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THE ECONOMIC CONTRIBUTIONS OF DATA
CENTERS IN NORTH CENTRAL WASHINGTON

EXECUTIVE SUMMARY

Washington routingly ranks among the leading states for technology and
the new economy. Global technology leaders Microsoft and Amazon
make their headquarters here, anchoring a cluster of high tech firms. The
aerospace cluster surrounding The Boeing Company represents another
key source of technology innovation and investment.
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Aswe move into the second decade of the 21st Century, the transforma-
The full report is available at the tional power of the data-driven economy has made massive data centers
Research Council’'s website: the steam engine of our time. Essentia to the global economy, cloud
www.researchcouncil.org. computing and data centers al so provide substantial benefits to the local
and state economies where they are built.

Data center investment in north central Washington has provided more
than $1.17 billion to the economies of Chelan, Douglas and Grant Coun-
ties over the last several years. Four data centers have been built in Grant
and Douglas Counties, with two others leasing space in existing facili-
ties. Together, their development has resulted in hundreds of millions of
dollarsin construction wages and investment and a higher level of tax-
ableretail sales activity.

In addition these centers create on-going data center jobs, which pay sub-
stantial average annual wages. These earnings and the attendant demand
for goods and services will create additional jobs throughout the area
economy. Data center development will eventually result in an estimated
$25.6 million in new earnings each year for the regiona economy as well
asin ongoing property tax contributions, which will help to lower the tax
rate on existing property owners.

Beyond their measurable direct and indirect contributions to the area
economy, data center developments signal new economic opportunities
for rural areas nationwide. As developers seek areas with lower land
costs, low-priced electricity, excess bandwidth, and favorable climate
conditions, rural areas around the country are experiencing awelcome
infusion of economic diversification.

The following points summarize both the measurable data center eco-
nomic contributions and the changesin the area economies to which the
data center |ocations have contributed.

The data presented include information for three counties — Chelan,
WASHINGTON RESEARCH COUNCIL Douglas and Grant —in north central Washington. Most of the data cen-
16300 Christensen Road, Suite 207 ter development has occurred in Grant County with centers for Micro-
Tukwila, Washington 98188 soft, Yahoo, and Intuit, al of which constructed new facilities, and
206-467-7088 Ask.com, which leases space at the old Titan Missile base re-devel oped
www.researchcouncil.org by the Red Sea Group.
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More recently, Sabey Development has built its Intergate.Columbia
facility in East Wenatchee in Douglas County, which will house T-
Mobile and VMware data centers.

East Wenatcheeis just across the Columbia River from Wenatcheein
Chelan County, and the two communities share economic conditions.
Aswell, Yahoo |leased space for an early data center (in May 2004)
from the Port of Chelan County. For these reasons Chelan County’s
data are included here for comparative purposes even though the eco-
nomic effects of data center development are muted for the county as a
whole.

Construction Jobs. Data center development contributed to a growth
of more than 1,000 construction jobs between 2004 and 2008 in the
three-country region.

Average wages in Douglas and Grant Counties grew 15 and 19 per-
cent, respectively, between 2006 and 2008, well exceeding 12 percent
wage growth statewide.

Taxableretail sales grew by $308 million in Douglas County between
2006 and 2008, and over $679 million in Grant County. This growth
amounted to an 85 percent increase for Douglas retail salesand 78 per-
cent increase for Grant County, well in excess of retail sales statewide,
which averaged just over 10 percent.

L ocal retail salestaxes, asaresult, grew an additiona $4 millionin
Douglas County, a 66 percent increase between 2006 and 2008.

Increased retail sales produced a 40 percent increase in Grant County’s
retail salestaxesover the same period, bringing in an additional $6.2
million.

State retail salestaxes grew similarly. Retail salesin Douglas and
Grant counties produced an additional $56.4 million for state coffers.

Property taxes contributed and spurred by the data centers' presence
will be substantia for both Douglas and Grant Counties. Several of
these devel opments are too recent to measure the full property tax ef-
fect yet. However, the increases thus far for Grant County, the city of
Quincy, and the Quincy School District provide a glimpse of the future.

Property tax valuesfor the city of Quincy in Grant County grew by
three times -- $504 million — between 2006 and 2009, from $260 mil-
lion to $764 million.

Property tax collections for the city of Quincy, asaresult, grew more
than $1.4 million.

Quincy School Digtrict received an additional $1.6 million in property
taxes, a 43 percent gain over 2006.

Grant County general property taxes grew by more than $3 million or
about 37 percent over 2006.

Excluding the junior taxing districts, which would have experienced
similar revenue growth, property tax revenues increased overall by
more than $6 million between 2006 and 2009.

Property tax levy rates on other properties within these taxing juris-
dictions, as aresult of the broader tax base made possible in large part
by the data centers, declined by 10 percent between 2006 and 2009.
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In the city of Quincy this 10 percent rate reduction amounted to $.79 per
$1000 of assessed valuation. So, for a house valued at $159,000, the an-
nual savings would be approximately $125.60 (or $159 x $.79).

Direct employment at the six data centers so far developed is conserva-
tively estimated to total about 220 jobs throughout the three counties
(jobs numbers were not available for the Y ahoo center in Wenatchee).

Indirect employment resulting from these on-going, well-paid data cen-
ter jobs is estimated to be an additional 220 jobs, for atotal employment
contribution to the regional economy of 440 jobs.

Aver age ear nings for these 440 workers is estimated to be $58,140 an-
nualy, well in excess of the 2007 median family income for any of the
three counties.

Total earnings for these workers, then, will add nearly $25.6 million to
the area economies each year.




