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Executive Summary

This report estimates the economic impact of 63 new proposed community health center
projects on business sales, employment, household earnings, and tax revenue for the state of
Ohio.

¢ Within seven years, cumulative state tax revenue generated from the new health center
projects will exceed the $19.6 million in health center development expenditures. From
the seventh year on, all additional annual tax revenue will represent a net benefit to the
state of Ohio.

e While the expenditure on health center development will lead to a total of $710,528 in
state tax revenue, by the sixth year of operations, almost $4.0 million in additional state
tax revenue will be generated annually by the operational expenditures.

e The estimated one-time economic impact of the expenditure on health center
development is $42.2 million in economic output, $11.4 million in household earnings,
and 377 new jobs throughout the state of Ohio.

e Once all new health center development has occurred, the estimated total annual
economic impact of the expenditure on health center operations is projected to be
$148.1 million in economic output, $73.9 million in household earnings, and 1542 new
jobs throughout the state of Ohio.

e Of the preceding amounts, the estimated direct annual impact of expenditures on
operations is projected to be $66.4 million in output, $50 million in household earnings,
and 795 new jobs.
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Section |1

Introduction

Approximately 20 community health center grantees, with 100 or so delivery sites in
medically underserved communities throughout the state of Ohio, currently serve over
300,000 patients. Uninsured adults make up 44 percent of the Ohio community health
center adult population, while children without health insurance make up 28 percent of the
health center child population. The Ohio community health centers also serve a
disproportionate share of Ohio Medicaid recipients. Adults on Medicaid make up another 20
percent of the community health centers’ adult patients, while children on Medicaid (and
SCHIP) make up 44 percent of child patients.!

Community health centers offer superior accessibility to health care in every sense of the
word. Access refers to the ability of an individual to obtain timely use of needed, affordable,
and convenient health care services. Accessibility requires that primary and preventive
services be available to patients, along with enabling services such as transportation,
language, and social services. Accessibility also requires a fit between the location of a
provider and the location of patients, where the fit encompasses the dimensions of
convenience (whether the provider location can be reached by public transportation, for
example) and payment options (whether the provider accepts patients regardless of
payment sources, e.g., Medicare, Medicaid, or SCHIP).?

Moreover, community health centers are cost-effective. They allow substitution of lower-cost
preventative health-center visits for expensive emergency-room and hospital visits. Due to
their accessibility, the uninsured and those on Medicaid can use the centers for primary health
care rather than rely on the emergency room for that purpose. Furthermore, they can seek
help before their medical, behavioral, or dental problems become more severe (and more
expensive to treat).

Finally, community health centers contribute to community development. They

e provide a source of stable employment for local residents;
e play a role in revitalizing business districts in which they are located; and
e provide job training and career building for their community residents.?

The centers are especially valuable for the more vulnerable counties in Ohio, including those
with high numbers of people living in poverty and those that depend heavily on health sector
employment.*

1 Uninsured adults are estimated to make up 14 percent of Ohio’s adult population generally, while
uninsured children constitute nine percent of Ohio’s child population. See the National Association of
Community Health Centers, Inc. (Summer 2003), “Access to Community Health Care”
(http://www.nachc.com).

2 See Penchansky, R. and J.W. Thomas (1981). “The Concept of Access: Definition and Relationship to
Consumer Satisfaction.” Medical Care 19: 127-140.

3 See Massachusetts League of Community Health Centers (March 2003), “Massachusetts Community
Health Centers: Strengthening the Commonwealth’s Safety Net”
(http://www.massleague.org/press/03%20Facts.pdf).

4 See Greenbaum, Robert and Anand Desai (March 2003), “County Level Analysis of the Effects of
Medicaid Cutbacks in Ohio,” School of Public Policy and Management, The Ohio State University.
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Purpose of the Study

The purpose of this study is to quantify the economic impacts of 63 proposed new starts
and expansions of community health centers throughout the state of Ohio over the next five
years. They will serve approximately 130,000 new users, of whom 30 percent are expected
to be uninsured. While the center-development expenses will be financed primarily by
governmental and other entities, funding for the operations of the centers will come more
from federal grants, health insurance, including Medicaid and Medicare, and first-party
collections. All new starts and expansions are required to provide medical, dental, and
behavioral health components to their service.

We treat the impacts of development expenditures and operations spending separately from
each other. Whereas spending on construction, building acquisition, and equipment has a
one-time impact on the state of Ohio, the operation of the community health centers will
have an on-going impact, that we measure annually over the first eight years (the five-year
development period and an additional three years when all centers are operational) of the
centers’ operations.

This report provides estimates of four types of impacts on the state’s economy. We look first
at the impact of health center spending on the total output of goods and services in the state.
The initial spending has a multiplied effect on the state’s output as monies circulate to supplier
industries and then to industries that supply to the suppliers, and so forth. We also calculate
the impact of center spending on household earnings in Ohio. The new income earned in
center development and operations cycles through the economy, providing additional income
to supplier industry employees. Third, we compute the impact of the health centers on
employment, in the health centers themselves, in industries such as construction and real
estate involved in center development, and in supplier industries. Fourth, we determine the
state fiscal impact of center operations and development. By the sixth year of health center
operations, the centers will be responsible for almost $4 million in additional annual state tax
revenue, from sales taxes and state income taxes combined.

Methodology

The total economic impact of the Ohio community health center projects includes the sales,
income, and jobs created by the development and operations of these centers, plus indirect
impacts on businesses that supply to the centers and households that supply their labor. More
simply stated, the total economic impact is the value of the centers’ expenditures plus the
value of any other state economic activity that is directly or indirectly linked to it. Economic
impact analyses multiply direct spending by an industry- and location-specific factor that
reflects how much indirect business activity, earnings, and employment will result after the
initial spending or investment has occurred.

Measuring economic impact is made possible by multipliers derived from an input-output table
for the state of Ohio. The Bureau of Economic Analysis of the U.S. Department of Commerce
has constructed these tables for states, as well as metropolitan regions, from its RIMS Il
project. The RIMS 1l tables for the state of Ohio provide multipliers to measure the economic
impacts of virtually any type of economic activity in the state.
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Section 1V

Fiscal Impacts

The additional output and earnings generated by the development and operations of the
community health centers result in additional tax revenue for the state of Ohio. The fiscal
impacts from the development expenditures may be found in the last two columns of Table 6.
The state will collect an estimated additional $438,914 in sales taxes (from additional
estimated household and business spending)’ and an additional $271,614 in state income
taxes.® Note that the $438,914 and the $271,614 are five-year totals that transpire during the
development period.

Table 6: Impact of Health Center Expenditures on Ohio State Tax Revenue

Operations Development
Year Sales Tax Income Tax Sales Tax Income Tax
1 $908,487 $765,401
2 $1,308,555 $1,322,950
3 $1,522,409 $1,539,157 $438,914 $271,614
4 $1,697,675 $1,716,350
5 $1,813,515 $1,833,464
6 $1,886,055 $1,906,803
7 $1,961,498 $1,983,075
8 $2,039,958 $2,062,398

Columns 2 and 3 in Table 6 show the impact on sales tax revenue and income tax revenue,
respectively, from the operations expenditures of the health centers. Whereas the first year of
operations is estimated to generate an additional $908,487 in sales taxes and $765,401 in
state income taxes, by year 6, when all the centers are operational, the state will be receiving
almost $2 million annually in sales tax revenue and another $2 million annually in income tax
revenue.

Figure 2 shows that, after seven years of tax revenue collections, the state of Ohio will have
recouped its entire initial development expenditures of $19.6 million. From the seventh year
on, all additional annual tax revenue will represent a net benefit to the state of Ohio.

” For operations expenditures, we assume a 6 percent sales tax rate for the first year, followed by a 5
percent rate in subsequent years. For expenditures on development, we assume a 5 percent rate.

8 From Table 2, we can calculate the average earnings per development job as $30,196, and use the
Ohio State tax-liability-by-income-class table to obtain the average tax rate per development job created.
See “2001 Ohio Personal Income Tax Returns by Income Class,” Table Y-1 from the Ohio Department
of Taxation Tax Data Series (http://www.state.oh.us/tax/publications.html). We follow the same
approach to estimate income tax revenue from expenditures on center operations.
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Figure 2: Revenue from and Spending on Community Health Centers
for the State of Ohio
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Section V

Other Health Center Benefits

It has been estimated that every dollar invested in community health centers provides an
average savings of three dollars to the overall health care system.® Patients served by
community health centers have fewer hospital admissions and hospital days as well as fewer
emergency room visits than those patients who receive their health care from hospital-based
primary-care sites. According to a January 2003 National Association of Community Health
Centers memorandum, Ohio community health centers served 89,510 Medicaid patients in the
year 2002; Ohio Medicaid realized a savings of $26.2 million from reduced specialty-care
referrals and fewer hospital admissions for these patients.*°

Access to affordable health care should reduce missed days of work. Both additional earnings
from fewer lost days and the additional output from a steady, healthier work force are clearly
potential positive impacts of a strong community health center network throughout Ohio.
Similarly, fewer missed days of school by healthier children will increase the quality of
education and human capital development.

The Surgeon General of the United States has stressed the importance of preventative
health care, including periodic checkups and dental visits. Some diseases, such as diabetes,
asthma, and heart disease, pose substantial social economic burden, and are less costly to
treat through periodic checkups. Moreover, prevention leads to a higher quality of life.
Prevention of disease in children, or early treatment of chronic disease if prevention is not
possible, cuts down on both the quantifiable and the more difficult-to-quantify costs on
individuals and society for the rest of the child’s life. The expectation of a healthy adult life
rises if disease can be prevented altogether or caught early. The benefit of a healthier,
more productive population is spread throughout the state.

° See Massachusetts League of Community Health Centers (March 2003), “Massachusetts Community
Health Centers: Strengthening the Commonwealth’s Safety Net”
(http://www.massleague.org/press/03%20Facts.pdf).

10 See the National Association of Community Health Centers, Inc. (January 2003), “Cost-Effectiveness
of Health Center Care” (http://www.nachc.com).
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Multipliers

Section VI

Appendix

The specific Bureau of Economic Analysis RIMS Il multipliers for Ohio that were used in the
impact analysis are found in the table below. Explanations and definitions are given as well,
following the table. The multipliers reflect input-output data for the 1999 annual Input-Output
Table for the Nation and 2000 regional data. They were first released In June 2003.

State of Ohio Multipliers Used in Impact Analysis

Industry Total Toifal Total Dir(_act Direct
Output Earnings Employment Earnings Employment
11.0800 2.4105% 0.7226° 22.9000°
11.0105 24772 0.6801 22.9000
71.0201 1.6096 0.2566 11.8000
62.0400 2.0043 0.5302 16.0000
62.0600 2.0388 0.6008 18.4000
23.0200 2.2045 0.6180 20.1000
77.0100 2.2294 0.9276 23.9000 1.6119¢ 2.2404°
11.0800 Office, Industrial, and Commercial Buildings Construction
11.0105 New Additions and Alterations, Nonfarm
71.0201 Real Estate Agents, Managers, Operators, and Lessors
62.0400 Surgical and Medical Instruments and Apparatus
62.0600 Dental Equipment and Supplies
23.0200 Office Furniture Except Wood
77.0100 Doctor and Dentist Services

& A $1 increase in spending by industry 11.0800 leads to a $2.41 increase in total output
across industries in Ohio.

® A $1 increase in spending by industry 11.0800 leads to a $0.72 increase in total household
earnings across Ohio.

°© A $1,000,000 increase in spending by industry 11.0800 leads to 22.9 additional jobs
throughout Ohio.

9 A $1 increase in household earnings in industry 77.0100 leads to a $1.61 increase in
household earnings across Ohio.

¢ An increase of one job in industry 77.0100 leads to an increase of 2.24 jobs throughout Ohio.
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Health Service Areas

Ohio has been divided into ten health service areas (HSAs). The 63 projects described in this
report span all ten of the areas as shown in the following table:

Breakdown of Health Center Projects by Health Service Area (HSA)

Health Number of
Service HSA Counties .
Projects
Area
1 Adams, Brown, Butler, Clermont, Clinton, Hamilton, 16
Highland, Warren
2 Champaign, Clark, Darke, Greene, Miami, 7
Montgomery, Preble, Shelby
3 Allen, Auglaize, Hancock, Hardin, Logan, Mercer, 3
Paulding, Putnam, Van Wert
4 Defiance, Erie, Fulton, Henry, Huron, Lucas, Ottawa,
Sandusky, Seneca, Williams, Wood 6
5 Delaware, Fairfield, Fayette, Franklin, Knox, Licking,
Madison, Marion, Morrow, Pickaway, Pike, Ross, 5
Scioto, Union
6 Athens, Belmont, Coshocton, Gallia, Guernsey,
Harrison, Hocking, Jackson, Jefferson, Lawrence, 3
Meigs, Monroe, Morgan, Muskingum, Noble, Perry,
Vinton, Washington
7 Ashland, Carroll, Crawford, Holmes, Richland, Stark,
Tuscarawas, Wayne, Wyandot 5
8 Portage, Summit 1
9 Cuyahoga, Geauga, Lake, Lorain, Medina 12
10 Ashtabula, Columbiana, Mahoning, Trumbull 5
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