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INTRODUCTION 

This Economic Impact Analysis for the City of Salem’s Area-wide Plan presents a comparative analysis of 

redevelopment scenarios for the study area. The primary goal of this study is to identify the overall 

economic impact of potential new business establishments that align with the community’s needs, 

economic potential, and consumer demand considerations. This report builds on community 

engagement, review of existing planning documents, environmental assessments, and the preceding 

market analysis to assess the economic effects of revitalization through the establishment of new 

businesses in key sectors.  

Salem has a long history of economic development initiatives aimed at addressing underutilized and 

deteriorated properties. This study supports ongoing efforts to understand the status of potentially 

contaminated sites for redevelopment and evaluate their suitability for specific uses. The commercial 

uses identified in the Market Analysis as the most promising are: restaurants, gym/fitness facilities, retail 

establishments, neighborhood personal services, family-friendly entertainment & recreation, and 

affordable multifamily rental housing. 

This section of the report provides a detailed assessment of the following: 

− Approximate new commercial output, 

− Analysis of job creation, 

− Contribution to local GDP, and  

− Tax revenue benefits. 

By aligning redevelopment opportunities with market demands and community preferences, the Area-

wide Plan aims to provide a framework for sustainable economic development in Salem, fostering job 

creation, improving local services, and enhancing public spaces. This plan serves as a roadmap for both 

public and private stakeholders, outlining actionable steps that can transform underutilized properties 

into thriving assets for the Salem community. Through collaboration, investment, and strategic planning, 

the city is poised to achieve its vision of a vibrant, walkable downtown that meets the needs of its 

residents and businesses.  

Photo 1: McCarthy’s Bar Brownfield Site 
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POTENTIAL COMMERCIAL DEVELOPMENT  

The Market Analysis highlighted several promising commercial uses that have strong consumer demand 

and align well with city planning objectives and community priorities: 

• Restaurants (including both full-service restaurants and fast-food or takeout/delivery restaurants) 

• Gyms/fitness facilities 

• Retail establishments (including a sports equipment and/or fan apparel store; a women’s apparel 

store; and a grocery store) 

• Personal care services (including a hair salon or barber shop and a nail salon) 

• Family-friendly recreation/entertainment (including a wide variety of active and passive recreation 

types) 

• Multifamily rental housing 

In order to render impact results that are as broadly applicable as possible, this study analyzed aggregate 

industry categories for restaurants, retail establishments, personal care services, and family-friendly 

recreation & entertainment.  

METHODOLOGY 

The main tool for this economic impact analysis is IMPLAN, an economic input-output software platform 

that combines an extensive set of databases, economic factors, multipliers, and demographic statistics 

with an economic modeling system to generate insights into an industry’s contributions on a regional 

scale, examine the effects of a new or existing business, model the impacts of expected growth or 

changes, and quantify any other event specific to the economy of a particular region and how it will be 

impacted. Economic “Input-Output” (I-O) models are estimates of average economic impacts as they 

affect broad geographic areas, typically on the state or county level. The government data is regularly 

updated, along with economic multipliers to simulate the action of the local economy of the geographic 

area under study and deflators to account for differences due to inflation between the year the data was 

generated and the year of the analysis. 

IMPLAN requires that at least one impact (or known quantity) be entered into the model to generate 

output estimations. For this analysis, the impact entered was a quantity of new (or increased) output for 

each of the commercial industries in the amounts listed below: 

Table 1: Estimated amount of annual output generated for each of the commercial uses 

Restaurant $500,000 

Gym/Fitness Facility $400,000 

Retail Establishment (aggregate) $460,000 

Neighborhood personal services (aggregate) $200,000 

Family-friendly Recreation/Entertainment (aggregate) $240,000 

Multifamily rental housing* $120,000 

*Accounts for leasing operations, not construction 

 

It is important to note that the varying amounts of new output for the reuses are assumptions based on 

the average total annual production value for these industries. Total production is total annual revenue 

(sales) for most industries, and it is the retail margin (not total gross sales) for retail establishments and 

restaurants. Estimating “production” for multifamily housing is more nuanced. An estimate is based on 

neither sales nor retail margin; for economic analysis, the closest equivalent to production value is net 

operating income (NOI), which is rental revenue minus operating expenses (essentially the “value added” 
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generated by the property). This analysis also provides a brief overview of the short-term economic impact 

of the construction of the new multifamily housing. For construction, “production value” is 

straightforward: total construction output is approximately equal to total development cost (i.e., the full 

value of labor plus materials and contractor activity). This is estimated at  $3.0 million for 20 new housing 

units.  

The IMPLAN analysis examines the effects of this new output on the area of Salem County. 

1   

Map 1: Study Area and Area of IMPLAN Analysis 

 

 

The results of an input-output analysis are broken down into direct, indirect, and induced effects. Direct 

effects refer to the initial change to the local economy: increased output leading to new jobs in the target 

industry, new contribution to county GDP, and new taxes paid. IMPLAN also generates estimates of two 

types of secondary effects that occur because of this initial change. Indirect effects refer to the business-

to-business purchases in the supply chain and depend on the industry selected. Some examples could be 

wholesale purchases of food for restaurants, purchase of medical instruments and PPE for medical 

offices, and increased business for real estate management companies leasing retail space. Induced 

effects are secondary impacts that stem from household spending of labor income and benefit industries 

 
1  Although understanding economic impact in the City of Salem is the priority for this study, IMPLAN is much better able to 
estimate overall impact (and particularly secondary impact on other local businesses) if the examined area is larger. This is 

particularly true for geographic areas that have relatively low population and a limited number of existing businesses and the 

reason the area of analysis is Salem County. 
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other than the target industry that experienced the initial increase in output. When enough workers spend 

their money (i.e., their labor income) at businesses in the same region as their work site, those 

businesses in turn experience an increase in output and might decide to hire more workers. Industries 

that frequently experience induced benefits include tenant-occupied housing, commercial banks, 

restaurants, truck transportation, and retail establishments. As long as the direct, indirect, and induced 

effects are all positive, the overall economic effects will be greater than the initial economic impact. 

The objective of this section is to analyze how the establishment of specific types of new business at the 

priority sites would be likely to impact the local economy – specifically, in terms of jobs created and new 

wages earned, contribution to local GDP, and new taxes generated at the local level. This data will help 

Salem identify which industries fit the city’s goals and present the strongest potential to support local 

economic growth. 

2 

JOBS CREATED AND IMPACT ON INCOMES 

Among the potential types of new commercial development, a fitness facility would support the greatest 

number of new jobs (8.3) 

3, and with average employee compensation of $53,928 for the types of jobs 

likely to be added, this business would support the second-highest amount of new income. Restaurants 

and personal care services such as salons would support the second- and third-highest number of jobs, 

respectively, but because salaries for personal care service workers are quite low (less than $27,000 per 

year on average), the impact on the economy from all workers’ wages is comparatively smaller. The 

opposite is true of the jobs supported by a new family entertainment and recreation business: fewer new 

jobs are supported, but because average employee compensation is comparatively higher ($70,160), the 

impact on county incomes is greater. The greatest income impact would come from a new restaurant – 

primarily because of the number of jobs supported (5.3 per restaurant) and despite the fairly low average 

employee compensation level ($37,659). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
2  It is important to note that only quantifiable support for economic growth can be captured in IMPLAN – for example, a new 

restaurant that supports the growth of specific other local businesses through its purchase of food, equipment, and furniture. 

IMPLAN does not account for how a successful new restaurant positively impacts surrounding businesses by attracting new 

customers and foot traffic to the area. A successful new store supports local producers and wholesalers (accounted for by 

IMPLAN) but can also help attract customers to other local stores and restaurants (not fully accounted for by IMPLAN). Since 

the goal is revitalization of Salem’s business district, it is important to keep these non-quantifiable impacts in mind.  
3  IMPLAN jobs are a headcount of jobs (similar to Bureau of Labor Statistics data). This is distinct from full-time equivalent (FTE) 
jobs, which are a conversion of hours worked into full-time roles. 
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Figure 1: Total new jobs supported and total new income 

4 

  
Source: IMPLAN analysis 

A commercial category’s employment impact is a combination of the number of new jobs supported – not 

only in that business but in secondary businesses, as well – and how well those new jobs pay. As is 

shown in Figure 2 below, leasing of multifamily housing tends to support the highest-paying jobs, but 

Figure 1 above shows why the overall economic impact of those new jobs is small: only a small portion of 

one full-time equivalent (FTE) job is likely to be supported by the leasing of 20 new apartments.  

Figure 2: Weighted average employee compensation by commercial category 

 
Source: IMPLAN analysis 

 

 

 

 

 
4  Income = total employee compensation, which includes wage & salary income plus supplements to wages and salaries 
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CONTRIBUTION TO LOCAL GDP 

Contribution to gross domestic product (GDP) – or the monetary value of final goods and services 

produced in an area over a given period of time – is another measure of the impact of new businesses on 

the local economy. In this analysis, the local area Salem County, and the period of time is one year. 

Each business’s contribution to GDP is made up of direct and secondary value added to the economy, 

which is equivalent to gross output (generally sales or receipts and other operating income) minus the 

business’s consumption of components such as raw materials and utilities. Value added includes 

employee and proprietor income, other property income, and taxes paid. For example, a restaurant’s 

value added would include food preparation, service, and the dining ambiance offered. It would not 

include the value of the food products the restaurant purchases for preparation or the cost of electricity 

and heating. The value added for leasing of multifamily housing is essentially rental income minus 

operating expenses and includes property income (profit), labor income (for on-site management and 

maintenance), and property taxes. It does not include inputs such as utilities, maintenance materials, or 

contracted services.  

Among the six commercial categories, restaurants have the highest value added, followed by a 

gym/fitness facility and a family recreation business. Leasing of multifamily housing has the lowest value 

added, although this is partly because the assumption in this analysis is only 20 new leasable units. Once 

again, a personal care services business’ low wages limit the total value added to the local economy. 

 

Figure 3: Contribution to County GDP per year 

 
Source: IMPLAN analysis 

 

TAX IMPACT 

This analysis of tax impact includes the most local level possible for taxes generated by new economic 

activity – on the County and sub-County level. This includes County taxes, Sub-County general taxes, and 

Sub County Special District taxes. Special district taxes are for limited purposes and in general provide 

services residents desire. Examples are fire, water, sewer, waste disposal, parks, or other utility districts. 

A new gym/fitness facility would provide the highest payments to this type of local tax receipts, followed 

by leasing of multifamily housing and a restaurant. The lowest taxes would be generated by personal care 

services and retail establishments.  
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Figure 4: Local taxes generated per year 

 
Source: IMPLAN analysis 

 

 

 

SHORT-TERM ECONOMIC IMPACT FROM CONSTRUCTION 

A 20-unit multifamily development at the prevailing local rent rate of approximately $920 per month is 

expected to generate roughly $200,000 in annual rental income and approximately $110,000– 

$130,000 in net operating income, representing the ongoing economic value generated by the property. 

In addition, the initial construction of the proposed 20-unit multifamily development (or major renovation 

of existing buildings for this purpose) can be expected to generate approximately $3 million in one-time 

economic output, supporting an estimated 15 jobs in construction and other sectors and generating 

roughly $2.3 million in value-added economic activity. In a community of this size, some spending will 

leak out (purchase of materials, hiring specialized labor) to other geographic areas. But a meaningful 

share (site work and basic construction trades) is likely to be fulfilled locally. 

 

Table 2: Total one-time economic impact of construction  

New jobs supported  14.9 

New labor income $1,535,229 

Contribution to county GDP $2,321,508 

New county and sub-county taxes $86,716 

Direct and secondary economic output $3,859,843 

 

 

TOTAL ECONOMIC IMPACT 

The total economic impact of mixed-use redevelopment in the study area that includes all of the above 

components is approximated in the figure below. In Year 1 – when new multifamily housing is being 

constructed – this impact includes one-time construction activity but not leasing of the new apartments. 

$0

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

$45,000

$50,000

Restaurant Gym/Fitness Retail Personal 

Care Services

Family

Recreation

Leasing of 

multifamily 

housing



 

 
SALEM AREAWIDE PLAN: Economic Impact Analysis                                                                                           11 

 

In subsequent years when the housing is finished, construction is no longer included but leasing activity 

is.  

Figure 5: Estimated total economic impact of study area redevelopment           

 
Source: IMPLAN analysis 

The estimates above only account for one new business establishment in each category, although the 

market may support more than that (e.g., a sporting good store and a women’s apparel store, or two 

different types of restaurants). The development of additional new businesses would increase the 

numbers above. 

 

ALIGNMENT OF LOCAL JOB SKILLS AND NEW JOBS 

A potential factor in the successful development of certain types of new commercial businesses is the 

skillset and training of the local population – the workforce that would be expected to fill new jobs. 

Average educational attainment levels of Salem and trade area residents were discussed in the Market 

Analysis, which noted that official census data show a fairly high proportion of residents without a high 

school degree in Salem (particularly compared to the New Jersey average), and a fairly low percentage 

without a high school degree in the trade area and Salem County overall.  

 

This section focuses on occupational skills. Educational attainment is not necessarily important for 

employment at some businesses under consideration; often, certain types of experience and/or training 

are more relevant than degrees. Regardless of education levels, Salem County residents’ current 

occupations provide useful information on the workforce’s degree of specialization in specific fields. 

These are expressed as “location quotients” by occupation, which are a measure of the relative 

specialization of the local workforce compared to the US average. A location quotient of 1 means that 

there are about the same proportion of local workers in a particular occupation as the US average, while a 

location quotient of less than 1 means there are fewer compared to the US average, and higher than 1 

indicates a higher level of specialization of local residents in a particular occupation. 

 

Figure 6 shows location quotients for Salem County residents for 22 occupations most likely to add new 

jobs as a result of redevelopment of the study area as described above.  
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Figure 6: Location Quotients for occupations most likely to add jobs 

 

Occupation LQ 

Other Personal Care and Service Workers 0.98 

Food and Beverage Serving Workers 0.73 

Information and Record Clerks 0.77 

Personal Appearance Workers 1.45 

Cooks and Food Preparation Workers 0.81 

Entertainment Attendants and Related Workers 0.72 

Retail Sales Workers 0.89 

Top Executives 0.85 

Other Food Preparation and Serving Related Workers 0.74 

Supervisors of Food Preparation and Serving Workers 0.75 

Material Moving Workers 2.69 

Entertainers and Performers, Sports and Related Workers 0.56 

Other Teachers and Instructors 1.15 

Other Healthcare Support Occupations 0.67 

Supervisors of Sales Workers 0.87 

Food Processing Workers 1.22 

Postsecondary Teachers 0.59 

Business Operations Specialists 0.77 

Other Management Occupations 0.96 

Healthcare Diagnosing or Treating Practitioners 0.54 

Other Installation, Maintenance, and Repair Occupations 1.08 

Other Sales and Related Workers 0.59 

Source: IMPLAN analysis 

Figure 6 above covers occupations most likely to be positively affected by long-term redevelopment 

output. During construction of multifamily housing, the short-term effect to construction trades would be 

significant and should be considered as a one-time employment impact. The largest impact would be to 

construction trade occupations – in which Salem County has a fairly high degree of specialization (LQ of 
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1.20). County residents have similar degrees of specialization in occupations such as construction 

supervision, helpers of construction trades, and other construction trade workers (LQs of 1.20 to 1.32).   

 

CONCLUSION 

The findings of this Economic Impact Analysis indicate that targeted, mixed-use redevelopment in the City 

of Salem has the potential to generate meaningful and sustained economic benefits, albeit at a relatively 

modest scale. Across the commercial categories analyzed, new businesses would collectively support job 

creation, increase household incomes, contribute to county GDP, and expand the local tax base. While 

individual establishments may produce incremental impacts, their combined effect – particularly when 

clustered in a walkable, revitalized area – can create a multiplier effect that strengthens Salem’s (and the 

county’s) broader economic ecosystem. 

Among the uses evaluated, restaurants, fitness facilities, and family-oriented recreation/entertainment 

businesses stand out for their ability to generate strong economic activity through a combination of job 

creation and value added. At the same time, neighborhood-serving retail and personal services play an 

essential role in creating a complete and functional downtown, even if their direct economic impacts are 

comparatively smaller. Importantly, the introduction of multifamily housing, while modest in its ongoing 

operational impact, serves as a critical catalyst by increasing local population, supporting nearby 

businesses, and contributing to long-term market sustainability. The one-time economic benefits of 

housing construction further reinforce the value of including residential development as part of a broader 

redevelopment strategy. 

The analysis also highlights the importance of aligning redevelopment with local workforce 

characteristics. Many of the jobs generated by the identified uses are accessible to the existing labor 

pool, particularly in sectors where Salem County demonstrates relative occupational strength, such as 

construction and certain service industries. However, wage levels vary significantly across sectors, 

suggesting an opportunity for the city and its partners to support workforce development initiatives that 

improve job quality and career pathways over time. Ensuring that local residents can access and benefit 

from new employment opportunities will be key to maximizing the inclusive economic impact of 

redevelopment. 

It is important to recognize that the estimates presented in this analysis are conservative and represent a 

baseline scenario of one new establishment per commercial category. Market conditions may support 

multiple businesses within certain sectors, which would proportionally increase the total economic 

impact. Additionally, the analysis does not fully capture qualitative benefits such as improved quality of 

life, enhanced community identity, increased property values, and the attraction of visitors and additional 

investment – all of which are critical components of successful downtown revitalization. 

The redevelopment of the study area in Salem represents a realistic and achievable opportunity to 

stimulate economic growth through a balanced mix of commercial and residential uses. By focusing on 

market-supported industries, leveraging existing workforce strengths, and fostering a vibrant, mixed-use 

environment, the city can position itself for incremental but sustained revitalization. Continued 

coordination among public agencies, private developers, and community stakeholders will be essential to 

translating these projected impacts into tangible outcomes that enhance economic resilience and quality 

of life for Salem residents. 
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