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Executive Summary

This study attempits to evauate and quantify the importance of the hedth care industry on the
economic well being of Sauk County, WI. It was estimated that the health care indusiry adone
currently employs 2,907 people and generates $160 million in total annua revenues and $85.2
million in persona income. When taking into account the relationship between the hedth care
industry and the rest of the county economy, one will observe that the importance of the hedth
care industry is much grester than the above base estimates.

Our analyss used survey information, 1996 and 1998 Wisconsin Office of Hedth Care
Information data, and 1997 census data to gain information on revenue and expenditures by
establishments that provide loca health care goods and services, and to better understand the
trends in these transactions over time. In addition, we used the economic modeling software
package IMPLANPro to quantify the impact that the hedlth care industry has on the county
economy in terms of tota revenue, employment, and persond income. The analyss has
produced the following findings.

Over 90 percent of the Sauk County hedlth care industry receive its largest revenue source
from outside Sauk County — primarily private and public insurance companies.

Sauk County hospitals have been able to serve alarge segment of the market for Sauk
County patients with 66 percent of Sauk County inpatients using loca inpatient services and
71 percent of outpatients using local outpatient services.

Every two dollars of revenue generated by the hedth care industry will generate an
additional 80 cents of revenue in other Sauk County industries.

Every two jobs created (or lost) in the Sauk County hedth care industry will cause the
number of jobsin other industries to increase (or decrease) by onejob.

Every two dollars of persond income created in the Sauk County hedlth care industry
creates one dollar of persona income in other county industries.

Additiondly, the study used IMPLANPYo to examine five hedth care industry scenariosin

order to evauate how they would impact the economic hedth of the county. Thefirst scenario
andyzed how a 15 percent increase in utilization of al hedth care services would impact the
Sauk County economy. The second scenario examined the effect of a 15 percent increasein
hospital services utilization in the county.  Scenario three again tested the effects of a 15 percent
increase but this time looked at the increase in physician services utilization. The fourth examined
the possibility of a 15 percent increase in the use of nursing home care. Findly, the impact of a



20 percent declinein the overdl loca hedlth care sector was examined. Below are the some of
thefindings

Anincrease of 15 percent, or $24 million, in county health care sector revenue (i.e. every
sub-component) would produce $30.9 million in additiond total revenue, increase aggregate
persona income by $11.2 million, and spur the creation of 404 new jobsin the county

Anincrease of 15 percent, or $8.4 million, in county hospital revenue would represent
about one-hdf of the revenue lost in 1998 due to Sauk County residents receiving inpatient
care from hospitals outside the county.  An increase such as this one would produce an
additional $10.7 million in total revenue, increase aggregete persond income by $3.8
million, and spur the creation of 132 new jobs in the county economy.

A 20 percent, or $32 million, decline in hedlth care sector revenue would result in aloss of
$41.2 million in tota revenue, 539 jobs, and $15 million in persond income — a substantial
lossfor the Sauk County economy.

Finaly, severa drategies were suggested for educating and Sauk County community about the
importance of the hedlth care sector to the Sauk County economy. Strategies proposed include:

1. Educate the public about how decisions made regarding what hedlth care plan to
contract with, and how these decisons will affect the viability of theloca hedth care
industry and ultimately the strength of the local economy.

2. Educate gate and locd government officials on how hedth policy making decisons may
have sgnificant impacts on loca economies in the Sate.

3. Locd hospitd officidsin partnership with the Sauk County Development Corporation
(SCDC) could organize seminars for loca businesses on topics such as “ Getting the
Best Buy for your Hedlth Care Dollar” or “ Thinking about the Impact of Y our Hedlth
Care Expenditures on the Loca Economy”.

4. Devdaop partnerships between the SCDC and loca Sauk County municipdities |ooking
to attract new businesses to Sauk County o that the municipalities are trained on how
the hedlth care sector can be used as a sdlling point to business interested in locating in
Sauk County.

The study concludes that Sauk County’s hedlth care sector is strong and vibrant despite
changesin the statewide hedlth care system structure over the past few years such asthe
emergence of managed care as adominant forcein rura areas. One can see that changesin the
locd hedth care ddivery system affect not only the qudity of life for loca resdents but dso
have county wide economic implications. It is hoped that Sauk County officias will usethe



information in this sudy as aguide for future decisons regarding the hedlth care sector and the
Sauk County economy.

Value of the Sauk County Health Care Sector?

Health Care Sector | Health Care Sector | Health Care Sector
Alone With Linkages with Linkages
(Direct Effects) (Direct, Indirect, (Percent of County
Induced Effects) Totals)
Total Revenue $160 Million $229.7 Million 8.3%
Employment 2,907 Jobs 4,376 Jobs 11.5%
Personal Income $85.2 Million $127.8 Million 11.7%

Source: 1996 IMPLANPro Data

! Income is allocated to the county in which it was generated. All income earned in Sauk County is allocated
to the Sauk County economy.
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I ntroduction

The hedlth care sector istypicdly avita segment of arura county’s economy. Sauk County
needs to be aware of how patterns of consumption of hedlth care services affect other segments
of itseconomy. Overlooking these rdationships could endanger the viability of firmsin both
hedlth related and non-hedlth related industries.

Most people think of hedth care services as meeting the hedlth care needs of locd resdents
without consdering the fact that those hedlth services often have asgnificant role in the overdl
economy. Sauk County’s hedth care sector is no different. The rationde for maintaining a
strong hedlth care sector is analogous to the rationae used by many communities to strengthen
their manufacturing or service sectors. Similar to these other sectors, the hospitad's, physician
offices, drug stores, and other hedlth care establishments influence the local economy by
bringing in money through non-locd third party payments, making purchases from loca
suppliers, paying property taxes, and providing jobs to loca resdents

The existence of aloca health care sector provides an opportunity to keep hedlth care dollars
circulating within the county economy. Asin other sectors, a contraction resultsin the loss of
income and jobs in the affected sector as well as hedlth related and non-reated sectors. Thus, it
isimportant for rurd areas such as Sauk County to plan and strategize in order to maintain the
benefits of its hedth care sector and maximize the potentia positive impacts of the sector onits
loca economy.

The Universty of Wisconsn-Extenson, through funding and ass stance from the Sauk County
Development Corporation, St. Clare Hospital and Health Services, Sauk Prairie Memoria
Hospital, Reedsburg Area Medica Center, Rurad Wisconsin Health Cooperative, Southwest
Wisconsin Area Hedlth Education Center, and the Wisconsin Network for Hedlth Policy
Research, has been asked to assess the role that hedlth care playsin the Sauk County economy.

This planning exercise has two primary objectives.

Evaduate and quantify the importance of the heglth care industry on the economic
well being of Sauk County.

Develop abaanced plan of action that community leaders can use to retain hedth
care dollarsin Sauk County and improve their local economy

This paper will focus the first of these objectives.



Context

Theimpact of expenditures and receipts in the hedlth care sector are felt throughout the entire
county economy. Measuring the linkages between various sectors within the regiond economy
captures these effects. Linkages occur as one firm or household buys goods and services from
another. For example, suppose a hedth care firm buys medica supplies from aloca provider.
Thes=e two firms are linked though this monetary transaction. Similarly, the hedth carefirmis
linked to households through the purchase of labor. These two linkages are cdled backward
linkages. They are named this because they represent monetary transactions for producing a
good or service. The medica supplies firms and households supply inputs to the hedth care
firm for producing medical care. Alternatively, linkages can occur where the households are
consumers of hedlth care services. These are cdled forward linkages. An example of this case
would be when a patient goes to a physician’s office for an annua examination. Both forward
and backward linkages are measured by something caled an economic multiplier.

Andydts use multipliers to describe and quantify the relaionships, or linkages, among various
firms within an economy. Multipliers can describe these rdaionships usng severd different
economic indicators, such asindustry output, persona income, and employment.

Traditionaly in the hedth care sector, hospital services are evduated through hospitad utilization
rates, the number of nursing home beds available, or the number of practicing physicians.
However, in order to compare the economic activity of the hedlth care sector with that of the
rest of the economy, it is necessary to choose indicators that are comparable to other sectors.

This study will use the three indicators most commonly used in economic impact andyss. totd
revenue, employment, and persona income. By looking at tota revenue, ingght is gained about
the total economic activity that is occurring within a specific sector aswell as how it relatesto
the tota economic activity throughout the county. Employment tells us the number of jobsina
sector or specified sub-sector of the economy. Understanding the distribution of jobs among
various sectors throughout the county economy gives us a sense of how many persons are
dependent on any particular sector. Findly, persona income is defined as the wages and profits
earned from employment within various sectors of the county economy. With the persond
income indicator, we get an idea of how much money an employee has to spend on goods and
sarvices, like housing, taxes, groceries, and hedth care.



M ethods

To describe and quantify the hedlth care sector -- particularly its contribution to and impact on
the total economy -- isthe objective of this study. Three techniques (survey data, hospital
utilization data, and input-output analys's) were used to achieve this objective.

Primary data acquired though surveys of loca hedlth care establishments can provide first-hand
information on loca/non-loca split of expenditure and revenues. This information can then be
used to develop a picture of the current local hedlth care sector. Furthermore, provider
concerns about the future of the local health care sector and how trends and externa forces may
affect its viability were aso be obtained though the surveys. Thelist of concerns will be used to
develop drategies for improving and/or strengthening the locd hedlth care system.

Interviews were conducted with local hedlth care businesses and organizations usng a survey
ingrument specifically designed to understand the extent of loca/non-local revenues and
purchases by hospitals, physicians, pharmacies, and other hedlth care service providers located
in Sauk County. Over athree-month period in 1999, severd trips were made to Sauk County
in order to present and explain the survey to those hedth care establishments believed to be
representative of the health care indusiry in Sauk County. Interviews took gpproximately 20
minutes to complete and were used to inform potentia survey respondents about the study and
answer questions they may have had about the survey. Typicdly the survey instrument was
returned viamal.

Thirteen hedlth care providers agreed to take part in the study out of 25 providersthat were
invited to participate. This group of hedth care establishmentsincluded hospitds, physicians,
optometrigts, chiropractors, pharmacies, nurang homes, and public heath agencies located in
Sauk County. We believe that those establishments that answered the survey are representative
of the larger hedlth care industry. The results of the survey will be described in detall and
portionswill be incorporated into an economic impact modd!.

It isuseful to look at hedth care utilization data to understand where Sauk County resdents are
going to obtain health care and what role county hospitas play in providing that care. To do
this, we used secondary data from the Wisconsin Office of Hedlth Care Information (OHCI).
The OHCI database contains hospita inpatient discharge files and ambulatory surgery datafiles.
Inpatient data files contain one record per discharge, with up to 43 data elements per record.
Ambulatory surgery data files contain one record with up 37 data elements per record.



The main data dements are the following:

Hospita Identification Number Primary and Secondary Payer
Patient Control Number Principa Diagnoss Code
Patient Medica Record Number Other Diagnosis Code
Discharge Date External Cause Diagnosis Code
Patient Zip Code Principal Procedure Code
Petient Birth Date Date of Principa Procedure
Petient Gender Other Procedure Codes
Admisson Dae Attending Physician ID
Type of Admisson Other Physcian ID

Petient Discharge Status (Inpatient Only) Race and Ethnicity
Condition Codes (Inpatient Only) Type of Bill

Adjusted Total Charges Encrypted Case I dentifier
Leave Days (Impatient Only) Certificate Number

For our sudy, we believed that a subset of these data eements would be useful for
understanding some of the dynamics of the Sauk County hedth care sector. Specificaly, we felt
the OHCI data could provide useful information on the hospital services utilization patterns of
Sauk County residents and market share information for hospitals in Sauk County. We used the
1996 and 1998 OHCI data sets to shed some light on these issues.?

Finaly, we wanted to determine the size of the Sauk County hedlth care sector and examine the
linkages between the hedlth care sector and other sectors within the Sauk County economy. To
accomplish this we used input-output andysis. Input-output andlysis captures dl of the linkages
involved in the production and consumption of goods and services. These linkages occur within
the local economy aswadll as outsde it (imports and exports). [nput-output andysis dso
distinguishes between loca and non-local purchases and is able to isolate loca purchases so as
to better understland how spending is cycled through the loca economy. Input-output andysis
derives multipliers to explain the relationship between various firms and households.
Furthermore, these multipliers are utilized during impact andyssto help explain how achangein
gimuli, such as persond income, affects the economy.

The package that was best able to accomplish our objective was IMPLANPYo (afurther
discusson of IMPLANPro and Input-Output analysis can be found in Appendix A).
IMPLANPro was sdlected because it dlowed more flexibility in terms of available data and
modeling capability. 1t dso provided an excdlent medium for data manipulation and impact
andyss. IMPLANPro works from aset of secondary county-level data, such astota revenues
(output), employment, persona income and a variety of other economic indicators. The verson
of IMPLANPro used for this study utilized 1996 data collected from a number of published
sources including the Bureau of Census Economic Census, Bureau of Labor Statistics

21996 was the earliest year available and 1998 was the latest year available.
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employment, ES202 employment security data, Bureau of Census County Business Patterns,
and the Bureau of Economic Andysis Regiona Economic Information System (REIS) data.

Three adjustments were made to improve the IMPLANPro data. IMPLANPro datawas
supplemented with information obtained through the Sauk County Health Care Sector Survey.
Answers to questions about the percentage of expenditures made locally by hedth care
establishments were used in order to adjust the IMPLANPro data to more accurately reflect the
current trendsin purchases by the hedlth care sector. Secondly, because Drug Storesis not an
independent sector but part of alarger Miscdlaneous Retail Sector, employment numbers for
the Drug Stores sub-sector were obtained from the 1997 County Business Patterns in order to
esimate totd revenue. Lagtly, information for the Public Hedlth Sector was obtained from the
1996 Census of Governments.

For the purposes of this study, six industry types comprise the health care sector. They are
listed below dong with alisting of the associated Standard Industrid Classfication (SIC) codes:

1. Doctorsand Dentists
Thisincludes Offices and Clinics of Doctors of Medicine (8010); Offices and
Clinics of Dentigts (8020); Offices and Clinics of Doctors of Osteopathy  (8030);
and Offices and Clinics of Other Hedlth Practitioners (8040).

2. Nursing and Protective Care
Thisincludes Nursng and Protective Care Facilities (8050)

3. Hospitals
This includes Hospitas (8060).

4. Drug Stores
Thisincludes Pharmacies and Drug Stores (partial 5900)

5. Other Medical and Health Services
Thisincludes Medica and Dentd Laboratories (8070); Home Hedth Care
Services (8070); and Miscdlaneous Hedlth and Allied Services, not elsewhere
classified (8090).

6. Public Health Services
Census of Government Function Code (32). Thisincludes dl government
agencies concerned with the conservation and improvement of public hedth.



Survey of Sauk County’s Health Care Sector
Hospital Employment

The first set of questions attempted to find out about the nature of these businesses and allittle
about thelr leve of employment in 1998. Hospitals are the largest employer in Sauk County’s
hedlth care sector. We used the questions from the survey to gain an idea of how important the
hospitds are in terms of employment in Sauk County. We found that hospitals in Sauk County
employed an average of approximately 310 full time equivdent (FTE) employees. In addition,
an average 70 percent of a hospitd’s workforce resded in Sauk County. Theseresults are
shown in Table 1 and Figure 1.

Table1: Hospital Workforce Residence

Hospital A Hospital B Hospital C  Average
Employment 392 360 455 402
FTE Employment® 303 306 311 307
Percent Residing in Sauk
County 42.5% 87.0% 81.3% 70.4%

Figure 1: Share of Sauk County Hospital
Employment by Employee Residence

O Residing in Sauk
County

B Residing outside Sauk
County

70%

Source: 1999 Sauk County Health Sector Economic Impact Survey

% Both full time equivalent employment (FTE) and total employment were obtained for the hospital sector.
Only FTE employment was obtain for the non-hospital workforce.
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Non-Hospital Employment

Next we examined non-hospital employment. We found that non-hospital hedlth care
establishments in Sauk County employed an average of gpproximately 53 employees. In
addition, an average of gpproximately 90 percent of the non-hospital workforce resided in Sauk
County. These results are shown in Table 2 and Figure 2.

Table 2: Non-Hospital Workforce Residence

Physicians® Chiropractors Pharmacies Nursing Homes Other Average

FTE Employment 79 5 6 159 14 53
Percent Residing in
Sauk County 87.3% 50% 72.5% 92.5% 72.6% 89%

Figure 2: Share of Sauk County Non-Hospital
Employment by Employee Residence

11%

O Residing in Sauk
County

B Residing outside Sauk
County

89%
Source: 1999 Sauk County Health Sector Economic Impact Survey

It is gpparent that Sauk County hedlth care establishments represent a significant source of
employment for the county. Moreover, with the mgority of their employees residing in Sauk
County, these establishments represent an important local source of employment. Their impact
on the local economy is much grester than if most of the employees resided outside the county .

* One Physician establishment is actually a combination of four separate establishments which are part of a
group health organization.



Revenues

The second set of questions asked about total revenues for these hedlth care establishments.
The purpose of these questions was to gain information about the flow of money into Sauk
County that can be attributed to the health care sector.

Levels

Of the 13 hedth care establishments surveyed, seven responded that private insurance was their
largest source of revenue. Four establishments responded that public insurance was their largest
source and one hedlth care provider received most of its revenue from direct payments from
patients. Figure 3 displays the results in percentages.

Figure 3: Share of Providers Indicating Largest
Source of Revenue by Payment Type

60% - 54%

50% 1 38%

40% -

30% -

%
6

0% T T l—l 1
Private Public Self-Pay
Insurance Insurance

Source: 1999 Sauk County Health Sector Economic Impact Survey

Given that both public and private insurance are sources of revenue likely to be from outside
Sauk County, thisresult would indicate that approximately 90 percent of the hedth care
establishments that responded are likely to recelve their largest revenue source from outside
Sauk County. The amount of revenue coming from outsde sourcesis high despite the fact that
Unity Hedlth Plans (amgor insurance carrier in the areg) is located insde Sauk County.

Externd revenue is an important ingredient for growth in smadl rurd economies. Many economic
development drategies attempt to improve the local economy though attracting revenue sources
from outsde the locd jurisdiction (i.e. tourism, entertainment, and manufacturing). Assuming the
share of revenue from outside the county is and would remain high, the Sauk County hedlth care
industry could be an important source for promoting future economic growth. However it must
be cautioned that some of this revenue may come from insurance carriers outside the county
who receive premium payments from establishments and workers from insde the county. In
redity, the real economic impact comes from net revenue (revenue minus premium payments).



Trends

The next couple of questions were asked in order to gain a better understanding of thetrend in
revenue from Sauk County sources over time. Four of the 13 establishments saw revenue from
Sauk County decline over the past four years. This was despite Unity Hedth Plansbeing a
magor insurance carrier located in Sauk County. Four establishments saw no change in revenue
from locd sources and five establishments, including one hospitd, saw locd revenue increase
snce 1996. Of the five establishments that saw an increase in revenue from Sauk County
sources, the average increase was over 25 percent. Of those that saw a decrease, the average
decline was approximately 15 percent. The results are displayed as percentages in Figure 4.

Figure 4: Share of Providers Indicating a Particular
Trend in Revenue from Sauk County Sources since
1996

45% 1 38%
40% A

35% 1 31% 31%
30% 1
25% 1
20% -
15% 1
10% 1

5% A

0%

Higher Revenue Lower Revenue No Change

Source: 1999 Sauk County Health Sector Economic Impact Survey

Expenditures

Levels

In the case of expenditures, five establishments responded that medica supplies were their
largest source of non-labor, non-building related expenditure. Three establishments responded
that office supplies were their largest. And one hedlth care provider each made the mgority of
its non-wage, non-rent expenditures for each of the following: drugs, liability insurance,
purchased services, mileage, and food. Theresults are displayed in Figure 5.



Figure 5: Share of Providers Indicating Largest Non-Wage/Non-Rent
Sources of Expenditures by Purchased Good or Service

45% 7
40% - 38%
35% A
30% A
25% - 23%
20% A
15% A
10% A 8% 8% 8% 8% 8%
5% - .
0% T T T T T T
Medical Office Drugs Liability Purchased Mileage Food
Supplies Supplies Insurance Services

Source: 1999 Sauk County Health Care Sector Economic Impact Survey

The respondents were then asked about the share of these expenditures that went to Sauk
County suppliers. For medica supplies, less than 10 percent went to Sauk County suppliers. In
addition an average of 44 percent of office supply expenditures, 70 percent of purchased
sarvices expenditures, 45 percent of drug expenditures, zero percent of ligbility insurance
expenditures, 80 percent of mileage, and 20 percent of food expenditures were made to Sauk
County suppliers. The structure of the survey questions made it impaossible to determine the
amount of expenditures actualy going to Sauk County suppliers. However, from discussons
with loca hedth care providers during the interview process, it was learned thet the
overwheming mgority of supplies were purchased from outside the county.

Trends

The fina set of questionstried to find out about the trend in expenditures to Sauk County
suppliers. Aswas sated above, the relative share of expendituresto Sauk County suppliersis
low, however, we wanted to know if that share has gone up over time. If S0 there may be some
potentia to increase that share even more over the next five years. If it has decreased, that may
indicate a need to better understand why it has gone down and what can be done to prevent
further decline.

Eight of the 13 establishments saw no change in their expenditures made to Sauk County
suppliers. Four establishments saw a decline in expenditures made to loca suppliers and one
saw in increase sSince 1996. Only one hedth care establishment increased its expenditures to
Sauk County establishments. From these results we can assume that expenditures made by the
hedlth care sector to Sauk County businesses has not been increasing overall and in many cases
isdecreasing. Part of the decrease can be attributed to contracts that providers have with
managed care firms which require supplies be purchased from out-of-county sources. In
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addition, recent state contracts have dso limited the amount of supplies that the Sauk County
Public Health Department can purchase within the county®. The percentages are displayed in
Figure 6.

Figure 6: Share of Providers Indicating a Particular Trend
in Expenditures to Sauk County Suppliers since 1996

0.7 T 62%
0.6 A
0.5 A 0
0.4 A 30%
0.3 A
0.2 ] 8% .
0.1 A T

0 T T 1

Higher Lower No Change
Expenditures Expenditures

Source: 1999 Sauk County Health Sector Economic Impact Survey

This section has provided some results of the survey that may be used to create Strategies to
strengthen the overdl health care sector and increase itsimpact on Sauk County’s overal
economy. Next, we will look at the economic aspects of Sauk County hospital services
utilizetion.

Office of Health Care Information (OHCI) Utilization Data Analysis

Geography of Hospital Utilization
Thefirgt set of questions dedlt with geographica aspects of hospitd utilization.

I npatient Hospital Care

Thefirg question asked “Where are Sauk County residents going for their inpatient care?” The
results indicate that 66 percent of Sauk County residents were discharged from inpatient care
after being treated at Sauk County hospitalsin 1998. A dischargeis defined as a patient being

® The Sauk County Public Health Department is required to purchase supplies from vendors on an approved
list. Thusthey are constrained asfar as from whom and where they can purchase supplies.

11



released from care after astay for treatment of an injury or illness. Another 34 percent of Sauk
County residents were discharged from hospitals outside Sauk County. The percentages were
the same for 1996 meaning that the market share for Sauk County hospitals remained stable
over that two-year span. So it can be concluded that Sauk County hospitals are able to provide
inpatient services for asubgtantid share of Sauk County residents even in the era of managed
care. One-third of Sauk County residents are seeking hospital services esawhere. The results
areshownin Fgure 7.

Figure 7: Sauk County Hospitals' Market Share of
Inpatient Hospital Services for Sauk County Residents in
1996 and 1998

34%

OSauk County Hospitals

B Hospitals Outside
Sauk County

66%

Source: 1998 OHCI data

The second question asked what share of inpatients is coming to Sauk County from surrounding
counties. Of the 6,159 discharges from Sauk County hospitalsin 1998, 11 percent of the
patients were from Columbia County, 6 percent from Dane County, 2 percent from lowa
County, 4 percent from Juneau County, 2 percent from Richland County, and the remainder
from Sauk County. Thus gpproximately 25 percent of the inpatient casdoad came from outside
the county. Results for 1998 are displayed in Figure 8. The percentages were the same for
1996 meaning that the regional market share for Sauk County hospitals remained stable over
that two-year span.

Figure 8: Share of Patients Using Sauk County Inpatient Hospital
Services by County in
1998

11% B Columbia
ODane
HE lowa

OJuneau
ORichland
E Sauk

75%

Source: 1998 OHCI data



It is gpparent that the bulk of services go to Sauk County residents with Columbia County being
the next largest user of Sauk County hospita inpatient services.

Qutpatient Hospital Care

The andlyds of outpatient care was identical to that conducted on inpatient service utilization.

Firg, we wanted to know where Sauk County residents are going for their outpatient care. In
1996, 69 percent of residents received their hospital outpatient services from Sauk County
hospitals while 31 percent |eft the county for outpatient services. These percentages were only
dightly different in 1998 when 71 percent of Sauk County residents were discharged from in-
county hospita outpatient care and another 29 percent of Sauk County residents were
discharged from hospitds outsde Sauk County. Thistwo percent differenceis rdatively small
given that there are over 4,000 inpatient discharges and over 3,000 outpatient discharges from
Sauk County hospital annudly. Figure 9 shows the market share of outpatient servicesin 1998
for Sauk County Hospitas.

Figure 9: Sauk County Hospitals' Market Share of
Outpatient Services for Sauk County
Residents in 1998

29%

0 Sauk County Hospitals

Bl Hospitals Outside
Sauk County

71%

Source: 1998 OHCI data
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Figure 10 displays the market share for the total Sauk County caseload in 1996 and 1998.

I npatient market share has remained steady at approximately 66 percent of the Sauk County
casdload while outpatient market share has increased over time®. Outpatient market share has
remained dightly above the inpatient share over the two-year soan.

Figure 10: Trend in Market Share of
Outpatient and Inpatient Services for Sauk
County Residents

2%
70%

68%
66%
64%
62%

1996 1998

O Inpatient
B Outpatient

Source: 1996 and 1998 OHCI data

Next we tried to find out what share of outpatientsis coming to Sauk County from surrounding
counties. Of the 5,939 outpatient discharges in 1998 from Sauk County hospitals 11 percent
were from Columbia County, 6 percent from Dane County, 2 percent from lowa County, 4
percent from Juneau County, 3 percent from Richland County, and the remainder from Sauk
County. Approximately 25 percent of the outpatient casdload came from outside the county.
The geographic digtribution was the same for both inpatient and outpatient care. Results for
1998 are displayed in Figure 11. The percentages were gpproximately the same for 1996.

Figure 11: Share of Patients Using Sauk County Outpatient
Hospital Services by County in 1998
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Source: 1998 OHCI data

® 1t must be stressed that the increase in market shareis over atwo year period (1996-1998). It would have
been useful to examine alonger period of data (i.e. 5 years) to better understand whether thisisalong term
trend or just a short down turn in market share. Unfortunately, due to data limitations we were constrained
to atwo-year time span.
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Again, the bulk of services go to Sauk County residents with Columbia County the next largest
user of Sauk County hospitd outpatient services

Hospital Finance’

Geography of Hospital Revenue Sources

Thefind portion of the OHCI andys's examined what share of hospitd revenue is due to
utilization of inpatient and outpatient services by Sauk County residents and the trends in these
revenue sources.

First we wanted to know what share of inpatient and outpatient revenue is due to patients
coming to Sauk County hospitals from surrounding counties.

In 1996, Sauk County hospitals received $34.3 million in inpatient revenue. Eleven percent of
inpatient revenue came from Columbia County, 5 percent from Dane County, 2 percent from
lowa County, 4 percent from Juneau County, 3 percent from Richland County, and the
remainder from Sauk County. Figure 12 displays these percentages showing that gpproximately
25 percent of inpatient services revenue is due to non-Sauk County residents.

Figure 12: Share of Revenue for Sauk County Inpatient Services
by County in 1996
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Source: 1996 OHCI data

" All revenues and expenditure mentioned in this section are gross dollar amounts not adjusted for inflation.
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The numbers are dmost identical for 1998. Of the $34.8 million that Sauk County’ s hospitals
received in inpatient care revenue in 1998. Seventy-four percent of the revenue came from
Sauk County, 11 percent from Columbia County, 6 percent from Dane County, 2 percent from
lowa County, 2 percent from Juneau County, and the remainder from Richland County. Thus
approximately 26 percent of the inpatient care revenue was due to non-Sauk County resdents.
Results are displayed in Figure 13.

Figure 13: Share of Revenue for Sauk County Inpatient Services
by County in 1998
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Source: 1998 OHCI data

In the case of hospita outpatient care, 28 percent of the $7.8 million in outpatient revenue
received in 1996 came from non-Sauk County residents as Figure 14 shows.

Figure 14: Share of Revenue for Sauk County Outpatient
Services by County in 1996
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Source: 1996 OHCI data

Outpetient revenue increased from $7.8 million in 1996 to $10.9 millionin 1998. The
geographica breakdown was dmost the same for both years with gpproximately 27 percent of
$10.9 million in outpatient revenue attributed to non-Sauk County residents. The 1998
percentages are shown in Figure 15.
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Figure 15: Share of Revenue for Sauk County Outpatient
Services by County in 1998
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Source: 1998 OHCI data

AsFigure 16 clearly shows, the share of revenue from out-of-county patients was higher for
outpatient care than inpatient care in both 1996 and 1998 by a small percentage. The share of
inpatient revenue hovered in the mid-20 percent range and grew dightly between 1996 and
1998. We see a somewhat different pattern for outpatient care. While outpatient revenue from
non-Sauk County residents hovered in the upper-20 percent range, it declined dightly over the
two-year span.

Figure 16: Trend in Share of Hospital Inpatient and
Outpatient Revenue from Out-of-county
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Source: 1996 and 1998 OHCI data

Although revenue and usage remained relaively congtant over time, the mix of services received
by Sauk County residents and/or non-Sauk County residents could have changed over the two-
year span. In other words, out-of-county residents came to Sauk County in 1998 to recelve
the gpproximately the same number of outpatient procedures as in 1996, however they appear
to have cometo Sauk County in 1998 for dightly less expensve ones.
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Trendsin Per Capita Hospital Discharge Rates and Per Capita Revenue

In 1996, there were atotd of 4,678 hospita discharges for inpatient care accounting for $25.8
million in revenue. The per capita discharge rate and dollar amount in 1996 was 0.08 and
$494.90 respectively®. In 1998, there were atotal of 4,568 hospital discharges of Sauk
County residents for inpatient care accounting for $25.8 million in revenue. This represented
0.09 discharges and $492.55 in inpatient revenue per Sauk County resident. Thusit can be
concluded that utilization rates and revenues for inpatient care have remained relative stable over
the two-year span.

The data for outpatient care paints a somewhat different picture. There were atota of 3,739
hospital discharges for outpatient care accounting for $7.0 million in revenue 1996. The per
capita discharge rate and dollar amount in 1996 was 0.072 and $131.61 respectively. In 1998,
there were atotal of 4,399 hospital discharges of Sauk County residents for outpatient care
accounting for $8 million in revenue. These numbers represented 0.084 discharges and $153.63
in outpatient revenue per Sauk County resident.

Examining Figure 17, we see that between 1996 and 1998 the outpatient discharge rate for
Sauk County hospitals went up by 17 percent. Thereisagood explanation for this growth in
hospital outpatient care relative to inpatient care over the two-year span. Codt-cutting measures
of managed care firms have necessitated less expensive ways to provide care. Outpatient care
is less expengve than inpatient care for certain minor surgical procedures. Recent medica
technology improvements have allowed some procedures that used to require a short hospita
stay to be conducted with the patient returning home the same day. Also, recent growth in the
number of tourists viditing the area has contributed to the increase in hospital outpatient care.

Figure 17: Growth in Outpatient
Discharge Rate for Sauk County
Hospitals
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Source: 1996 and 1998 OHCI data

8 The per capitadischarge rate wasis defined as the number of discharges divided by the population in Sauk
County for the year in question.
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Figure 18 shows that revenue per capita for outpatient care also went up by 17 percent
between 1996 and 1998.

Figure 18: Growth in Outpatient Revenue
Per Capita for Sauk County Hospitals
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So while utilization rates and revenues per person for impatient care remained stable between
1996 and 1998, both of these indicators increased for outpatient care Sgnifying sgnificant
growth in the outpatient services over time.

IMPLANPro Analysis
Importance of the Sauk County Health Care Sector

The Sauk County hedlth care sector has atotal revenue multiplier of 1.4, meaning thet for every
1 dollar generated in the hedlth care sector, total county revenue increases by $1.40: the one
dollar in the health care sector and an extra 40 centsin other sectors. Similarly, the employment
multiplier is1.5. Therefore, for every one health care job, .5 jobs are created at the county
leve; the origina hedlth care job and .5 of another job in another sector. Findly, the persona
income multiplier is1.5. Thismeansthat every one dollar in persond income created by the
hedlth care sector generates an additional 50 cents worth of persona income in other sectors
because of indirect and induced spending by the hedlth care sector.

Table 3 shows the current value of the Sauk County hedlth care sector. Referring back to the
Methods section, we stated that health care sector is made of six sub-components: 1) Doctors
and Dentists, 2) Nursing and Protective Care, 3) Hospitals, 4) Drug Stores, 5) Other Medica
and Hedlth Services, and 6) Public Health Services. Thefirst column represents the direct
effects of the hedth care industry, while the second column includes indirect and induced effects
aswell asthe direct effects’. By comparing these two columns we can better understand the

® See Appendix A for adefinition of direct, indirect, and induced effects.
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impact that hedth care has on the Sauk County economy. The same datais displayed asa
percent of the county totalsin Figure 19.

Table 3: Value of the Sauk County Health Care Sector

Health Care Sector | Health Care Sector | Health Care Sector
Alone With Linkages with Linkages
(Direct Effects) (Direct, Indirect, (Percent of County
Induced Effects) Totals)
Total Revenue $160 Million $229.7 Million 8.3%
Employment 2,907 Jobs 4,376 Jobs 11.5%
Personal Income $85.2 Million $127.8 Million 11.7%

Source: 1996 IMPLANPro data

Figure 19: Value of the Health Care Sector
as a Percentage of County Totals
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Scenarios

The advisory committee (Appendix C) was used extensvely during the scenario devel opment
dage. After anumber of discussions about the forces affecting hedlth care servicesin Sauk
County, the advisory committee agreed to five scenarios. Increased Hedlth Services Utilization,
Increased Hospita Utilization, Increased Physicians Utilization, Increased Nursng Home
Utilization, and Decreased Heelth Care Utilization™®.

“The IMPLANPro model assignsaregional purchasing coefficient to each industry in the county economy.
A Regional Purchasing Coefficient (RPC) is an estimate of the percentage of purchases made locally (in Sauk
County) by firmsin theindustry. The RPCsfor the health care sector were the following: 92% for Doctors
and Dentists, 90% for Nursing Homes, 90% for Hospitals, 83% for Drug Stores, 65% for Other Medical and
Health Services, and 100% for Public Health Services. Based on our survey research the RPC estimates for
percent of total purchases made |ocally were changed to the following: 50% for drug stores, 60% for Doctors
and Dentists, 60% for Nursing Homes, 60% for Hospitals, 70% for Other Health Care Services, and 95% for
Public Health.
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We were focused on three indicators: total revenue, employment, and persona income. The
data for the scenarios are presented in both numerical tables and stacked bar charts. The
numericd tables report changes in raw numbers while the stacked bars provide a sense of how
the change in revenue and employment is spread throughout the rest of the economy.

It isimportant to remember that when different sectors are simulated, e.g., hospitas vs.
physicians, that the different linkages of that sector will provide a different multiplier.

Scenario A: Increased Health Care Services Utilization

The Increased Hedth Care Services Utilization scenario asked the following question, “How
would a 15 percent increase in the utilization of al loca hedlth care services affect the Sauk
County economy?’ A 15 percent increase was agreed upon because the advisory committee
wanted to know the impact of a moderate increase in service utilization on the Sauk County
economy. It was agreed that a reasonable smulation would be a 15 percent increase in each
hedlth care sector sub-component. To congtruct this andysis it was assumed that any increasein
utilization would be represented as an increase in total revenue. Therefore, to measure the
effect of a 15 percent increase in utilization, a 15 percent increase in tota revenue was
introduced in to the modd. Such an introduction, aters demand and consumption behaviorsin
al sectors as well as households. This scenario could occur if, for ingtance, many ederly
residents began moving into the county coupled with greater use of Sauk County hedth care
services by out-of-county residents for impatient and outpatient care™.

Looking a Table 4, we see that an increase of 15 percent, or $24 million, in county hedth care
sector (i.e. every sub-component of the hedlth care sector) revenue produced $30.9 millionin
additiond totd revenue, increased aggregate persona income by $11.2 million, and spurred the
cregtion of 404 new jobs in the county economy.

Table 4: Total Effectsof an Increasein Health Services Utilization

Key Indicators Effects of the Health Care Total Effects
Sector Alone
Total Revenue + $24 Million + $30.9 Million
Employment + 282 Jobs + 404 Jobs
Personal Income + $8.7 Million + $11.2 Million

" Many other potential scenarios could occur such as an increase in the utilization of all health care services
due to more residents entering the county, alarge increase in physician and hospital outpatient utilization,
etc.
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In addition to undergtanding the tota effects of an increasg, it is useful to know how the effects
are played out over the different sectors of the economy. From Table 4, we can see that the 15
percent increase had a direct effect of an additiond $24 million in tota revenue in the hedith care
sector?. Moreover, we are aware that the total effect was a $30.9 million increasein total
county revenue. The question becomes “How was the extra $6.9 million in county revenue
distributed?’ The digtribution of thisincrease is presented in Figure 20.

What thisfigure tdls usis that gpproximately 32 percent of the increase in totd revenue was
absorbed by the Services sector due to indirect and induced effects. Another 23 percent was
captured by the Trade sector. The remainder was absorbed by the Finance, Insurance, and

Red Edtate (F.I.R.E), Manufacturing, and Other sectors™, We can aso see that 51 percent of
the employment and 40 percent of the personad income increases were captured by the Services
sector. The Trade sector aso experienced a sgnificant increase in the three indicators. Thusthe
Services and Trade sectors had the largest amount of growth for dl three indicators (total
revenue, employment, and persond income).

Figure 20: Distribution of Health Care Services Utilization Increase
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2 part of theincrease in revenue may be used by the health care sector to purchase goods and services from
outside the county. The RPCsinthe IMPLANPro model attempt to capture this.

3 The sector named Other is composed of Agriculture, Mining, Construction, Government, and other smaller
economic sectors not already mentioned.



Scenario B: Increased Hospital | npatient/Outpatient Services Utilization

In the OHCI data analysis section, it was pointed out that 34 percent of Sauk County residents
went outside the county for hospita inpatient services and 29 percent left the county to receive
outpatient servicesin 1998. Often patients must go outside the county because of managed care
hedlth insurance plan redtrictions or due to an inability to receive particular procedures localy.

It would interesting to see the effects on the county economly if a portion of those patients were
ableto utilize hospitd servicesinsde Sauk County instead of going elsewhere.

Specificaly, the Increased Hospita Inpatient Services Utilization scenario asked the question,
“How would a 15 percent increase in utilization of loca hospitd services affect Sauk County?’
Table 5 shows the results of this scenario.

Table 5: Total Effects of an Increasein Hospital Services Utilization

Key Indicators Effects of the Hospital Total Effects
Sector Alone
Total Revenue + $8.4 Million + $10.7 Million
Employment + 92 Jobs + 132 Jobs
Personal Income + $3.0 Million + 3.8 Million

Anincrease of 15 percent, or $8.4 million, in county hospital revenue would represent about
one-haf of the revenuelost in 1998 due to Sauk County residents receiving inpatient care from
hospitals outside the county. An increase such as this one would produce an additional $10.7
million in total revenue, increase aggregate persond income by $3.8 million, and spur the
cregtion of 132 new jobs in the county economy.
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In addition to understanding the tota effects of an increase, again it is ussful to know how the
effects are played out over the different sectors of the economy. We know that the 15 percent
increase had a direct effect of an additiona $8.4 million in the hedlth care sector and the total
effect was a $10.7 million increase in totd county revenue. The question becomes “How was
the extra $2.3 million in county revenue distributed?” The digtribution of thisincreeseis
presented in Figure 21. What thisfigure tdls usis that approximately 30 percent of the increase
in total revenue was absorbed by the Services sector. Another 25 percent was captured by the
Trade sector. Therest of the increase went to the F.I.R.E, Manufacturing, and Other sectors.
Again, the largest growth due to the increase in revenue was in the Services and Trade sectors.
Thisistrue for dl three indicators.

Figure 21: Distribution of Hospital Services Utilization Increase
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Scenario C: Increased Physician Service Utilization

With the increase in number of people moving into rurd areas such as Sauk County to take
advantage of the qudity of life and the aging of the baby boom generation, it is concelvable that
the county population will become older and require a greater quantity of physician services. It
iswith this backdrop that we examined the doctors and dentists sub-sector to see what impact
anincreasein the utilization of physcian services would have on the overadl county economy.

To smulate the need for more physician servicesin the loca community, we asked the question
“How would a 15 percent increase in the utilization of physician services affect the Sauk County
economy?’ Again the increase was introduced as a 15 percent, or $8.1 million, increasein total
revenues. Table 6 showsthe effect in terms our three economic indicators.
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Table 6: Total Effects of an Increasein Physician Services Utilization

Key Indicators Effects of the Doctors and Total Effects
Dentists Sector Alone
Total Revenue + 8.1 Million + $10.4 Million
Employment + 54 Jobs + 97 Jobs
Personal Income +$2.8 Million + $3.7 Million

A 15 percent rise in tota revenue in tota revenue will add gpproximately $3.7 millionin
persond income, 97 jobs, and $10.4 million in tota revenue to the county economy. Figure 22
shows how these additions to the loca economy are distributed across the mgjor industrial
sectors. The Services and Trade sectors would receive the mgority of the growth in the three
indicators asin the previous two scenarios.

Figure 22: Distribution of Physician Services Utilization Increase
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Scenario D: Increased Nursing Home Services Utilization

Along with an increased need for physician services, an aging population will require a greeter
number of nuraing home facilities to care for the elderly. Therefore we conducted asmulation
examining the effects of a 15 percent, $2.1 million, increase in nursing home revenues on the
Sauk County economy. Table 7 shows that a 15 percent, increase in nursing home utilization
would bring an additiona $2.7 million in total revenues, 48 jobs, and $1.0 million in persona
income into the county economy.




Table 7: Total Effects of an Increase in Nursing Home Services Utilization

Key Indicators Effects of the Nursing Total Effects
Home Sector Alone
Total Revenue +$2.1 Million + $2.7 Million
Employment + 37 Jobs + 48 Jobs
Personal Income +$0.8 Million + $1.0 Million

How the impact would be distributed across the different sectors is represented in Figure 23.

The Services, Trade, and F.I.R.E sectors experienced the largest growth in the three indicators.
The Services sector absorbed approximately 30 percent of the revenue increase and 40 percent
of the employment and persona income increase in the county.

Figure 23: Distribution of Nursing Home Services Utilization
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Scenario E: Decreased Health Care Utilization

The find scenario looked at what would happen if the hedth care sector in Sauk County
sgnificantly declined in terms of the amount of servicesit provided and the number of peopleit
could serve. These trends could take place if, for instance, one of the county’ s hospitals
reduced the level of services provided, and in addition this precipitated the closing of severa
medicd |aboratories and thergpy clinics that depended on the hospitas for their economic wel-
being. Itisared possbility that medica laboratories could be moved out of Sauk County for
financid reasons not directly reated to the level of hospitd services provided localy. Recently,
amagor group health insurance plan decided to close its Sauk County laboratories and require
al [aboratory tests for its patients be conducted outside the county. Management of the hedth
plan views the decision as cost-effective. To better understand the economic impact of
decisions such as laboratory closings on the local economy, we posed the question “What
would be the effect of a 20 percent decrease in tota hedlth care services utilization?’

The decrease was introduced into the mode as a 20 percent, or $32 million, decrease in hedlth
care sector revenue (i.e. every sub-component). The 20 percent decrease, as shown in Table
8, would result in aloss of $41.2 million in tota revenue, 539 jobs, and $15 miillion in persond
income. Thiswould represent a substantia loss for the Sauk County economy.

Table 8: Total Effects of a Decreasein Health Care Services Utilization

Key Indicators Effects of the Health Care Total Effects
Sector Alone
Total Revenue - $32 Million - $41.2 Million
Employment - 377 Jobs - 539 Jobs
Personal Income - $11.6 Million - $15.0 Million

We can see the digtribution of losses across the different sectors in Figure 24. The two sectors
that would face the most substantial losses are Services and Trade. Of the total losses, 32
percent of the total revenue decrease, 42 percent of the job loss, and 41 percent of persona
income reduction occurred in the Sauk County Services sector.
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Figure 24: Distribution of Health Care Utilization Decrease Total
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It is clear from these five scenarios that changes in the health care sector can have alarge effect
on other sectors on the economy — Services and Trade sectors in particular. Not only do hedlth
care firms buy goods and services from these sectors. In addition, households working in the
hedlth care sector spend their income primarily in the Services and Trade sectors. Thus Services
and Trade are especidly vulnerable to changes in the hedth care indudtry. It is imperative that
officids concerned with maintaining a strong county economy understand the linkages between
the different sectors and how sectors such as the hedlth sector serve as an economic engine
bringing revenue and jobs into the county.

Conclusions

The preceding study provides evidence to show that the Sauk County economy depends a
great deal on the strength of its health care sector. Local decision makers need to consider how
decisons in the hedth care sector may influence the presence of other indudtries in the county.

A better understanding of these changes will alow the county to better plan for changes in the
hedth care sector, maximizing the postive impacts of these changes and minimizing negatives
ones.

While many people think of the health care sector as an ancillary sector that augments other
parts of the economy, it is much more. It isaso abasic industry that provides jobs and serves
as agrowth engine for the locd economy. Badc indudtries are those indugtries that bring income
into the loca community. Such industries form the foundation of the loca economy. The rurd
hedth care sector forms a basic industry providing goods and services not only to the locd
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economy, but aso exporting these goods and services to resdents living outsde the local
service area.

This notion is confirmed by the findings of this study. 1n 1998, 27 percent of hospital outpatient
revenue, or $2.9 million, was dtributed to out-of-county residents coming to Sauk County for
hospital services. There were smilar findings for impatient care with approximately 26 percent
of inpatient revenue, or $9.0 million, that attributed to non-Sauk County residents.

Additiondly, patients who make trips to Sauk County will aso spend money in non-medica
related businesses such as restaurants, motels, and shopping centers. The impact of out-of-
county revenue is even greater when one consders the money spent in these businesses by non-
resdents. Revenue from externd funding sources such as Medicaid and Medicare also provide
aggnificant podtive impact to the local economy.

Hospitds, in particular, provide a large share of the county hedlth care services and they have a
ggnificant impact on the rest of the hedth care indusry. They impact the Sauk County
economy in severd ways. 1) though the purchase of goods and services, 2) though the multiplier
effect or the effect created due to wages paid to households that are spent in the locdl
community, 3) through agglomeration economies, or the creation of businesses that locate near
the hospitd to provide complementary services, such as physcian offices and medica
laboratories, and 4) by providing an amenity in the form of quality locd hedth care which may
atract other businesses to the area'®. While every component of the hedth care sector is
important, the Sauk County community may want to focus on hospitas as leverage for
economic devel opment.

We have estimated that the hedth care industry, with its linkages, accounts for 4,376 jobs in
Sauk County, 11 percent of the total jobsin the county. The hospital sector supplies more than
a quater of these jobs, which makes it a very important force in the county economy.
Furthermore, every two new hedlth care jobs created will create one additiond job elsewherein
the county. The converse is dso true, aloss of two jobs in the health care sector would mean
that another job would be loss in another industry within the county.

Moreover, the hedth care sector generates $128 miillion in persona income, or gpproximately
12 percent of the county’s tota persond income. Every two dollars of personad income
generated directly by hedth care has an additiond effect of creating one dollar of persond
income in other indudtries. Given these numbers and what they represent to the Sauk County
economy, it is imperative that locd officids think of the hedlth care sector not just in terms of
how it affects the hedth of its citizens but aso how it affects the economic dructure of the
€conomy.

14 McDermott, Richard E., Robert J. Parsons, and Gary Cornia. (1994). “The Role of Community
Hospitalsin the Performance of Local Economies,” Journal of Health Care Finance, 21(2):55-65.
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With the valuable information obtained from this study, the next step is to develop drategies for
strengthening the Sauk County economy through hedlth care. One strategy would be to educate
the public about decisons made regarding what hedlth care plan to contract with, and how these
decisions affect the viability of the loca hedth care industry and ultimately the strength of the
local economy. In many rura counties, managed care contracts force residents to bypass loca
county hedth care facilities and patronize facilities in larger urban areas.  Such practices are
designed to reduce costs to the employer and the employee. However, the choice to sign up for
such plans ignores the redity that hedth care dollars leaving the county will no longer be
available for the purchase of loca goods and services ingde the county. In addition, logt is the
fact that after traveling 30 to 40 miles for treetment (often multiple times) the extra savings may
be non-exigtent to the employee.

Currently the Sauk County government is consdering sdlf-insuring itself instead of contracting
with a private insurance company. This decison to sdf-insure may not only save the county
government in hedlth care codts but aso dlow them to structure hedth care plans that place an
emphags on the use of local facilities. Changes such as this one are important steps in the right
direction.

A second possible srategy would involve loca hospitd officids in partnership with the Sauk
County Development Corporation (SCDC) organizing seminars for locad busnesses on topics
such as “Getting the Best Buy for your Hedlth Care Dolla” or “Thinking about the Impact of
Your Hedth Care Expenditures on the Locd Economy.” The percentage of totad hedth care
costs paid by businessesin 1990 nationaly was 40 percent. Hedlth benefit consumed about 26
percent of wage employees net benefits in 1990. Experts have predicted that average health
care benefits will exceed $22,000 per year by the year 2001™. Hopefully, such seminars would
educate the local community and encourage more hedlth care goods and services to be bought
in county whenever possible given the importance of such revenue to the loca economy.

A third potential strategy would be to create a partnership between the SCDC and local Sauk
County municipdities looking to atract new busnesses to Sauk County. Hedth care is an
important amenity that many businesses require when looking to locate a plant or office. Locd
government officids could be provided with knowledge about what firms look for in terms of
accessbleloca hedth care when determining aplace to locate. In addition, these officias could
be trained on techniques for conveying information about the locd hedth care indudtry to
business leaders.

Finaly, Sauk County officias should be taking the lead to ensure that wages for hedth care
employees, especidly persond care workers, are high enough to retain these workers insde the
county. With the growth of residents over 65 years old expected to rise rapidly over the next
two decades, hedth care workers will be in greet demand to help elderly residents manage daily

!> See Chenoweth, D.H. (1993). Health Care Cost Management. Madison: Brown & Benchmark.
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life. Persona Care workers help disabled and elderly residents dress, eat, and take care of their
necessary daily tasks.

Its been estimated that over 40 percent of those persons over 65 will need some in-home care
either periodically or long-term™®. 1n Wisconsin, the percentage will probably be higher because
the state has made a concerted effort in the past to promote home-hedth care in lieu of
ingtitutional care for the ederly. Without home heath care workers to assst them, ederly
resdents may be forced to move out of communities in which they fed a sense of place and
move into more costly nursng home care — potentidly out of Sauk County. The money spent
on goods and services would also leave the county with these residents.

Wiscongn is dready taking steps to make sure these people can remain in their communities
even though they may need assstance with daily living. The State legidaure voted this year to
increase the hourly wage for personad care workers from $11.50 to $15.50. State legidators
have inssted that the entire increase be passed onto the employees to help wages for persona
care workers remain competitive with smilar occupations. Sauk County officias need to take a
proactive effort to ensure that wages are competitive in Sauk County.

These arejust afew of the strategies that could be pursued in order to educate the public on the
importance of local rura hedth care and guarantee a vibrant and prosperous hedth care sector
well into the 21% Century and beyond. Sauk County’s hedlth care sector is strong and vibrant
despite changes in the statewide hedlth care system structure over the past few years, such as
the emergence of managed care as a dominant force in rura aress. It is hoped that Sauk County
officas use the information in this study as a guide for future decisons regarding hedth care and
the Sauk County economy.

16 See Wisconsin State Journal, April 30, 2000
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Appendix A

Impact Analysis and |nput-Output Analysis

IMPLANPYO is a computer modeling software package that utilizes Input-Output andysis.
Input-Output analysisis atool used to understand the numerous linkages within an economy.

The modding capabilities of IMPLANPro dlow for impact andyss. That is, it dlowsoneto
hypothes ze about future economic conditions, change the appropriate factorsin the economy,
such as decreasing employment, and evauate how they will be played out in the entire
economy. Input-Output manages economic factors such as output, employment, and persona
income. Therefore, these are the factors that can be atered in an impact andysis scenario.
Consequently, al hypothetica scenariosthat are to be tested with the IMPLANPro software
must be trandated into these economic factors.

The impact analysis will generate economic multipliers for the area. These multipliers report
three types of effects as aresult of the changes introduced to the modd: direct, indirect, and
induced effects. The direct effects are the changes that occurred within the sector, or industries,
that wasinitidly atered. The indirect effects are aresult of the sector needing to purchase
additional goods and services from other industries in order to meet a demand for their services.
These purchases begin a chain reaction in the economy ending with the induced effects. The
induced effects cagpture changes in household spending. Households will have more persona
income to spend on goods and services as aresult of new employment within the industries
directly and indirectly affected by the initid change introduced to the modd. All of these effects
taken together are known asthe total effects.

Input-Output analysis is a demand driven andysistool. This means that industries respond
directly and indirectly to meet changesin demand. Input-Output analysisisalinear modd that is
assumed to have congtant returns to scale which means that an increase in output with be
proportiond to the increasein inputs. That is, when demand for goods or services increase
(decrease), industries respond by increasing (decreasing) production to meet the increased
(decreased) need. Additionaly, the modd assumes there are no supply congraints and that the
production of goods and servicesis only limited by the demand for them. Similarly, achangein
the price of an input is assumed to have no affect on fina output. Furthermore, the commodity
et required for production is assumed to be fixed. This means that while changesin the
economy affect the price of inputs or outputs, the mix of inputs required for production are not
changed. For example, if it took 20 laborers and 1 ton of materials to product 200 units of a
product, it would take require 40 workers and 2 tons of materials to produce 400 units of the
same product regardless of price changes.
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Further explanation and discussion about IMPLANPro and Input-Output can be found in:

MIG. (1996). IMPLANPro 95/NT. Available from the Minnesota IMPLAN Group Inc.,
1940 S. Greeley Street, Suite 201, Stillwater, MN 55082.

Shaffer, Ron. (1989). Community Economics: Economic Sructure and Change in Smaller
Communities. Ames. lowa State Univerdty Press.

Specid thanks to Professor David Marcoullier from the University of Wisconsn- Madison
Department of Urban and Regiond Planning for his technica assstance with IMPLANPro.
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Economic I mpact Survey



The Sauk County Health CarelIndustry
Economic I mpact Survey

Organization Name:
Contact Person:
Contact Phone Number:
Fax Number:

Emal:

Date of Interview:

Employment

Thefirgt set of questions asks you about the nature of your business and alittle about the leve
of employment for your establishment in 1998. The purpose of these questionsisto gain an
ided of how important the hedlth care sector isin terms of employment in Sauk County.

1. Please check the category that best describes your facility?

A Hogpitd A Nursing/Residential Care Fadility
A Physician's Or Dentist’s Office/Clinic A Other Medica/Hedth Care
A Pharmacy Fecility/Business

2. For each category, how many persons were Full Time Equivdent (FTE) employees or
partners, owners, etc. for your organization in 1998?
If possible, please estimate the percentage that resded in Sauk County in 1998.

Per centage that
resided in Sauk
FTE Employees County

Medicd Staff

Professond Staff

Support Staff

Partners

Owners

Other




Sauk County Health Care Industry Economic
|mpact Survey

Revenues, Expenditures, and Taxes

The second set of questions asks about total revenues, expenditures, and property taxes for
your organization. The purpose of these questionsiis to find out a little more about the flow of
money into and out of Sauk County that can be attributed to the hedlth care sector.

If your organization has oper ations outside of Sauk County, please answer the
following questions solaly with respect to that portion of your operationswhich arein

Sauk County.

3. What isthe latest fiscal year for which you have complete records?

4. For your most recent fiscal year, what were total revenues for your organization?

5. For your most recent fiscal year, what were your five largest sources of revenue (eg.
Medicare, Medicaid, private hedth insurance, etc.)? |If possible, please estimate the
percentage of total revenues each source comprises. A dollar amount for each source
would be satisfactory if apercentage is not available.

Fiscal year ended:

Source Per cent of Total Revenues (or $)

6. What were total amount of property taxes paid by your establishment in
1998 (or latest fiscd year), if any?




Sauk County Health Care Industry Economic
|mpact Survey

7. Did your establishment pay any specia assessments (eg, for road improvements, sdewak
improvements, municipa services, etc.) in 1998 (or latest fiscd year)?

AYes
ANo

7TA. If yes, what was the tota amount of pecia assessments paid in 1998 (or latest fiscal

year)?

8. In 1998 (or latest fiscd year), what was your organization’ s tota annual operating
budget?

9.  What percentage of your organization’s total annua operating budget was used to pay for
labor in 1998 (or latet fiscal year)?
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Sauk County Health Care Industry Economic
|mpact Survey

10. 1n 1998 (or latest fisca year), what were your organization’s top five non-wage
expenditures? If possible, please estimate the percentage of total expenditures they

comprise?
Estimated share
Per centage of to Sauk County
Expenditure Total Expenditures Suppliers?

1.
2.
3.
4,
5.

Recent Trends

The next two questions try to gain a better understanding of the outflow and inflow trends for
hedlth care revenues and expenditures in Sauk County?

11. Since 1996, what has been the trend in your sources of revenue (where the patient livesin

Sauk County regardless of where the patient is employed)?

A. Higher percentage of revenue from Sauk County sources.
B. Lower percentage of revenue from Sauk County sources.

C. No change.

11A. If there has been a change in your revenue source since 1996, please give an

estimate of the percentage change.



Sauk County Health Care Industry Economic
|mpact Survey

12.  Since 1996, what has been the trend in insurance payments from out-of-county sources
(eg. Madison) when the patient livesin Sauk County and the employer islocated in Sauk
County.

A. Higher percentage of insurance payments from Sauk County sources.
B. Lower percentage of insurance payments from Sauk County sources.

C. No change.

13. Since 1996, what has been the trend in your sources of expenditures?

A. Higher percentage of expendituresto Sauk County suppliers.
B. Lower percentage of expenditures to Sauk County suppliers.
C. No change.

Importance of the Sauk County Health Care Industry to the local economy

14. Why do you think keeping hedth care local isimportant to the loca economy?
If you do not think it is important, then why not?
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Appendix C

Sauk County Steering Committee

Karna O. Hanna
Executive Director
Sauk County Development Corporation

Catherine Frey

Director for Outreach

Wisconsin Network for Hedlth Policy Research
Universty of Wisconsn School of Medicine

George L. Johnson
President
Reedsburg Memoria Hospitdl

David B. Jordahl
Presdent
. Clare Hospital and Hedlth Services

Tim Size
Executive Director
Rura Wisconsin Hedth Cooperative

Bobbe Teigen
Adminigtrative Director
Sauk Prairie Memoria Hospital



