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About the Consultant s

DS Enterprises Pty Ltds aNorth Queenslandbased economic consulting firm having servedorth
Queensland communities for over 11 years. The principal economist at DS Enterprises is Colin Dwyer
(BEc Hons), who has has over 23 years experience in private, public and acaderoitstlting. Cairns
based economist Bill Cummings, of Cummings Economics, provided assistance on specific regional

economic data.

DS Enterprises Pty Ltd has successfully completed many other projects including
9 the Gulf Skills Audit;
9 Australian Technical College North Queensland Business Plan, Economic Impact Study and
Financial statements; and

1 Cromarty Wetlands Cost Benefit Analysis.

This report was commissioned by James Cook University in November 2008.

Note:

4 EA O Arth Queénklandis defined in this report as the combination ofABS definedareasof

Northern (Townsville) and the Far North (Cairns) Statistical Divisios.

(ames Cook University is one of the most important individual employers in the combined Cairns
and Townsville economies. Intensifying the economic benefits from JCU as a major employer, JCU
staff earn higher amounts than the estimated mean individual incomes for both regional centres.
Another major benefit for the local economies is the reliable levels of employme nt, job creation
and consequential creation of dependable local demand. James Cook University enhances the

resilient nature of both local economies. O
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1. Principal Findings

1.1 Regional Impact

T *#560 OAIlI OA OI OEA edohomier2B08 vds SMBM. # AEOT O
1 For every $1m of expenditure, the University creates ,$1.14m for Townsville and Cairns .
1

JCU created a total of 5,43 8 equivalent full time (EFT) jobs , of which 1,907 EFT are JCU
employees, and 3,531 EFT generated through secondary effects . Each EFTemployed at
JCUsupports an other 1.85 full -time jobs in north Queensland.

1 JCU spent $9m on net wages and salaries in 2008

1 JCUspent $67m on capital infrastructure in 2008.

1 JCU spent 335m onrecurrent expenditure in 2008.

1 Students attending JCU spent a total o£$9m in 2008.

1 JCU staff spent $8m in 2008.

M JCU created direct income effects o894m.

1 In 2009 and 2010 James Cook University should create important value added economic
benefits for north Queensland

1.2 Townsville

T *#586 0 OAI OA OT cofwbis $859mT OOEIT 1 A %

1 $1m of JCUexpenditure, the University creates $1.13m for the Townsville ec onomy.

1 JCU contributed 3.4% to the Townsville economy .

f JCU contributed 3.4% of 41 x1 OOEIT 1 A O OIL OAI Ai bi T Ui AT O

1 JCU created a total of 435 equivalent full time (EFT) jobs, of which 1,603 EFT are JCU
employees in Townsville, and 2,82 EFTare generatedthrough secondary effects Each EFT
employedat JCUrownsville supports arother 1.76 full-time jobs inthe Townsville region.

1 $1m of ICWUcapital expenditurein Townsville, creates over 10.50bs in Townsville.

91 Students of JCU spent $104in 2008.

1 XU staff in Townsville spent $7m in 2008.

1 Every $1m of student expenditurglor 97 students) creates 14.2 jobs in Townsville

1 JCU created direct income effects in the Townsville region dBZLm.

1 JCU offers the Townsville region a unique specialisation in higheducation workers.

1.3 Cairns

T *#5860 OA1I OA O OEARM AEOT O %AITTTiU EO A

1 For every $1 m of expendit ure, the University creates $1.18m for the Cairns economy.

1 JCU contributedalmost 1% to the Cairnseconomy.

1 JCU contributedd.7% ofCairns total employment

1 JCU created a total 01,003 equivalent full time (EFT) jobs, of which303 EFT are JCU employees
in Cairns, and700 EFT generatedn Cairnsthrough secondary effects Each EFTemployed at
JCUCairnssupports another 2.3 full-time jobsin the Cairns regon.

1 $1m of JCWcapital expenditurein Cairns, creates over 2 jobsin Cairns

1 Sudents of JCU spent $4m 2008.

1 JCU staff in Cairns spent $i in 2008.

1 Every $1m of student expenditure (0r93 students) creates 14.6 jobs in Cairns

9 JCU created direct income efégs in the Cairns region of $3m.

5
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2. Introduction

James Cook University is a vital component of tiveider Northern and Far North Queensland
economies(referred to here as greater north Queensland)injecting significant demand into the

economies ofthe two major population centres, Townsville and Cairns.

The University impacts on theseeconomyd i® a variety of ways:

1) Direct expenditure on goods and services

2) Payment of salaries and wageand staff expenditure

3) Student Expenditure

4) Capital Expenditure

5) Indirect and induced expenditure as a result of the increased levels of demand
6) Job creation by the University

7) Other estimated expenditure such asisitors (to students and tothe University) and
conferences.

8) Enhancing the productivity of the local workforce throwgh its training and research
9) Investment in human capital in the region
10) The social and economic value of its research

James Cook is a significant employer in the combin&ibrthern and Far North regions a significant

employer in the Townsville region and a developing employer in the @irns region

This study examines the direct economic impacts included intb 4 above together with estimates of
the effectsof 5 and 6 aboveThe secondary benefits (indirect and induced effecty are estimated using
multi plier values derived from studies in local and other areas in the regiolVhile this study attempts

to quantify the impact of 7 above, these are not included in the total economic impact estimate.

This paper does not attempt to quantify the impact o8 to 10 above, although it is recognised that

these have an economic benefit to the region. In particular, the researchers acknowledge that the

research activities ofJCUdrovide an enormous benefit to individuals, families, businesses and

governments, localy, nationally and internationally. The value of research conducted by James Cook
University to the local and wider economyis not quantifiedin this report, however, examples of the

Ei PAAO T £ *#580 OAOAAOAE AOA pOi OGEAAA ET OAAOQEITI

Although the investment in human capital has not been included in the estimate of economic impact,
the researchers have estimaté the value of a degree and postgraduate qualification over an
ET AEOEAOAIT 6 O cerEsmly@anipldtedsBGhe UK. A OA

1 See Appendix for definitions
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3. The Economic Impact of JCUon Townsville and Cairns

Townsville and Cairns are vibrant regional cities, with growing populations and diverse econoss.
James Cook University is arucial component of each regional city. Theniversity provides various
commercial and traning activities that enhances and intensifies the lifestyles of tropical Australians.
The University creates a variety of economic drivers for the region including student expenditure, staff

expenditure and itsown demand for local goods and services.

When the University, its students and staff spend money within an econoniy hassecondary impacts

that percolate throughout all of those economic sectorhere the University, studens and staff spend

AEOAAOI U T O ET AEOAAODI UenerdlfrdférAd taek thd sAdendan effectd £EAA OO

Clearly the University will have a major impact on the local economies in tigwnsville and Cairns

areasasthis is where the students and majority of staff reside and spend their income.

However, when good and services arg@urchasedoutside the localeconomy,they have impacts on
other areas, such aBrisbaneand the Australian economy as a whole. This studgioes notestimate the

impacts on those areasutside Townsville and Cairns

The impacts are showrin terms of the effects on the level of output (groseegional product) and the
number of full-time equivalent job opportunities supported EFTSs). All effects are shown at 208

prices.
3.1 Total Economic Impact of JCU to Townsville and Cairns

James Cook Uwersity is part of the broad economic base afreater north Queensland. The operations
and commercial activities of thell EOAOOEOU DHOIT OEAA OT 1 EA AAT AEEOO
economies. The total economic contribution of theJniversity to the regional economy is #45m. This
represents 2% of combined GrossRegional Product. James Cook University is one of the most

significant job creators in greater north QueenslandThe benefit in job terms to the people ofjreater

north Queensland is $38. This representsa significant2% of combined employment.

In summary:
. Economic Employment
Location
Impact (EFT)
Townsville $359.4m 4,435
Cairns $85.9m 1,003
Combined Total $445.3 m 5,438

O
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3.1.1 Total Economic Impact in Townsville

James Cook Uniwsity is a strong contributor to the broad economic base ofownsville. The

The total economic contribution of theUniversity to the Northern (Townsville) regional economy is
$359m. This represents3.4% of OE A . T O O E AGtoksReidn@l Priodud. Oames Cook
University is one of the most significant job creators in TownsvilleThe benefit in job terms to the
peopleand businesse®f Townsville is 4,435. This represents3.4% of Townsville regional

employment.

3.1.2 Total Economic Impact in Cairns

James Cook University is part of thdiverse Cairns economy The operations and commercial
activities of the University provide solid benefits to Cairrs economy. The total economic contribution
of the University to the Far North (Cairns) regional economy is 86m. This representsalmost 1% of
&AO . 1 OO0 BrossRediofd Prad@t. The benefit in job terms to the peopknd businessesf

Cairnsis 1,003. This represents0.7% of Cairns regionalemployment.
3.2  Recurrent Expenditure by James Cook University

Recurrent expenditure completed by James Cook University in 2008 provided significant demand for
the regional economies of Townsville and CairnsThe year 20 has been taken as the baseline of this
study.4 EA £E1T AT AEAT AAOA OOGAA EO OEA AAOOAI £EET Al AE/

Accounts

The total expenditure is $264.0m, however épreciation ($19.5m) and management fes to JCU
Brisbane (JCUWB) ($9.0m) have been excludedDepreciation is excluded as it is a nogash item, and

JCWB management fees are a leakage out of the regional economy.

The adjusted total JCU recurrent expenditure for the year ending December 20085235.4m. The
breakdown of this expenditure is shown in Table.1. Staffcosts are the largest component of the

51 EOAOOCEQUB8 O OA Atd108wh IrepresAnbiry 8206 AfFataltadjusted recurrent

expenditure.

)T ¢mnmnyh * # 3dods akddeividebwhas $8BI0, representing 38% of its total recurrent
adjusted expenditure. James Cook University provided considerable industigpecific demand for

travel services ($11.0m), equipment maintenance ($.0m) and minor equipment purchases ($0.2m).
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Table3.1: James Cook University Recurrent Expenditure for 2008

Expenditure 200?$fn<;tual 200&(30/?)hare

Bad & Doubtful Debts $0.099 0.04%
Depreciation $19.529 7.40%
Equipment, Repairs & Maintenance $9.041 3.43%
Minor Equipment $10.216 3.87%
Borrowing Costs $1.712 0.65%
Travel $11.008 4.17%
Other Operating Expenses $66.005 25.00%
Sub Total Non Salary Expenses $117.610 44.55%
Oncost $6.364 2.41%
Super $17.277 6.55%
Tax $23.857 9.04%
Net $98.860 37.45%
Sub Total Wages and Salaries $146.358 55.45%
Total $263.968 100.00%
Less: Depreciation ($19.529)

Less: JCUB Management fees ($9.051)

Total Adjusted $235.388

Source JCU Finance system December 2008his table includes other locations, Townsville and Cairns

It is important to note that we have used the Net Salary figure of 88m in our direct economic impact
calculations. Taxes, superannuation payments and deductions were all considered as leakages out of

the regional economy. It was unclear if oncosts remained in the local econg or was a leakage. For

EET A

was unable to provide precise information on non salary expenditure by geographical location.

Graphl:- E@ | RecdrrénfE@penditurefor 2008
JCU Recurrent Expenditure 2008
Wages and
Non Salary Salaries
Expenses Expense
(excl. Depn & 62%
JCUB)
38%

Source JCU Finance system December 2008
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3.2.1 James Cook University Recurrent Spending in Townsville
$192.4m. Thenon-salarydatabyl T AAOET 1T xAO 11 0 AOAEI AAT A &EO0iT i OE
has been estimated based on equivalent fulltime staff (EFT)h& breakdown of thisestimated

expenditure is shown in Table3.2.

Saff costs are the largest component of the recurrent exgnditure in Townsville at $119.2m, of which

$80.6m is net salary.

James Cook University injects a significant amount of demand into the Townsville economy when it
purchasesgoods and serviceg$73.2m in 2008). James Cook University also provides signiict
industry specific demand in Townsville for travel services (3.1m), equipment maintenance (¥.4m)
and minor equipment purchases (8.4m). Other expenses were the largest non salary expenditure of

the University.

Table3.2: James Cook University Re@nt Estimated Expenditure in Townsville for 2008

2008 Actual 2008 Share

Expenditure ($m) %)
Bad & Doubtful Debts $0.081 0.04%
Equipment, Repairs & Maintenance $7.435 3.86%
Minor Equipment $8.401 4.37%
Borrowing Costs $1.408 0.73%
Travel $9.052 4.71%
Other Operating Expenses $46.833 24.35%
Sub Total Non Salary Expenses $73.209 38.06%
Oncost $5.184 2.69%
Super $14.051 7.30%
Tax $19.348 10.06%
Net $80.572 41.89%
Sub Total Wages and Salaries $119.155 61.94%
Total $192.364 100.00%

Source JCU ance system December 2008

It is important to note that we have used the net salary figure ofé®.6m in our direct economic impact
calculations. Taxes, superannuation payments and deductions were all considered as leakages out of
the regional economy.lIt was unclear if oncosts remained in the local economy or was a leakage. For

this study we have been conservative and said they are a total leakage.

3.2.2 James Cook University Recurrent Spending in Cairns
For the year endingDecember 2008the Univers©O U8 O O1 OAT OA AiDCinA Wa®3$80@.D AT AE
ThenonOAT AOU AAOA AU 1T AAOQETT xAO 110 AOAEI AAlI A £EOI
estimated based on equivalent fulltime staff (EFT)[he breakdown of thisestimated expenditure is
shown in Table 3.3

10
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Saff costs are the largest component of the recurrent expenditurie Cairns at $Z.2m, of which

$18.3m is net salary.

James Cook University provides important demand for the Cairns economy. In 2008penditure on
goods and servicewas $15.8m. James Cook University also provides significant indusspecific
demand in Cairns for travel services ($.0m), equipment maintenance ($16m) and minor equipment

purchases ($18m). Other expenses were the largest Non salary expendituretbe University.

Table3.3: James Cook University Recurrent Estimated Expenditure in Cairns for 2008

2008 Actual 2008 Share

Expenditure ($m) (%)
Bad & Doubtful Debts $0.018 0.01%
Equipment, Repairs & Maintenance $1.607 0.84%
Minor Equipment $1.815 0.94%
Borrowing Costs $0.304 0.16%
Travel $1.956 1.02%
Other Operating Expenses $10.121 5.26%
Sub Total Non Salary Expenses $15.821 8.22%
Oncost $1.180 0.61%
Super $3.227 1.68%
Tax $4.508 2.34%
Net $18.288 9.51%
Sub Total Wages and Salaries $27.203 14.14%
Total $43.024 22.37%

Source JCU Finance system December 2008

It is important to note that we have used the net salary figure of $18.3m in our direct economic impact
calculations for Cairns. Taxes, superannuation payments and deductions werecalhsidered as
leakages out of the regional economy. It was unclear if oncosts remained in the local economy or was

a leakage. For this study we have been conservative and considered them a leakage.

11
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51 EOAOOEOUS O #ADPEOAIT %@DAT Al

Qu

33 *AiT A0 #11E

In 2008, James Cook University provided a significant injection of construction and infrastructure
demand. The capital expenditure by James Cook University in greater north Queensland region in
2008 is expected to be $66.9mCapital expenditure in Townsville was$62.7m followed by Cairns with
$4.1m and other locations in greater north Queensland accounting for $112,557. Capital expenditure
increased by 1¥% or more than doubled between 2007 and 2008. Importantly this construction
program and impact on the loal economies of Cairns and Townsville is likely to remain strong with

recent federal government commitments indicating capital expenditure expected to be strong in 2009.

Table3.4: Capital Expenditure by Project for 20@Rd 2008 in Townville

2007 2008
Project Name Capital Capital

Expenditure  Expenditure
Western Courts Student Accommodation - $2,700,000
Online Teaching & Learning $2,776,833 -
CDP Project Network Resiénce, Redundancy & Reach $254,262 $74,526
School of CreativeArts Facility $5,749,464 | $3,108,250
Veterinary Anatomy Office & Laboratory $451,167 $97,452
Veterinary Clinic $383,718 $6,297,790
Australian Tropical Science Innovation Precinct $754,675 $2,758,265
Refurbish Research areas in Medicine $246,675 $52,096
VSU Sport & Reeation Facilities $226,329 $4,491,010
Campus District Cooling Douglas $900,536 $13,655,744
Expanded Medical School Facility $3,194,935 [ $22,644,720
Pharmacy Extension $1,823,814 $4,519,726
Rationalisation of Faculty AE&SS - $395,360
Better Universities Renaval Funding (BURF) - $1,280,000
Various Other Projects $219,646 $585,943
Total $16,982,054 | $62,660,882

Source JCU Finance system December 2008

In Townsville, the expanded medical school and new cooling system accounted for more than half the

capital expenditure in 2008. Other large capital expenditure items included the Veterinary Clinic

$6.3m Extension to the Pharmacgchool $4.5m and Sport and Recreation facilities $4.5m.

While it is recognised that Capital Expenditure can create transient jobs dpayments can leak from
OEA OACEITAIl AATTTiU O (AAA 1T AEFEAA 1 fhddisaO

significant injection of demand into the local economies of Cairns and Townsyville, particularly the

I £ Ol

construction and property industries, and that there is also significant equivalent full time (EFT) job

creation for these regional economies

12
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The University had a capital expenditure impact and solid EFT job creation impact in Cairns in 2008,
the new Dentistry School ($1.5m) accountetbr 36% of the capital expenditure in 2008 and the
Mosquito research facility ($1.9m) accounted for 46% of the capital expenditure in 2008. Other large
capital expenditure items included continuing construction of the Sir Robert Norman building
(housing the Australian Tropical Forest Institute) of $313,000, Refectory and Amphitheatre both

worth $200,000.

It should also be noted that while Cairns has proportionally less capital expenditure than Townville
there will be variation in the capital expenditureneeds of each location from year to year. Indeed, in
2007 Cairns received proportionally higher capital expenditure than their proportion of student and
staff. In addition, during 2009 and 2010 an additional $28.5m will be spent on the School of Demyst
and of the $12m funding to JCU for the Queensland Tropical Health Alliance, almost $9m will be spent

in Cairns.

Table3.5 Capital Expenditure by Project for 2007 2008 in Cairns

Project Name 2007 Capital 2008 Capital
Expenditure Expenditure
New Rdectory in Cairns - $200,000
Australian Tropical Forest Institute $9,291,116 $313,014
Cairns Amphitheatre - $200,000
Tropical Medicine Mosquito Resarch Facility $111,186 $1,921,427
School of Dentistry - $1,500,000
Total $9,402,302 $4,134,441

Source JCU Finance system December 2008

The University also had a capital expenditure impact and minor EFT job creation impact in other
greater north Queensland centres. The majority of this expenditure was for the purchase of property
in 2007. Malanda, onhie Atherton tablelands and close to Cairns received over $750,000 in 2007 with

the construction of a Tablelands veterinary teaching centre.

Table3.6: Capital Expenditure by Project for 2007 2008 in other regions

. . 2007 Capital | 2008 Capital
Project Name Location

Expenditure | Expenditure

Student Accommodation in Cloncurry Cloncurry $403,729 $17,246
Tablelands Veterinary Teach Ctr Malanda | Malanda $754,708 $10,289
Purchase Proserpine Student Accommodatr| Proserpine $249,055 $79,911
Purchase Townhouse Thusday Island Thursday ls. $414,609 $5,111
Total $1,822,101 $112,557

Source JCU Finance system December 2008

13
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Sir Robert Norman Building (Australian Tropical Forest InstitutelCairns

r 7

School of Creative Arts BuildingTownsville
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