health Services 47,605 47,787 182 0%
Leisure & Hospitality 48,730 50,046 1,316 3%
Other Services 17,638 17,406 -232 -1%
Nonclassifiable 468 1,081 613 131%
Federal Government 8,924 8,742 -182 -2%
State Government 61,036 58,418 -2,618 -4%
Local Government 46,160 43,682 -2,478 -5%
Total Employment 519,855 510,115 -9,740 -2%
Source: Texas Workforce Commission

Table 3: Travis County Employment Trends (NAICS)

 
As a result of a strong economy, large numbers of people began moving to Travis County in the 
1990s.  This population influx resulted in the number of area labor force participants increasing 
substantially.  In 1995, Travis County registered a labor force of 418,000 workers.  Just eight 
years later (2003), Travis County’s labor force was in excess of 500,000 workers – a growth rate 
of 20 percent.  Even with the dramatic rise in labor force participants, the Austin MSA economy 
was able to provide enough jobs for residents.  Unemployment in Travis County hovered just 
above 2 percent at the end of 1999.  The economic recession that followed resulted in Travis 
County’s unemployment rate rising to above 6 percent for the majority of 2003.  Fortunately, the 
economy is in the recovery stage and the unemployment rate is falling.   
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Population growth in Travis County has been astounding over the past ten years. Since 1992, 
the County has added over 238,000 residents, an increase of 39 percent.  Travis County’s fast 
growth is even more impressive when compared to Texas' significant population growth rate of 
22.6 percent over this same time period.  Perceived regional employment opportunities, 
relatively affordable housing, and the attractiveness of Austin’s cultural vitality and lifestyle are 
the main contributors to this trend. 
 



The Potential Economic Impact of the Home Depot Facility 

 

- 
 

Page 11 

500,000

750,000

1,000,000

1,250,000

1,500,000

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Travis County

Austin MSA
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Source:  U.S. Census Bureau

 
 
While Travis County's population growth during the 1990s has been rapidly increasing, when 
compared to the state as a whole, its residents' income has grown at an even faster pace. 
Travis County’s 2002 per capita personal income is 22.2 percent higher that the Texas average, 
slightly below the peak of 27.4 percent in 1999.  Per capita income is a function of two 
variables: total county income and total population.  Given Travis County’s population growth, a 
continued uptrend in regional unemployment will continue to depress the county’s per capita 
income levels.     
 
Wages paid to area workers are also above state levels.  During the early 1990s, Travis County 
workers earned slightly more than 5 percent above the state average.  The growth of the high-
tech sector radically changed the prevailing wage rates in the region.  In 1998, a full-time 
employee earned $36,138 or 17 percent more than the state average.  Full-time wages are 
approximately 15 percent above the Texas average and holding steady.  In 2002, workers 
employed in Travis County earned approximately $40,734, well above the state average of 
$35,658.  
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Austin MSA Forecast  
The national economy remains the key to the short-term outlook for the Austin MSA.  In addition 
to the obvious connection for the bulk of the local tech sector, local consumer confidence is 
influenced by the overall national situation and outlook.  Assuming that U.S. economic growth 
remains solid, Austin-area job growth should rise within the next few months, finishing the year 
1.6 percent ahead of 2003.  However, the bulk of the net new jobs will be in the secondary 
sectors of services, trade, and government, as it may well be some time before local 
manufacturing and technology employment returns to its peak.   
 
During 2005, overall growth in the Austin region should be slightly more rapid, although 
expansion likely will not approach recent highs.  The forecast is for job growth of 1.8 percent, 
which represents a gain of about 11,600 jobs. Tourism may make a greater contribution in the 
near future, as new infrastructure and a decline in overseas travel makes Austin a more 
attractive site.  On the other hand, the State’s budget problems could lead to significant public 
sector job losses (likely through attrition, consolidation and privatization), which could negatively 
effect the overall job forecast. 
 
Over the next five years, growth in the Austin region should begin to accelerate, as the forecast 
is for the Austin MSA job base to expand at a compound annual rate of 1.9 percent from 2003 
through 2008, with the bulk of that growth occurring in the latter years of the forecast horizon.  
Similarly, Travis County personal income is projected to rise 4.7 percent annually over the same 
period. The national economy remains the single most important determinant of Austin’s 
economic outlook.  Other key factors that will help shape the course of the economy include: 
 

• Some improvement in traditional technology.  While significant job gains in these sectors 
is unlikely, stronger market prospects will at least help maintain current job levels. 

 
• Continued redevelopment of the urban core.  Robert Mueller reuse and downtown 

residential growth are but two of the factors driving the resurgence of Central Austin. 
 
• Growth in activity related to research & development, clean energy, wireless, new 

technologies, tourism, and creative industries.  All are areas of comparative advantage 
where Austin has yet to realize its full potential. 

 
• Recruitment of new firms to Austin.  A more proactive economic development approach 

could facilitate Austin reemerging as a site for relocation.  The Greater Austin Chamber 
of Commerce’s Opportunity Austin campaign and the City of Austin’s new incentive 
program are two good indications of greater emphasis being placed on recruitment.  
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Section 3 – Home Depot’s Investment in the Austin I.S.D. 
For this study, TXP has calculated the economic impact of Home Depot’s proposed R&D and 
data center facility based on annual employment, payroll, and local procurement levels provided 
by the company.  Activities at the new facility will focus on R&D related to new trade-secret 
technology and applications. The new technology and applications are essential to the 
operation of Home Depot’s business. These activities will be housed in new office space in the 
new Home Depot data and R&D center, which will be located in an existing facility that 
previously belonged to Exodus Communications.  
 
Of the 500 jobs that Home Depot is planning to create in Austin, at least 200 positions will be 
involved in R&D activities relating to new technology and applications critical to the company’s 
mission. Both in-house and collaborative research projects with local colleges and universities 
will be the intent of this program.  An estimated 60 other positions will be involved in the R&D of 
new systems and networks for the company’s use. These activities will encompass in-house 
and external research activities, in some cases with third-party companies and collaborative 
efforts with local colleges and universities, if possible. The remaining positions will be engaged 
in the operation and management of the new Home Depot data and R&D center previously 
noted.  The economic assumptions underlying the analysis are summarized in the tables below.   
 

Year Employment Payroll
Average Salary 

Per Job Real Property
Business 
Property

Total Taxable 
Investment

Taxable Invest. 
per Job

2005 425 $24,650,000 $58,000 $50,700,000 $110,545,483 $161,245,483 $379,401
2006 500 $29,000,000 $58,000 $50,700,000 $116,690,143 $167,390,143 $334,780
2007 500 $29,870,000 $59,740 $50,700,000 $120,929,755 $171,629,755 $343,260
2008 500 $30,766,100 $61,532 $50,700,000 $126,043,069 $176,743,069 $353,486
2009 500 $31,689,083 $63,378 $50,700,000 $123,195,888 $173,895,888 $347,792
2010 500 $32,639,755 $65,280 $50,700,000 $121,997,707 $172,697,707 $345,395
2011 500 $33,618,948 $67,238 $50,700,000 $122,727,895 $173,427,895 $346,856
2012 500 $34,627,517 $69,255 $50,700,000 $125,184,743 $175,884,743 $351,769
2013 500 $35,666,342 $71,333 $50,700,000 $129,536,163 $180,236,163 $360,472
2014 500 $36,736,332 $73,473 $50,700,000 $129,536,163 $180,236,163 $360,472
2015 500 $37,838,422 $75,677 $50,700,000 $129,536,163 $180,236,163 $360,472
2016 500 $38,973,575 $77,947 $50,700,000 $129,536,163 $180,236,163 $360,472
2017 500 $40,142,782 $80,286 $50,700,000 $129,536,163 $180,236,163 $360,472

Source: Home Depot

Table 4: Home Depot's Investment in Travis County - 2005 - 2017

 

Utilities
Building 

Maintenance Waste Management Other Services Total

$576,000 $110,000 $10,000 $282,000 $978,000

Source: Home Depot

Table 5: Home Depot's Annual Local Purchases
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Section 4 – Home Depot’s Impact on Austin I.S.D. and Travis County 
The benefits of Home Depot to the Austin I.S.D., Travis County, and the entire Austin MSA 
economy consist of the day-to-day operation of the facility, normal operating expenditures, 
purchases from local vendors, and spending of people employed by these businesses.  In the 
final analysis, the economic benefits of this spending materialize in the form of increased Austin 
MSA employment and income.  In addition, there are significant tax benefits to the Austin I.S.D., 
cities in the region, and the county. 
 
There are also intangible benefits associated with Home Depot’s new data and R&D center.  
The selection of the Austin MSA as the location provides a much needed boost to the area’s 
other technology firms.  Beyond the traditional activities of a data center, the new facility will 
also focus on R&D related to new trade-secret technology and applications.  The creation of 
new technologies in Austin could serve as a catalyst for spin-off business activity.  Other 
benefits include increased regional, national, and international exposure for the area, as well as 
a certain prestige associated with being home to a state-of-the-art technology R&D facility.  
These intangible benefits can easily result in increased business activity for the local 
community, which in turn results in the creation of even more jobs and income.  These benefits 
are difficult, if not impossible to measure, and no attempt is made here to estimate them. 
 
Economic Impact Methodology  
For this study, TXP has calculated the economic impact of Home Depot’s new data and R&D 
facility based on annual payroll, employment, and local procurement levels.  The economic 
assumptions underlying the analysis are summarized in Section 3.  Specifically, this analysis 
measures the anticipated economic impacts of Home Depot’s new data and R&D center using 
the IMPLAN input-output economic system.  TXP has customized the IMPLAN model by 
modifying the underlining industry data and by altering regional purchasing coefficient 
assumptions.      
 
When conducting traditional economic impact analysis for an expanding or relocating business, 
output (closely related to total sales) is typically used as the primary input to the model.  The 
Home Depot project is more complicated given that Home Depot is not selling or producing 
physical goods from this facility.  Therefore, a more conservative approach to estimating the 
economic impact of this project focuses on measuring the effect of wages paid to Austin area 
employees and Home Depot’s local procurement of goods and services.  Many local high-tech 
workers remain unemployed or underemployed because of the high-tech recession.  Given this 
trend, annual payroll data for the Home Depot project should be viewed as a new injection of 
money into the local economy, rather than a relocation of activity within the existing economy.  
Additional adjustments were made to the data prior to estimating the direct, indirect, and 
induced impacts.  For example, even though Home Depot will pay $30 million in annual wages, 
not all of this money is considered take-home pay.  Federal taxes, social security charges, and 
pre-tax savings contributions (i.e., 401K accounts) must be subtracted from the $30 million 
figure.  This results in fewer dollars available to be spent in the local economy.    
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In an input-output analysis of new economic activity, it is useful to distinguish three types of 
expenditure effects: direct, indirect, and induced.  Direct effects are production changes 
associated with the immediate effects or final demand changes.  The payment made by an out-
of-town visitor to a hotel operator is an example of a direct effect, as would be the taxi fare that 
visitor paid to be transported into town from the airport. 
 
Indirect effects are production changes in backward-linked industries caused by the changing 
input needs of directly affected industries – typically, additional purchases to produce additional 
output.  Satisfying the demand for an overnight stay will require the hotel operator to purchase 
additional cleaning supplies and services, for example, and the taxi driver will have to replace 
the gasoline consumed during the trip from the airport.  These downstream purchases affect the 
economic status of other local merchants and workers. 
 
Induced effects are the changes in regional household spending patterns caused by changes in 
household income generated from the direct and indirect effects.  Both the hotel operator and 
taxi driver experience increased income from the visitor’s stay, for example, as do the cleaning 
supplies outlet and the gas station proprietor.  Induced effects capture the way in which this 
increased income is in turn spent by them in the local economy. 
 

 
 
An economy can be measured in a number of ways. Two of the most common are “Output,” 
which describes total economic activity, and is equivalent to a firm’s gross sales, and 
“Employment,” which refers to permanent jobs that have been created in the local economy.  In 
order to provide an accurate basis of comparison, all dollar-denominated results are expressed 
in constant 2003 figures. 
 
The interdependence between different sectors of the economy is reflected in the concept of a 
“multiplier.”  An output multiplier, for example, divides the total (direct, indirect and induced) 
effects of an initial spending injection by the value of that injection – i.e., the direct effect.  The 
higher the multiplier, the greater the interdependence among different sectors of the economy.  
An output multiplier of 1.4, for example, means that for every $1,000 injected into the economy, 
another $400 in output is produced in all sectors. 

Direct Indirect Induced Total Impact 
+ + = 
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Economic Impact Results 
The tables on the following pages detail the real (inflation-adjusted) output and value-added 
impact of Home Depot’s expansion plans on the entire Austin MSA.  To enable reviewers to 
compare Home Depot’s impact over a period of time, TXP has used 2005 as the base year. 
 

Year Direct Indirect + Induced Total
2005 $25,628,000 $15,887,671 $41,515,671
2006 $29,978,000 $18,518,275 $48,496,275
2007 $30,848,000 $19,046,089 $49,894,089
2008 $31,744,100 $19,585,718 $51,329,818
2009 $32,667,083 $20,137,517 $52,804,600
2010 $33,617,755 $20,701,852 $54,319,607
2011 $34,596,948 $21,279,098 $55,876,046
2012 $35,605,517 $21,869,643 $57,475,159
2013 $36,644,342 $22,473,885 $59,118,227
2014 $37,714,332 $23,092,236 $60,806,569
2015 $38,816,422 $23,725,120 $62,541,542
2016 $39,951,575 $24,372,970 $64,324,545
2017 $41,120,782 $25,036,238 $66,157,020

Source: TXP, Home Depot

Table 6: Real Output Impact of Home Depot: 2005 - 2017

 
 
 

Year Direct Indirect + Induced Total
2005 $24,650,000 $4,578,647 $29,228,647
2006 $29,000,000 $5,323,061 $34,323,061
2007 $29,870,000 $5,476,204 $35,346,204
2008 $30,766,100 $5,631,361 $36,397,461
2009 $31,689,083 $5,785,175 $37,474,258
2010 $32,639,755 $5,939,325 $38,579,081
2011 $33,618,948 $6,093,475 $39,712,423
2012 $34,627,517 $6,247,625 $40,875,141
2013 $35,666,342 $6,401,775 $42,068,117
2014 $36,736,332 $6,555,925 $43,292,257
2015 $37,838,422 $6,710,075 $44,548,497
2016 $38,973,575 $6,864,224 $45,837,799
2017 $40,142,782 $7,018,374 $47,161,157

Source: TXP, Home Depot

Table 7: Real Employee Compensation Impact of Home Depot: 
2005 - 2017
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Year Direct Indirect + Induced Total
2005 425 169 594
2006 500 193 693
2007 500 194 694
2008 500 195 695
2009 500 196 696
2010 500 197 697
2011 500 198 698
2012 500 199 699
2013 500 201 701
2014 500 202 702
2015 500 203 703
2016 500 204 704
2017 500 205 705

Source: TXP, Home Depot

Table 8: Real Employment Impact (Full & Part-Time) of Home Depot: 
2005 - 2017

 
 
Regional Tax Revenue Impact 
Beyond the direct, indirect, and induced economic impacts detailed above, Home Depot’s 
expansion could generate a tremendous amount of tax revenue for local taxing jurisdictions.  In 
the abstract, all levels of government – school districts, city, county, and special taxing 
authorities – would be very positively impacted by the development of Home Depot’s new 
facility, although the level of ultimate benefit will be influenced by any tax incentives that are 
offered.  Tax rates for 2004 were obtained from the Travis Central Appraisal District website. 
 
A number of important considerations should be taken into account when reviewing the 
economic impacts of Home Depot’s plans.  One issue, for example, is that part of Home Depot’s 
economic impact transcends local taxing jurisdictions (i.e., city and county).  In addition, Travis 
County is linked to the much larger Austin MSA regional economy.  It is not unreasonable to 
expect workers at Home Depot to commute from surrounding counties such as Williamson 
County, shop in neighboring cities such as Pflugerville, and spend dollars outside of Travis 
County. It is difficult, if not impossible, to accurately determine the amount of tax revenue that 
individual communities will receive from increased retail sales activity. 
   
Therefore, TXP has focused its efforts on determining the amount of direct ad valorem tax 
revenue the Austin I.S.D., City of Austin, and Travis County will receive.  TXP has also 
conservatively projected the total amount of increased indirect sales tax revenue and ad 
valorem tax revenue that communities in the Austin MSA will receive. 
 
Note, the tax revenue figures shown for the Austin I.S.D. reflect the projected tax collections the 
District would receive based on the anticipated value of the project, in the absence of the 
requested limitation on value. In the context of the current school finance system, benefits 
beyond the first year would be offset by increased recapture costs imposed on the District. 
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2005 2006 2007 2008 2009 2010 2011
Property Values
Real Property $50,700,000 $50,700,000 $50,700,000 $50,700,000 $50,700,000 $50,700,000 $50,700,000
Personal Property $110,545,483 $116,690,143 $120,929,755 $126,043,069 $123,195,888 $121,997,707 $122,727,895
Total Taxable Value $161,245,483 $167,390,143 $171,629,755 $176,743,069 $173,895,888 $172,697,707 $173,427,895

Direct Taxes
Austin I.S.D. Ad Valorem $2,617,014 $2,716,742 $2,785,551 $2,868,540 $2,822,330 $2,802,884 $2,814,735
Travis County Ad Valorem $785,427 $815,357 $836,009 $860,915 $847,047 $841,211 $844,767
City of Austin Ad Valorem $714,317 $741,538 $760,320 $782,972 $770,359 $765,051 $768,286
Austin Community College $145,121 $150,651 $154,467 $159,069 $156,506 $155,428 $156,085

Indirect & Induced Taxes
Regional City & County Ad Valorem $271,669 $319,019 $328,529 $338,300 $348,308 $358,577 $369,111
Regional City Sales Tax $172,449 $202,506 $208,543 $214,745 $221,098 $227,617 $234,303

Total Taxes $4,705,997 $4,945,814 $5,073,417 $5,224,541 $5,165,648 $5,150,767 $5,187,287

Source: TXP

Table 9: Estimated Fiscal Impact of Home Depot: 2005 - 2011
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2012 2013 2014 2015 2016 2017 (2005-2017)

Property Values
Real Property $50,700,000 $50,700,000 $50,700,000 $50,700,000 $50,700,000 $50,700,000
Personal Property $125,184,743 $129,536,163 $129,536,163 $129,536,163 $129,536,163 $129,536,163
Total Taxable Value $175,884,743 $180,236,163 $180,236,163 $180,236,163 $180,236,163 $180,236,163

Direct Taxes
Austin I.S.D. Ad Valorem $2,854,609 $2,925,233 $2,925,233 $2,925,233 $2,925,233 $2,925,233 $36,908,570
Travis County Ad Valorem $856,735 $877,930 $877,930 $877,930 $877,930 $877,930 $11,077,119
City of Austin Ad Valorem $779,169 $798,446 $798,446 $798,446 $798,446 $798,446 $10,074,243
Austin Community College $158,296 $162,213 $162,213 $162,213 $162,213 $162,213 $2,046,686

Indirect & Induced Taxes
Regional City & County Ad Valorem $379,918 $391,006 $402,384 $414,060 $426,044 $438,344 $4,785,269
Regional City Sales Tax $241,163 $248,202 $255,424 $262,836 $270,443 $278,251 $3,037,580

Total Taxes $5,269,891 $5,403,030 $5,421,630 $5,440,718 $5,460,309 $5,480,417 $67,929,467

Source: TXP

Table 10: Estimated Fiscal Impact of Home Depot: 2012 - 2017
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Section 5 – Conclusions 
Attracting high-paying, capital-intensive industries is becoming extremely competitive.  
Communities across the country, regardless of size, have committed hundreds of millions of 
dollars for economic development marketing and recruitment.  In Texas alone, the ½ cent sales 
tax for economic development has generated over $2.8 billion for cities.  The national recession 
and declining tax revenues have forced communities to become even more aggressive in their 
recruitment efforts.  The State of New York, for example, provided over $400 million in 
incentives to recruit part of International SEMATECH away from Austin, Texas.  Local and state 
governments in Ohio reportedly committed $10 million in incentives to ensure that Dell 
Computer located a distribution center in West Chester, Ohio.  The German government 
provided over $625 million in incentives to attract an Advanced Micro Devices (AMD) 300-
millimeter semiconductor manufacturing plant to Dresden.  A number of factors offer technology 
manufacturers flexibility when choosing new locations.  States and regions who want to remain 
competitive in technology and R&D site selection must be willing to offer public incentives. 
 
In the meantime, the value of Home Depot’s proposed R&D and data center facility to the region 
is clear.  Once fully operational, the direct impact will yield an average annual increase of $34.5 
million in total output, $33.5 million in employee compensation, while supporting a total of 500 
permanent local part and full-time jobs.  Perhaps most importantly, total local taxes collected 
over the next ten years (including those directly associated with the project as well as the ripple 
effects through the local economy) will exceed $67.9 million.  Assuming a discount rate of 5 
percent, this total local public sector revenue stream has a present value of over $48.7 million.  
It should be noted that this estimate is prior to any abatements, incentive agreements, or value 
limitations that may be put in place.   
 
The recruitment of Home Depot is also consistent with local economic development efforts 
aimed at improving the Austin economy: 
 

1. The vast majority of Austin hires are expected to come from the local community, rather 
than outside the region.  By all accounts, one of the key factors that makes Austin an 
appealing location for this facility is the availability of local workers that fit the skills 
profile required by the company.  As a result, the Home Depot R&D facility helps meet 
an important goal of local economic development, which is employing those who already 
reside in Austin. 

 
2. The level of labor compensation is attractive.  Home Depot’s average wage of $67,780 is 

84 percent above the overall current average wage for the Austin MSA, $36,772, as 
recently reported by the Texas Workforce Commission.  Moreover, the benefits package 
offered is expected to augment the level of overall compensation. 

 
3. This facility is consistent with the strategic vision outlined by both the state and local 

agencies.  The emphasis on R&D as a target industry is found in both the Texas 
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Economic Development Plan and in local planning efforts done by the Greater Austin 
Chamber of Commerce and City of Austin.   

 
4. In an increasingly competitive environment, being perceived as “open for business” is 

crucial. Assets related to labor force, existing economic base, the physical environment, 
and cultural and civic institutions place Austin in a strong position to attract corporate 
relocations/expansions.  As Austin works to bring economic activity to the community, 
the perceived attitude of local public sector jurisdictions towards new development can 
be an important element in the ultimate decision-making process for candidate firms. 
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Legal Disclaimer 
 
Every attempt has been made to ensure the information contained herein is valid at the 
time of publication. Texas Perspectives Inc. (TXP), however, reserves the right to make 
changes, corrections and/or improvements at any time and without notice. In addition, 
Texas Perspectives Inc. disclaims any and all liability for damages incurred directly or 
indirectly as a result of errors, omissions or discrepancies. 
 
Any statements involving matters of opinion or estimates, whether or not so expressly 
stated, are set forth as such and not as representations of fact, and no representation is 
made that such opinions or estimates will be realized. The information and expressions 
of opinion contained herein are subject to change without notice, and shall not, under 
any circumstances, create any implications that there has been no change or updates. 


