Hospitals and the Louisiana Economy, 2014
Report Highlights

Hospitals, while providing vital and necessary medical services in the communities they serve, also
are major economic agents within the state, generating more than $29.9 billion annually in economic
activity and directly employing more than 98,000 people. Hospitals make up approximately 35
percent of total healthcare employment and close to half of the annual payroll of the healthcare
sector. They contribute to the economic stability and viability of the community and regional
economies based on their employment and their connection to other businesses within the
community. Jobs associated with hospitals require a wide spectrum of skills, and the average wage
for hospital personnel is significantly higher than other service sector jobs.

Healthcare Compared to Other Industries within the State

In 2012, 12,041 healthcare establishments employed 285,950 Louisiana residents with a payroll of more
than $10.9 billion. The healthcare sector is the largest employer in the state when measured by total
payroll expenditures, and hospital payroll makes up the largest component of the healthcare sector.

Table 1: Comparisons of Industries in Louisiana, 2014

Number of

Establishments with
Number of Business Number of 500 or More Annual Payroll
Establishments Employees Employees (in billions)
Healthcare 12,041 285,950 58 $10.910
Mining 1,691 54,434 15 $3.428
Manufacturing 3,307 127,354 35 $8.071
Utilities 522 11,676 3 $0.931
Construction 7,926 128,982 19 $6.801
Wholesale Trade 5,637 75,843 3 $4.077
Retail Trade 16,774 223,908 6 $5.460

Source: County Business Patterns, U.S. Census Bureau, 2012

Hospitals in Louisiana

The state’s 207 hospitals provided jobs for 98,224 people with an annual payroll of more than $4.62
billion, as reported in the federal publication County Business Patterns 2012. Fifty one Louisiana
hospitals had 500 or more employees, and 30 hospitals had 1,000 or more employees. Hospitals
accounted for 1.7 percent of all healthcare establishments in Louisiana; however they made up 34
percent of the total employees and 42.2 percent of the total healthcare sector payroll.

Healthcare providers are a major economic influence within a community, and, of these healthcare
providers, hospitals are the most dominant economic contributors in a community’s economy.
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Hospital Revenue Sources

Hospitals receive their revenues from private
insurance  companies;  federal insurance
programs such as Medicare; federal and state
insurance programs such as Medicaid; and self-
payment by individuals.

According to a 2013 survey of hospitals in
Louisiana, 41 percent of total net revenues
(gross revenues less contractual adjustments)
came from private insurers, 34 percent from
Medicare, 18 percent from Medicaid, and 7
percent from self-pay and the uninsured. A
comparison of the sources of total net revenues
for hospitals is provided in Figure 1 for 2012
and 2013.

Medicare and Medicaid made up more than 50 percent of total net revenues for hospitals in New
Orleans (Region 1), Alexandria (Region 6), Shreveport-Bossier (Region 7), and Monroe (Region 8). The
three regions with the least amount of Medicare and Medicaid net revenues are Baton Rouge (Region 2),
Lake Charles (Region 5), and the Northshore (Region 9).

Healthcare and Hospitals in Louisiana by MSAs
A snapshot of the economic influence of healthcare and hospitals in the eight metropolitan statistical

Figure 1
Source of Net Revenues for Hospitals
2012 and 2013
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Note: Percentages may not add up to 100 due to rounding.

areas (MSAs) within the state and in the rural parishes is presented in Table 2.

Alexandria, Lafayette, Monroe, New Orleans, and Shreveport-Bossier have a larger proportion of the
healthcare and hospital workers than their overall proportion of the state’s population. Baton Rouge,
Houma-Thibodaux, and Lake Charles have proportionately fewer workers in healthcare and hospitals

than the size of their population.

Table 2: Healthcare and Hospital Payrolls and Employees
by Metropolitan Area State of Louisiana, 2012

% State % Healthcare % Healthcare % Hospital % Hospital
Population Employees Payroll Employees Payroll

Alexandria 34 4.8 4.7 7.3 6.2
Baton Rouge 17.7 16.5 16.4 13.8 12.7
Houma-Thibodaux 4.6 3.9 4.3 3.3 3.1
Lafayette 6.0 8.6 9.4 6.2 6.1
Lake Charles 4.4 4.4 4.3 3.3 3.1
Monroe 3.9 5.0 4.5 4.7 4.2
New Orleans 25.8 24.7 27.9 27.2 32.0
Shreveport 8.8 11.2 12.2 15.0 15.7
Rural Parishes 25.4 211 16.3 18.2 16.3

Source: 2014 Hospital Survey and U.S. Census




Healthcare in Louisiana’s Rural Parishes

The 35 rural parishes make up the second largest healthcare market in terms of employees, with over
60,000 healthcare employees, or about 21 percent of all healthcare employees in the state (see Table 2).
The rural parishes make up about 16 percent of the healthcare payroll in the state. These rural parishes
have about 18,000 hospital employees, which is 18 percent of all hospital workers in the state. The
hospital payroll in the rural parishes make up about 16 percent of the statewide payroll.

Economic Impact of Hospitals

The capital projects associated with hospitals and the ongoing expenditures of all the hospitals have a
ripple effect on the economy. These economic impacts are illustrated in Table 3. During 2012 and 2013,
Louisiana hospitals averaged capital expenditures of approximately $870 million per year. These
expenditures impacted the overall economy by creating and supporting almost 15,000 jobs, personal
earnings of $583 million, and state and local tax collections of $78 million.

Annual direct hospital expenditures are estimated to be $14.1 billion which, in turn, creates and supports
294,548 jobs in Louisiana with personal earnings of almost $12 billion per year and state and local tax
collections of approximately $1.6 billion per year.

Table 3: Economic Impact of Construction and Ongoing Activities of Louisiana Hospitals
(Estimated Construction Outlays of $870 Million Per Year and
Ongoing Direct Hospital Expenditures of $14.1 Billion)

Type of Spending Business Sales Personal Earnings Jobs Created Tax Collections
($ millions) ($ millions) ($ millions)
Capital Expenditures 1,944.3 583.0 14,913 78.0
Ongoing Expenditures 29,999.3 11,893.7 294,548 1,582

Source: Louisiana Input-Output Model and 2014 Hospital Survey

Hospital expenditures serve as an important economic
input in promoting, requiring, and supporting jobs in the
state and local economies. These jobs vary to include not
only the actual hospital workers, but also construction jobs
associated with building homes for hospital employees.

Hospital expenditures support over 135,000 jobs in the
service sector of the economy that are not hospital
employees. These jobs vary widely to include professional
services (such as consulting, legal, or accounting services),
repair services, entertainment and recreational activities,
and related healthcare services. In addition, almost 30,000
jobs are supported in wholesale and retail trade ranging from department store personnel and food
service workers to more directly related vocations such as pharmacists.

Impact on State and Local Tax Collections

The overall economic activity that is supported by hospital expenditures leads to $868 million in state
tax collections and $714 million in local tax collections. State collections of $868 million represent
about 7 percent of all taxes and fees collected by state government.



Medicaid, Hospitals and the Louisiana Economy

The Medicaid program is jointly funded by the state and federal government with the federal
government paying in Louisiana approximately 62.05 percent of the Medicaid outlays according to the
Federal Medical Assistance Program (FMAP). Under the Children’s Health Insurance Program (CHIP),
there is also an enhanced FMAP that is 73.44 percent, so the state puts up 26.64 cents to get one dollar.

The Medicaid program is leveraged so that the federal government matches state Medicaid dollars with
additional funding. Medicaid-related revenues vary from region to region, but overall for the state,
Medicaid-related hospital expenditures create and support over 48,000 jobs and over $137.5 million of
state tax collections and $117.8 million of local tax collections.

Hospital expenditures have a major economic impact on the state in terms of business activity, personal
earnings, and overall jobs created and supported. Similarly, hospital expenditures have a substantial im-
pact on all regions of the state since hospitals are scattered throughout the state.

A major reduction in hospital expenditures in any part of the state will create economic ripples that will
be difficult to offset immediately by other economic measures.

Effects of the Current Market Condition on Economic Impact of Reducing Medicaid
Hospltals _ _ Reimbursement to Hospitals
Hospltal_s, like any other business, are affect_e d by Curre_nt The impact of the state reducing its direct expenditures
economic conditions in many ways. According to hospital for Medicaid by $150 million would have the
financial data collected by the LHA: following impact:

o 80% have seen an increase in emergency room visits . ':O:?:fs ?{)?2 :gﬂgg“i‘giﬁgﬂ2;0538‘;“;(:;3'22:] .
for uninsured patients;

state funds.

e 75% have seen a decrease in patient account e Aloss of approximately 8,144 jobs statewide.
collections: and Each region, on average, would lose 904 jobs.

) ) _ e A reduction in personal earnings of $329 million.
e 57% have seen a decrease in elective surgeries.

e A reduction in overall business transactions of
$800 million.

Hospitals have made or are considering the following
changes in order to cut costs because of current market
conditions:

e 60% reduced services, and 33% are considering
reducing services;

e 31% eliminated vacant positions, and 35% are
considering it;

e 13% have reduced community benefit programs, and
another 16% are considering reducing community
benefit programs; and

¢ 9% halted construction, equipment purchases and
other projects, and 20% are considering it.

Hospitals and the Louisiana Economy, 2014 was prepared for the LHA by
Dr. James A. Richardson, Alumni Professor of Economics, Louisiana State University
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Executive Summary

Executive Summary
Hospitals and the Louisiana Economy, 2014

The ultimate purpose of the healthcare sector is to provide appropriate and necessary medical services to
enhance the quality of life of the citizens of Louisiana. In the process of providing these vital services, the
healthcare sector becomes a significant economic engine within the state and local communities, and hospi-
tals make up over 35 percent of total healthcare employment and close to half of the annual payroll of the
healthcare sector. Hospitals, while providing important and necessary medical services to the community,
also become major economic agents within the community. They contribute to the economic stability and
viability of the community and regional economies based on their employment and their connection to
other businesses within the community. Jobs associated with hospitals require a wide spectrum of skills, and
the average wage for hospital personnel is significantly higher than other service sector jobs.

Healthcare and Hospitals Compared to Other Industries in Louisiana

In the most recent (2012) national, state, and parish data issued by the County Business Patterns with the
US Census, 285,950 persons were employed in the healthcare and social assistance sector in Louisiana with
an annual payroll of almost $10.9 billion. Healthcare employment makes up over 15 percent of the total
workforce in Louisiana in 2012 and just over 18 percent of the private workforce. The healthcare sector
has a large number of establishments compared to mining, manufacturing, utilities, and construction, but
only about three-quarters of the establishments in retail trade. Healthcare has almost 30 percent more
employees than retail trade but a payroll that is twice as high. Hospital employment in the 2012, according
to the US Census is 98,224 with a payroll of $4.6 billion. Hospital employment represents just over 36 per-
cent of healthcare and social assistance employment in Louisiana. Industry comparisons are illustrated in
Table ES.1.

Hospitals in Louisiana

. . Table ES-1. Comparisons of Industries in Louisiana, 2012
The state’s 207 hospitals, receiv- P

il’lg net revenues from private Industry Classification # Business # Employees Establishments ~ Annual Payroll
. . .. Establishments with 500 or ($ billions)
insurers, Medicare, Medicaid, employees

and self-pay, provided jobs for

. Minin, 1,691 54,434 15 3.428
98,224 persons with an annu- Manufacturing 3,307 127,354 35 8.071
al payroll of over $4.62 billion  Utilities 522 11,676 3 0.931
as reported in the 2012 federal Construction 7,926 128,982 19 6.801
. . . Wholesale Trade 5,637 75,843 3 4.077
publication, County Business  peailTrade 16,774 223,908 6 5.460
Patterns.  Fifty-one Louisiana
: Healthcare Sector 12,041 285,950 58 10.910
hospitals had 500 or more em- Hospitals 207 98224 Ay 1653

ployees. Thirty hospitals had
1,000 or more employees. Hos-
pitals made up 1.7 percent of
all healthcare establishments in
Louisiana, but these hospitals made up 34 percent of the total employees and 42.2 percent of the payroll
of the healthcare sector. Healthcare providers are a major economic influence within a community, and,
of these healthcare providers, hospitals are the most dominant economic contributors in a community’s
economy.

Source: County Business Patterns, U.S. Bureau of Census, 2012
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In 2012, Louisiana hospitals received 45 percent of their net revenues from private insurance, 35 percent
from Medicare, 12 percent from Medicaid, and 7 percent from self-pay, while in 2013 net revenues from
private insurance made up 41 percent of total net revenues, Medicare 34 percent, Medicaid 18 percent,
and self-pay 7 percent. Medicaid increased sharply from 2012 to 2013. Medicare and Medicaid make up
more than 50 percent of total net revenues for hospitals in New Orleans (Region 1), Alexandria (Region
6), Shreveport-Bossier (Region 7), and Monroe (Region 8). The three regions with the least amount of
Medicare and Medicaid net revenues will be Baton Rouge (Region 2), Lake Charles (Region 5), and the
Northshore (Region 9). The sources of payments provide insight into the demographics and socioeconomic
characteristics of a region and the markets in which hospitals work.

Healthcare and Hospitals in Lowisiana by MSAs

A snapshot of the economic influence of healthcare and hospitals in the eight metropolitan statistical areas
(MSAs) within the state and in the rural parishes is presented in Table ES.2. Alexandria, Lafayette, Mon-
roe, New Orleans, and Shreveport-Bossier have a larger proportion of the healthcare and hospital workers
than its overall proportion of
the state’s population. Baton
Rouge, Houma-Thibodaux,
Lake Charles, and the rural

Table ES-2. Healthcare and Hospital Payrolls and Employees
by Metropolitan Statistical Area (MSA), State of Louisiana, 2012

parishes have proportionately Louisiana % State % Healthcare % Healthcare % Hospital % Hospital
fewer workers in healthcare MSAs Population Employees Payroll Employees Payroll
and hospitals than the size of  Alexandria 3.4 438 47 73 62
its population Baton Rouge 17.7 16.5 16.4 13.8 12.7
pop : Houma-Thibodaux 4.6 39 43 33 3
. . Lafayette 6.0 8.6 9.4 6.2 6.1
Economic Impact of Hosputals Lake Charles 44 44 43 33 3
. . . Monroe 3.9 5.0 4.5 4.7 4.2
The capital projects associated  New Orleans 25.8 24.7 27.9 272 320
Wlth hospitals and the Ongoing Shreveport-Bossier 8.8 11.2 12.2 15.0 15.7
Rural 25.4 21.1 16.3 18.2 16.3

expenditures of all the hospi-
tals have a ripple effect on the
economy. These economic im-
pacts are illustrated in Table
ES.3. During 2012 and 2013
Louisiana hospitals averaged capital expenditures of around $870 million per year. These expenditures
impacted the overall economy by creating and supporting almost 15,000 jobs, personal earnings of $583
million, and state and local tax collections of §78 million. Capital expenditures will vary from year to year,
but given the number of hospitals and the necessary improvements on a continuous basis, it is certainly
probable that capital expenditures will continue at a fairly consistent pace. Expenditures may and almost
surely will vary within a region from year to year.

Source: 2014 Hospital Survey and US Census

Annual direct hospital expenditures are estimated to be $14.1 billion which, in turn, creates and supports
294,548 jobs in Louisiana with personal earnings of almost §12 billion per year and state and local tax col-
lections of approximately $1.6 billion per year.

Medicaid/Hospitals and the Louisiana Economy

Two influential payment plans are public programs, namely Medicaid, a joint state and federal government
program for specific individuals and families that are unable to pay for healthcare services for themselves,
and Medicare, a federally sponsored program for healthcare services for the elderly. The Medicaid program
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is jointly funded by the state and federal government with the federal government paying in Louisiana ap-
proximately 62.05 percent of the Medicaid outlays according to the Federal Medical Assistance Program
(FMAP). There is also an enhanced FMAP that is 73.44 percent so the state puts up 26.64 cents to get one
dollar. The Medicaid program is leveraged so every dollar the state puts up the federal government will put
up additional dollars. In Table ES.4 the estimated economic impact of Medicaid-related direct expendi-
tures by hospitals is presented. Medicaid-related revenues vary from region to region, but, overall for the
state Medicaid-related hospital expenditures create and support over 48,000 jobs and over $117.9 million

Table ES-3. Economic Impact of Construction and Ongoing Activities
of Hospitals in Louisiana

(Estimated Construction Outlays of $870 million per year and

Ongoing Direct Hospital Expenditures of $14.1 billion)

Type of Spending Business Sales Personal Earnings Jobs Created  Tax Collections
($ millions) ($ millions) ($ millions)
Capital Expenditures 1,944.3 583.0 14,913 78.0

(Not guaranteed to be recurring)

Ongoing Expenditures 29,999.3 11,893.7 294,548 1,582.0
(Annual Expenditures)

Source: 2014 Hospital Survey and Louisiana Input-Output Model

of state tax collections of over $137.5 million and $117.8 million of local tax collections.

Table ES-4. Annual Economic Impact of Hospital Care Associated with
Medicaid on Louisiana Economy and DHH Regions

DHH Region % of Revenues  Jobs Created Personal Earnings State and Local
from Medicaid & Supported ($ millions)  Tax Collections
New Orleans 317 11,655 470.6 28.2
Baton Rouge 8.9 3,259 131.6 79
Houma-Thibodaux 5.1 1,895 76.5 4.6
Lafayette 12.2 4,485 181.1 10.9
Lake Charles 1.2 4,124 166.5 10.0
Alexandria 13.5 4,963 200.4 12.0
Shreveport-Bossier 28.2 10,365 4185 25.1
Monroe 13.7 5,056 204.2 12.2
Northshore 7.7 2,851 115.1 6.9
State 18.0 48,653 1,964.6 137.5

Source: 2014 Hospital Survey and Louisiana Input-Output Model

vi
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Hospitals and the Louisiana Economy

The ultimate purpose of the healthcare sector is to provide appropriate and necessary medical services
to enhance the quality of life of the citizens of Louisiana. In the process of providing these vital services,
the healthcare sector becomes a significant economic engine within the state and local communities.
Hospitals make up over 35 percent of total healthcare employment and close to half of the annual pay-
roll of the healthcare sector. This report focuses on the economic significance of hospitals in Louisiana
and within local communities of the state, including the nine DHH administrative zones created by the

Introduction

Department of Health and Hospitals and the metropolitan areas within these regional labor markets.!

Economic significance is determined through the following considerations:

1.

Hospitals are significant participants in the healthcare sector as indicated by the number of employ-
ees and annual payroll in hospitals throughout the state.

Hospitals are created to serve the people in a community and are not necessarily the initial driver in
the economic development process. One does not build a new hospital because the economy needs a
stimulus. Hospitals are built because the community needs essential healthcare services and will not
grow and prosper without them. From this perspective, hospitals serve an important support role.
The lack of medical care and facilities can deter economic development. Economic development
may start without an adequate healthcare system, but economic development and growth will not
continue unless an acceptable healthcare system is created, including the presence of hospitals.

The exception to this role of hospitals as a support industry would be the development of a medical
complex that provided healthcare assistance for people from around the nation and world based
on an overall reputation or specific specialties in healthcare treatment and/or the development of
healthcare facilities that provide research, product development, and other such activities. Medical
districts are typically centered by a network of hospitals.?

In addition to being an important and essential amenity in shaping the long-term economic and
social development of a community, hospitals, as the community develops, hire trained personnel to
deliver the medical services, and the hospitals develop commercial relationships with other businesses
in the region. The hospital becomes an economic agent. Hospitals are labor-intensive, meaning em-
ployment in a hospital will be substantial compared to other business enterprises.”

The net revenues of the hospitals come from a variety of sources—private insurance, Medicare,
Medicaid, and some self-pay. Statewide, these net revenues approach just over $14 billion per year
as of 2013. People across the state pay insurance premiums, state and federal taxes, and some direct
hospital charges; some communities will provide these hospital services more than others, so certain
communities may be net beneficiaries of the process by which U.S. citizens pay for healthcare. Once
the hospitals are created as viable economic agents and located around the state, the hospitals provide
jobs, business relationships, and services that are not easily replaced. First and most important, the
hospitals provide the basic service of healthcare that allows the people to be productive citizens and,
second, the hospitals provide a solid economic backdrop for the communities in which the hospitals
are located. Hospitals must be scattered across the state in order to meet the demands of their clients.

The Medicaid program can be a net engine of economic development because of the funding re-
lationship between the State and the Federal government. For every 38 cents Louisiana contributes
to this program, the federal government contributes 62 cents.* The state can leverage its dollars. A
$150 million commitment by the state to the Medicaid program, assuming a 62 percent match by the
federal government, will lead to a federal commitment of approximately $24:5 million in Louisiana’s
Medicaid program, so Louisiana gets about $1.65 dollars for every dollar the state puts up. This
FMAP rate can change given economic conditions in the state. At one time it was approximately a
70 to 30 federal match but Louisiana incomes rose as a consequence of Hurricane Katrina and the



Hospitals and the Louisiana Economy

FMAP diminished. If incomes remain higher in Louisiana, then the rate will remain at the 62 to 38
federal match.

7. Hospitals become leaders of the economic development process for many reasons. If research and
teaching hospitals are created, this could spur other developments. Research and teaching become
major responsibilities of the hospitals. If a hospital becomes one of the leading research centers or
treatment facilities for a particular disease, patients may come from across the country or even the
world. New industries can be attracted to these research/teaching medical complexes. The develop-
ment of the BioDistrict in New Orleans and the grouping of hospitals in Baton Rouge along with
the Pennington BioMedical Research Center are examples of possible medical districts that could
be economic drivers from a research and development perspective as well as creating specialties
that will attract medical consumers from outside the region and state. In this situation, hospitals not
only serve local, national, and international patients, but they also compete for National Institute of
Health grants, private industry contracts and grants, new product development, start-up capital for
new firms, as well as other funding sources.

Hospitals are intrinsically linked to other sectors of the economy through the hiring practices and busi-
ness transactions required to provide a hospital’s important services. This report focuses on the magni-
tude of these economic linkages, particularly on hospitals as an integral part of communities across the
state. The report also quantifies the special connection between Medicaid and the Louisiana economy
because of the federal matching program.

Healthcare and Hospitals Compared to
Other Industries within the State

In the most recent (2012) national, state, and parish data issued by the County Business Patterns through
the US Census, 285,950 persons were employed in the healthcare and social assistance sector in Louisi-
ana with an annual payroll of almost $10.9 billion.” Employment in the Louisiana healthcare sector has
grown from 57,544 persons in 1977 to 285,950 persons in 2012, nearly a fivefold increase. Healthcare
employment as a share of the total workforce has grown from 4.3 percent of in 1977 to over 15 percent
of the total workforce in Louisiana

in 2012 and just over 18 percent of

the private workforce. Nationally, Figure 1. Employment by Industry Sector, 2012 Data

employment in healthcare and so-
cial assistance makes up about 15
percent of total private employ-
ment. Louisiana hospitals in 2012
employed 98,224 people with a
payroll of $4.6 billion, according to
the US Census. Hospitals provide
approximately 5 percent of total
private employment in Louisiana
and just over 4 percent nationally.
Hospital employment represents
just over 36 percent of healthcare
and social assistance employment
in Louisiana.
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Figure 2. Health Care and Social Assistance Employees
by DHH Region
(total statewide employees = 285,950)

The number of employees in the healthcare sector compared
DHH 1 DHH 2 DHH 3

52,458 employees 44,634 17,259 to other sectors of the Louisiana economy is illustrated in Fig-
(¢1,278 I hospitals) (18,879 6524 ure 1. Healthcare and social assistance is the largest sector in the
state with more than 280,000 employees. Only six sectors, not
including the public sector, have more than 100,000 employees:
healthcare and social assistance, retail trade, accommodations
and food service, construction, manufacturing, and administra-
DA 2 DHH S DHH G tive and support and waste management. The only other sector
41,377 16,068 21,126 in the state with more than 200,000 employees is the retail trade
(11,131) (5,362) (10,550) . . A
sector. If we were to isolate Hospitals as a major sector and not
' ' ' just a subpart of Healthcare and Social Assistance, it too would
have close to 100,000 employees.
Employment is further illustrated by Figure 2 in terms of health-
o 7 . oo care and hospital employme.nt by parlsh' and by the nine DHH
38,706 26,160 28,162 zones. East Baton Rouge Parish, as a parish, has the most health-
(17,207) (7,604) (9,664) .
care workers with almost 37,000 employees, but Orleans and Jef-
' ' ' ferson Parishes together have just over 51,000 healthcare employ-

ees. Jefferson has slightly more hospital workers than East Baton

Rouge, but Jefferson and Orleans parishes have over 21,000 hos-

pital employees compared to almost 12,000 in East Baton Rouge

Parish. Every Parish has healthcare employment with the lowest

healthcare employment in Cameron Parish with 50 healthcare
employees and 78 healthcare employees in Tensas Parish and the highest in East Baton Rouge Parish.
The average number of healthcare employees per parish is approximately 4,500, but there is a wide
variation. Twenty-seven parishes have fewer than 1,000 healthcare workers, eleven parishes have be-
tween 1,000 and 2,000 healthcare workers, fourteen parishes have between 2,000 and 5,000 healthcare
workers, three parishes have between 5,000 and 10,000 healthcare workers, four parishes have between
10,000 and 20,000 healthcare workers, and five parishes have over 20,000 healthcare workers. This dis-
tribution of healthcare employees correlates with the population variance in the state.

Eight parishes have no hospital employment. Nine parishes have between 1,000 and 5,000 hospital
employees, while seven parishes have over 5,000 hospital workers. Caddo has the most hospital workers,
almost 14,000. Orleans, East Baton Rouge, and Jefferson parishes are just behind Caddo in the number
of hospital employees. Hospitals, just like healthcare services, are spread across the state.

Healthcare employment (not including Social Assistance) by subsector is illustrated in Figure 3 based on
information from the Louisiana Workforce Commission and the Bureau of Labor Statistics. Ambulatory
care (which includes offices of physicians and other facilities not defined as hospitals) and physicians
make up 44 percent of the healthcare employment nationally and just over 39 percent in Louisiana. Hos-
pitals make up 33 percent of healthcare employment

nationally but over 41 percent in Louisiana. Nursing Figure 3. Breakdown of Healthcare Services, Louisiana
and residential care facilities make up 23 percent of —

: : health _ reing.
healthcare employment nationally and 20 percent in us| Ameualdy heal Hogpials fresidential
the US.

The ranking of the various sectors of the Louisiana
economy by business establishments, employment, Louisiana
and annual wage is shown in Table 1. Ten industries

pay their employees more than $50,000 per year; 0.2 0.4 0.6 08 1.0
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Table 1. Establishments, Employment, and average Annual Wage

by Employment Sector 2012 Data

Retail Trade EsmthhT;;: Em;;fg; Anmg;/;;;g; six industries including the healthcare
Health Care and Social Assistance 12,041 286,022 $38,251 sector pay between $30,000 per year
Professional, Scientific, and Technical Services 11,767 87,114 $59.348 to $49,999 per year; three industries
Other Services (except Public Administration) 9,652 75,356 $27,603 pay their employees less than $30’000
Accommodation and Food Services 9,046 192,889 $16579 per’ Of‘ all private business establish—
Construction 7926 128,982 92729 ments in Louisiana, only 237 estab-
Finance and Insurance 7,734 64,207 $56,686 .

Wholesale Trade 5637 75,843 $53,768 lishments have 500 or more employ-
Administration/Waste Services 4,566 104316 $32,871 €es; the healthcare sector has 58 such
Real Estate and Rental and Leasing 4,466 31516 $48,247 establishments, accounting for almost
Transportation and Warehousing 3786 6830 $53,591 25 percent of all business establish-
Manufacturing 3,307 127,354 $63430 ments with 500 or more employees.
Mining, Quarrying, and Oil and Gas Extraction 1,691 54,434 $78,670

Information 1393 24440 451,375 In Louisiana and in the nation, the
Arts, Entertainment, and Recreation 1393 23295 $30,776 healthcare sector has grown more rap-
Educational Services 1146 37913 $33915 idly than the population and more rap-
Management of Companies and Enterprises 616 22,945 $95,277 1dly than the overall economy. There
Agriculture, Forestry, Fishing and Hunting 596 3771 $39,897 are various reasons for such growth:
Utilities 522 11,676 $79.747

changing demographics, advances in
medical technology, and the emer-

gence of a more affluent society certainly contribute. The growth is in line with the overall demands of
the population. In the process of providing these healthcare services, the healthcare sector has become a
major economic agent throughout the state. The healthcare industry provides direct jobs and wages to its
employees and provides economic linkages to many other industries that work with healthcare providers.
Other support industries, such as retail trade and financial services necessary to serve the hospital and
other employees, will become part of the local economy.

Healthcare in Louisiana by MSAs and DHH Districts

The nine DHH regions, along with the percent of the state’s population, are illustrated in Map 1 (see
page 16). Within each of these regions a major metropolitan statistical area (percent of population in
MSA) as defined by the U. S. Department of Commerce is located.

. New Orleans MSA overlaps DHH 1, 3, and 9 (25.8 percent)

. Baton Rouge MSA overlaps both DHH 2 and 9 (17.7 percent)
. Houma-Thibodaux MSA in DHH 3 (4.6 percent)

. Lafayette MSA in DHH 4 (6.0 percent)

. Lake Charles MSA in DHH 5 (4.4 percent)

. Alexandria MSA in DHH 6 (3.4 percent)

. Shreveport-Bossier MSA in DHH 7 (8.8 percent)

. Monroe MSA in DHH 8 (3.9 percent)

. Rural Parishes, across DHH districts (25.4 percent)

We will focus on the economic impact of the hospital industry within each region, but we want to pres-
ent a snapshot of the economic influence of the healthcare industry in the eight MSAs, since this is a
geographic area in which the data are collected. The eight MSAs are closely connected geographically
to the nine DHH regions. A summary of the healthcare industry as well as hospitals within each MSA
and the rural parishes is contained in Table 2.

The percentage of healthcare employees and payroll and the percentage of hospital employment and
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Table 2. Healthcare and Hospital Payrolls and Employees by Metropolitan Statistical
Area (MSA), State of Louisiana, 2012

Louisiana % Star:e % Healthcare % Healthcare % Hospital % Hospital payroll in each MSA are com-
MSAs Population Employees Payroll Employees Payroll

pared to the percentage of popu-
Alexandria 34 48 47 7.3 6.2 lation that lives in each MSA. Al-
Baton Rouge 17.7 16.5 16.4 13.8 12.7 .
Houma-Thibodeaux 4.6 39 43 33 3 exandria, Lafayette, Monroe, and
Lafayette 6.0 8.6 9.4 62 6l Shreveport-Bossier MSAs have a
Lake Charles 4.4 4.4 43 33 3.1
Monroe 39 50 45 47 42 larger percentage of employment
New Orleans 25.8 24.7 27.9 27.2 320 ln the healthcare sector than
Shreveport-Bossier 838 1.2 12.2 15.0 15.7 . s
Rural 254 201 163 182 163 their percentage of the state’s

Source: 2014 Hospital Survey and US Census

population. Alexandria, Lafay-
ette, Monroe, New Orleans, and
Shreveport-Bossier MSAs have a
larger percentage of hospital employment than their percentage of the state’s population.

The New Orleans MSA (including the seven parishes of Jefferson, Orleans, Plaquemines, St. Bernard,
St. Charles, St. John the Baptist, and St. Tammany) is the largest Louisiana MSA in terms of popula-
tion, healthcare and hospital payroll, and healthcare and hospital employment with approximately 26
percent of the state’s population, 25 percent of all healthcare employees, and 27 percent of all hospital
employees.

The second largest healthcare market in terms of employees is in the 35 rural parishes with over 60,000
healthcare employees, or about 21 percent of all healthcare employees in the state, but the rural parishes
only make up about 16 percent of the healthcare payroll in the state. These rural parishes have about 18
percent (18,000) of all hospital workers in the state and the hospital payroll in the rural parishes make up
about 16 percent of the statewide payroll. The rural parishes are labor-intensive in healthcare employ-
ees, but there is a pay differential between employees in rural areas and urban areas. These 35 parishes
have 25.4 percent of the state’s population.

The Baton Rouge MSA (including the parishes of Ascension, East Baton Rouge, East Feliciana, Iber-
ville, Livingston, Pointe Coupee, St. Helena, West Baton Rouge, and West Feliciana) has 17.7 percent of
the state’s population. The Baton Rouge MSA has 16.4 percent of payroll of the healthcare industries
and 16.5 percent of statewide healthcare employees, while the Baton Rouge MSA has almost 14 percent
of the state’s hospital employees and just under 13 percent of the state’s hospital payroll. The Baton
Rouge Metropolitan Area represents the third largest healthcare market in the state in terms of health-
care employees and is the second largest MSA in terms of healthcare payroll.

The Shreveport Metropolitan Area (including the parishes of Bossier, Caddo, and De Soto) has 8.8
percent of the state’s population but 12.2 percent of the state’s healthcare payroll and 11.2 percent of
healthcare employees. With respect to hospitals, Shreveport-Bossier has 15 percent of statewide hospital
employees and almost 16 percent of the statewide hospital payroll. In terms of payroll and employees,
the Shreveport Metropolitan Area is the fourth largest healthcare share.

Lafayette (including Lafayette Parish and St. Martin Parish) represents 9.4/6.1 percent of statewide
healthcare/hospital payroll and 8.6/6.2 percent of statewide healthcare/hospital employees. The Lafay-
ette MSA has 6.0 percent of the state’s population as of 2010.

Lake Charles (Galcasicu and Cameron) and Houma-Thibodaux (Assumption, Lafourche, and Terre-
bonne) MSAs each represent 4.3 percent of the statewide healthcare payroll and 4.4 and 3.9 percent,
respectively, of statewide healthcare employees. Both Lake Charles and Houma-Thibodaux have 3.3
percent of statewide hospital employees and 3.1 percent of statewide hospital payroll. Lake Charles has
4.4 percent of the state’s population, while Houma-Thibodaux has 4.6 percent of the state’s population.
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Figure 4. Ratio of Relative Healthcare Employment to Population

( DHH Healthcare Employment / State Healthcare Employment )

DHH Population / State Population

The Monroe MSA (including Ouachita and
Union parishes) represents 4.5/4.2 percent
of statewide healthcare/hospital payroll and
5.0/4.7 percent of statewide healthcare/hos- ~ Shreveport-Bossier

Monroe

pital employees. The Monroe MSA has 3.9 Lafayette
percent of the state’s population. Alexandria
The Alexandria MSA (including Rapides and Baton Rouge
Grant parishes) represents 4.7/6.2 percent of New Orleans

the statewide healthcare/hospital salaries and
4.8/4.7 percent of healthcare and hospital

Lake Charles

i Northsh
employees. The Alexandria MSA has 3.4 per- orthshore
cent of the state’s population. Houma-Thibodaux
0.0 0.2 04 0.6 0.8 1.0 12

In Figure 4, the percent of healthcare employ-

ees in a DHH administrative area is compared

to the percent of the population in the respective regions. A number greater than 1.0 indicates that the
percent of healthcare employees in the region exceeds the percent of the relative population in the re-
gion. Healthcare employees are more numerous proportionately in Monroe, Shreveport-Bossier, Lafay-
ette, Alexandria, Baton Rouge, and Orleans. Healthcare employees are less numerous proportionately in
Lake Charles, the Northshore and Houma-Thibodaux. In the DHH areas of New Orleans and Baton
Rouge, the ratio of percent of healthcare workers compared to the percent of population are very close
to 1. The healthcare industry is larger in the New Orleans and Baton Rouge DHH regions, but, propor-
tionately, the healthcare industry is more significant in the Alexandria, Shreveport/Bossier, Lafayette,
and Monroe DHHs.

Hospitals in the Louisiana Economy

Hospitals make up a significant part of the healthcare sector in terms of employees and payroll, as illus-
trated in Figures 2 and 3. Hospitals are major economic agents in any local economy; at a basic level,
people work for hospitals, and these people are consumers within the region and state. Additionally, hos-
pitals purchase supplies and services from other companies within the community and the state. These
companies, in turn, purchase materials from other companies within the region and the state and hire
people to work for them.

Hospitals and Net Revenues

Hospitals receive their revenues from private insurance companies, federal insurance programs such

as Medicare, federal and state insurance programs such as Medicaid, and self-payment by individuals.

The category of private insurance includes those who have insurance policies either through their work

or individually. The federal government is the insurer

Figure 5. Sources of Net Revenues for Hospitals through the Medicare program for persons above the

age of 65 who are retired and not eligible for employer

coverage and persons with disabilities; the federal and

state governments are the insurers through the Medicaid

program for income-qualified persons. Some individuals

do not carry insurance or cannot afford insurance and

do not qualify for Medicare or Medicaid; these people

either pay directly or rely on other types of public assis-
tance.

2013 2012

B Private Medicaid

[ Self Pay Il Medicare
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Figure 6. Net Revenues by DHH Region
2012 and 2013

Region | Region 4 Region?
0 il i According to a 2014 survey of hospitals in Louisiana for 2012

and 2013 and as illustrated in Figure 5, 41 percent of net rev-
enues (gross revenues less contractual adjustments) come from
private insurers in 2013 as compared to 45 percent in 2012; 34
percent from Medicare in 2013 as compared to 35 percent in
2012; 18 percent from Medicaid in 2013 as opposed to 12 per-
centin 2012; and 7 percent from self-pay and the uninsured in

both 2013 and 2012.

-
-

Region 2 Region 5 Region 8

<[
«|

The various sources of hospital net revenues by the nine DHH
districts are presented in Figure 6 for 2012 and 2013. The
distribution of payments reflects the population and market
served by the network of hospitals; hospitals must accommo-
date their markets. Medicaid payments are especially signif-
icant in DHH Region 1 (New Orleans) and DHH Region
7 (Shreveport), while private insurance is a major revenue
source for hospitals in almost all regions. (DHH Region 7 has

Region 3 Region 6 Region 9

7
-
-«

Medicare - Private the smallest portion of private insurance payments). The New

Medicaid - - Self Pay Orleans region (Region 1) has the le‘ast amount of Medicare
payments compared to the other regions.

Region | Region 4 Region7 The source of hospital revenues is further defined in Figure 7

where we note the amount of net revenues related to Medi-
care and Medicaid sources. These two sources of net reve-
nues make up more than 50 percent of total net revenues for
hospitals in Region 1 (New Orleans), Region 6 (Alexandria),
Region 7 (Shreveport-Bossier), and Region 8 (Monroe). The
three regions with the least amount of Medicare and Medic-
aid net revenues are Region 2 (Baton Rouge), Region 5 (Lake
Charles), and Region 9 (Northshore).

A comparison of the sources of net revenues for hospitals is
provided in Table 3 for 2004, 2007, 2009, 2011, 2012, and
2013.° The surveys suggest some variation in the source of
revenues for hospitals: Medicaid payments range from 10 per-
cent in 2004 to 20 percent in 2009 (18 percent in 2013). Pri-
vate insurance makes up just over 40 percent of all payments
and Medicare about 34 percent. Economic conditions influ-
ence the variation in the source of payments as well as federal
and state policies on healthcare. Demographics can drive the
Medicare portion of total payments to hospitals up, and the changes in federal healthcare policy may
increase further the amount of Medicaid dollars in the overall hospital budget, depending on whether
the state decides at some point to expand its Medicaid program according to the policies outlined in the
Affordable Care Act, 2010.

Note: Region 6 reported negative Self Pay revenues in 2012 and 2013

Table 3. Sources of Net Revenues for Hospitals

Hosputals and jobs

Year of Survey Sources of Revenues for Hospitals
, . . .

The state’s 207 ‘hospltals provided jobs for o Medieare edond Sefopay

98,224 persons with an annual payroll of over

$4.62 billion as reported in the 2012 federal — 20%4 4% 38% 0% %
2007 39 31 16 15
2009 41 31 20 7
2011 41 31 19 8
2012 45 35 12 7
2013 41 34 18 7

Source: Surveys conducted by the Louisiana Hospital Association.
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Figure 7. Medicare and Medicaid as a Percent of Net Revenues

Region |

Region 2

Region 3

Region 4

Region 5

Region 6

Region 7

Region 8

Region 9

Medicaid

publication, County Business Pat-
terns. Fifty-one Louisiana hos-
pitals had 500 or more employ-
ees. Thirty hospitals had 1,000
or more employees. Hospitals
accounted for 1.7 percent of all
healthcare establishments in Lou-
isiana but 34 percent of the total
employees and 42 percent of the
payroll in the healthcare sector.
Healthcare providers are a major
economic influence within a com-
munity, and, of these healthcare
providers, hospitals are the most
dominant economic contributors

10% 20 30 40 50 60 70 80 in a community’s economy. The

2012 publication of the Louisiana

Workforce Commission reported hospital employment of 102,190 and a payroll of $5.2 billion.” Hos-

pital employment is a significant factor throughout the state based on employment and payroll estimates
of the US Census and the Louisiana Workforce Commission.

Comparing hospitals to other industries provides context for their size and magnitude. These compari-
sons are illustrated in Table 4. The healthcare sector has a large number of establishments compared to
mining, manufacturing, utilities, and construction, but only about three-quarters of the establishments
in retail trade. Healthcare has almost 30 percent more employees than retail trade but a payroll that is
twice as high. According to the 2012 County Business Patterns, although hospitals have very few estab-
lishments, nevertheless they account for about 34 percent of the number of employees working in the
healthcare sector and about 42 percent of the payroll of the healthcare sector. The payroll of the health-
care sector in Louisiana is larger than the payroll of any other industrial classification in the state. The
next largest payroll in Louisiana in 2012 belonged to manufacturing at just over $8 billion with 127,354
employees. The average annual wage in manufacturing is approximately $63,000. In healthcare the
average wage is around $38,000.

Hospitals have, on average, 475 employees per establishment; by comparison, other sectors have much
lower per-establishment employment rates, including manufacturing (38 employees per facility), mining
companies (32 employees per establishment), utilities (22 employees per facility). construction (16 em-
ployees per company), and retail trade (13 employees per establishment). Hospitals are labor-intensive
and people-intensive in terms of providing their services to the public, but they also must be of a certain

size in order to provide the ser-

Table 3. Sources of Net Revenues for Hospitals vices essential to the community.

These factors are major reasons

Year of Survey Sources of Revenues for Hospitals why hospitals become significant

Private Medicare Medicaid Self-pay CCOI’IO.I’IHC agentsin a Commu'nlty.

Hospital employees are typical-

2004 449, 38% 10% 9% ly paid more than other profes-

2007 39 31 16 15 sionals in the healthcare sector.

2009 41 31 20 7 In 2012, hospital employees av-

2011 4l 3 19 8 eraged almost $47,500 annually.
2012 45 35 12 7

2013 1 34 s 7 Other healthcare employees av-

Source: Surveys conducted by the Louisiana Hospital Association.

eraged about $33,500 annually.
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Economic Impacts of Louisiana Hospitals

The economic benefits of the hospital industry expand far beyond the doors of the hospitals and the peo-
ple directly employed by these facilities. Construction activity for hospital facilities also creates jobs for
persons in the construction industry and the related suppliers, in addition to the economic ripple effects
that are associated with major construction projects, such as spending resulting from new income within
a region.? Once the construction project is completed, then the operation of the hospital, as suggested by
the direct employment noted above, creates economic spillovers throughout the economy. The economic
significance of the hospital industry spreads far beyond the doors of the hospitals. These economic im-
pacts are estimated and summarized in the following sections and are evaluated statewide and by DHH
regions (illustrated in Map 1 below).

Construction Actiity and Louisiana Hospitals

The extent of construction activity varies annually among Louisiana hospitals. At any given time, a
hospital may require regular maintenance and upgrading of facilities, but each hospital will not be in
an expansion mode each and every year; however, some hospitals in the region will be expanding so
construction activity is expected to occur annually. From 2012 to 2013 Louisiana hospitals averaged,
based on a survey of Louisiana hospitals, construction expenditures on buildings of $870 million per

year. This average, derived from the survey of

Table 4. Comparisons of Industries in Louisiana, 2012 LOUlsiana hospitalS, lS extrapolated to include
Industry Classification # Business # Employees Establishments ~ Annual Payroll all hospitals in the state. Hospitals also Spent
Establishments with 500 or ($ billions) e .
employees on average $805 million per year on capital
Mining 691 54434 s 3428 expenditures associated with new equipment.
Manufacturing 3,307 127,354 35 8.071 o 3
Lmiac o e ; oo Thes.e construction expenditures led to the
Construction 7926 128,982 19 6.801 creation and support of more than 14,000
Wholesale Trade 5,637 75,843 3 4,077 .
Retail Trade 16,774 223,908 6 5.460 jobs per year for each year that the construc-
Healthcare Sector 12,041 285,950 58 10910 tion projects were going on. The economic
Hospitals 207 98224 3 4653 impact on the statewide economy is illustrat-
Source: County Business Patterns, U.S. Bureau of Census, 2012 ed in Table 5

The construction activity affects the state’s
economy in many ways, from small establishments, such as convenience stores serving the general pop-
ulation, to large establishments that provide business services required by contractors or chemical com-
panies that supply necessary materials. In total, the business establishments in the state experienced
additional business sales of $1.944 billion because of the annual construction expenditures of Louisiana
hospitals. An additional 14,913 jobs are created and supported with personal earnings of $583 million.
These jobs vary and include almost 6,900 jobs in the construction sector, over 3,700 jobs in the service
sector, about 2,100 jobs in wholesale and retail trade, and just over 500 jobs in the financial services
sector. The economic activity associated with the construction of hospital facilities will also lead to an
additional $42.6 million in state tax collections and $35 million in local tax collections per year for the
duration of the construction activity.

Capital expenditures per region are shown in Table 6. Capital expenditures range from a high of over
$240 million in Region 1 to a low of just over $10 million in Region 8. The average capital expenditures
per region for 2007 and 2008 were $92.0 million per year. The capital expenditures will vary over years
with respect to the region in which the capital expenditures are occurring.

The distribution of capital expenditures depends on the construction activity across the state during the



Hospitals and the Louisiana Economy

Table 5. Economic Impact of Construction of Hospitals in Louisiana
(Estimated Construction Outlays of $870 million per year
based on average of estimated capital expenditures in 2012 and 2013)

_ . last two years as based on the 2014 Louisiana

Industry Business Sales Earnings Jobs Created . L. . .
($ millions) ($ millions) Hospital Association Survey. It is not a projec-
tion of what the next two or three years will be

Agriculture & Mining 21.56 431 189 . . .
Construction 885.20 28728 6,885 like in terms of the level of the construction
Manufacturing 228.69 47.86 1,030 activity or the distribution of the construction
Transportation & Utilities 95.52 26.09 471 . H h 1 id
Wholesale & Retail Trade 165.26 60.91 2,107 across regions. However, the overall statewide
Finance, Insurance, Real Estate 147.90 17.36 511 magnitude Of the economic impacts aSSOCiat-
Business and Personal Services 400.16 139.17 3,720 . e . o
- ° - ed with $870 million of construction activity
TOTAL 1,944.3 583.0 14913 can be projected to other years if hospitals in
Source: Louisiana Input-Output Model, RIMS Il and 2014 Hospital Survey general continue to average this amount of

construction activity.’

These construction expenditures refer only to
new buildings, improvement and renovation of existing buildings, and other such expenditures. Capital
expenditures relating to the purchase of new equipment are not included in these computations since the
new equipment could be purchased from out-of-state vendors, so the impact on the Louisiana economy
would be minimal.

Ongoing Impact and Support of Lowrsiana Hospitals for the Louisiana Economy

Total estimated hospital expenditures, including payroll plus expenditures on supplies and other services,
amount to $14.1 billion in 2013. This estimate of total expenditures by hospitals is based on the 2014
survey of Louisiana hospitals extrapolated to include all hospitals in the state. Hospital expenditures
serve as an important economic input in promoting, requiring, and supporting jobs in the state and
local economies. Hospital expenditures are also recurring: the construction of a hospital facility may be
a short-term stimulus to the state and local economy since the construction project will be completed
within a two or three-year period, but the operation of a hospital is ongoing.

A summary of the estimated statewide economic impacts related to hospital expenditures of $14.1 bil-
lion is presented in Table 7. Overall business activity as measured by business sales, including the direct
hospital expenditures of $14.1 billion, amounts to $29.9 billion. Personal earnings associated with these
business transactions amount to almost $12.0 billion with 294,548 direct and indirect jobs supported by
the hospital expenditures. These jobs vary to include not only the actual hospital workers, but also con-
struction jobs that might be associated with building homes for hospital employees and service related
jobs including persons working in wholesale and retail trade, or persons working in other personal and
business services

The overwhelming majority of the jobs will be in the personal and business services sector of the econo-
my. This is not surprising since all of the hospital jobs and related healthcare activities are in the service
sector of the economy. Hospital expenditures support over 135,000 jobs in the service sector of the
economy that are not hospital employees. These jobs vary widely to include professional services (such as
consulting, legal, or accounting services), repair services, entertainment and recreational activities, and
related healthcare services. In addition, almost 30,000 jobs are supported in wholesale and retail trade
ranging from department store personnel and food service workers to more directly related vocations
such as pharmacists. Jobs are also created in agriculture and mining, construction, manufacturing, and
transportation and communications. Some new employees of the hospital sector or related companies
will require the construction of homes and apartments, will demand accessible commercial establish-
ments, and will require transportation services and communication and utility services. The point is that
new employees typically mean new residents, which entails increased demand for services followed by
supply — a truly demonstrative illustration of economic ripple effects.
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Table 6. Distribution of Economic Impacts Associated with Capital
Expenditures, 2012-2013

(based on average of capital expenditures in DHH regions)

Hospital expenditures become the basic eco-

DHH Region Business Sales Personal Earnings Jobs Supported Local Taxes nomic input that supports a Variety of eco-
(3 millons) __($ millions) _and Created  ($millions)  nomic transactions and jobs. These economic
New Orleans 6303 189.0 4,834 1.3 activities are supported throughout the state
Baton Rouge 455.9 136.7 3,497 8.2 : : * et
oo e o 734 " wos '3 since hospltals are distributed throug.hoiut the
Lafayette 2335 70.0 1,791 42 state. Major manufacturers have a significant
/';jke C:a.r'es '64'20 T'g '4077 g'? impact on the state’s economy, but this impact
exandria . . . . . .
Shreveport-Bossier  149.4 448 1,146 27 is typically concentrated in the area of the state
Monroe 726 21.8 557 1.3 in which the manufacturer is located. Hospitals,
Northshore 308.8 92.6 2,368 5.6 .
on the other hand, are distributed throughout
State ($870 million)  1.944.3 583.0 14913

35.0 the state since the persons they serve are scat-
tered throughout the state.

The reason for the connection of hospital expenditures to other employment in the region is the la-
bor-intensive nature of hospital services. Hospitals hire large numbers of people to carry out their re-
sponsibilities. These people require the basic services to satisfy their lifestyle.

Hospital expenditures have a major economic impact on the state in terms of business activity, house-
hold earnings, and overall jobs supported. The net impact on the state is diminished since many of the
funds for healthcare activities will be either private dollars spent by citizens of the state or direct state ap-
propriations, and these dollars could be spent in a number of ways. However, once the spending pattern
is established, the establishment of hospitals and other healthcare facilities create a major economic force
within the state. Similarly, hospital expenditures have a substantial impact on all regions of the state since
hospitals are scattered throughout the state. A major reduction in hospital expenditures in any part of
the state will create economic ripples that will be difficult to offset quickly by other economic measures.

Impact on State and Local Tax Collections

Any impact on overall economic activity, including business transactions, household earnings, and jobs,
will also lead to state and local tax collections since state and local taxes are sensitive to how well the
economy is doing. The overall economic activity that is supported by hospital expenditures, in turn, leads
to $868 million in state tax collections and $714 million in local tax collections. The state tax collections
include sales and income taxes, excise taxes, and other business taxes. These are taxes that are paid by
persons and businesses around the state since the economic activity covers every sector of the state’s
economy. Local taxes include sales taxes, property taxes, and other minor taxes that are collected by local
governments. State collections of $868 million represent about 7 percent of all taxes and fees collected
by the state government.

Ongoing Economic Impact of Hospital Expenditures by DHH Region

The estimated distribution of the economic impact by DHH region is presented in Table 8. Jobs creat-
ed and supported vary from over 53,000 in the New Orleans region (Jefferson, Orleans, Plaquemines,
and St. Bernard) to about 18,000 in Regions 5 (Allen, Beauregard, Calcasieu, Cameron, and Jefferson
Davis) and about 20,000 in Region 6 (Avoyelles, Catahoula, Concordia, Grant, LaSalle, Rapides, Ver-
non, and Winn). The most important characteristic is the disbursement of economic benefits associated
with healthcare and hospital expenditures. Direct spending by hospitals has a substantial earnings and
employment impact throughout the state. This also suggests that local tax collections will be spread
throughout the state.

Local tax collections directly related to the economic activities of hospitals are also illustrated in Table 8
by region. These local tax collections are related to the business activities associated with hospitals, em-
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Table 7. Statewide Economic Impact of

ployees of hospitals spending their paychecks,

Operation of Hospitals in Louisiana, 2013 companies that provide products and services

(Estimated Hospital Expenditures of $14.1 billion, derived from 2014 Hospital Survey)

to hospitals, persons who work for these com-

panies, and so on. Hospitals support over $128

Industry Business Sales Earnings Jobs Created

($ millions) ($ millions) million of local tax collections in the New Or-
Agriculture & Mining 43726 82,49 2,094 leans region and $107 million in the Baton
Construction 361.24 112.38 2,355 Rouge DHH district.
Manufacturing 2,483.80 406.42 6,646
Transportation & Utilities 2,623.86 613.69 11,764 All districts collect at least $40 million in local
Wholesale & Retail Trade 2,190.31 880.31 29,860 . . . .
Finance, Insurance, Real Estate 3,386.97 31621 6,082 tax collections with the Lafayette district col-
Business and Personal Services 18,515.89 9,482.23 235,747 lecting just over $90 million. These local tax
TOTAL 29.999.3 11.893.7 294,548 collections fund school districts, parish and mu-

Source: Louisiana Input-Output Model, RIMS Il and 2014 Hospital Survey

nicipal governments, special districts, sheriffs,
and other local activities.

Medicaid and Hospital Expenditures

Healthcare services in the United States and in Louisiana are supported by a variety of payment plans,
including private insurance, health maintenance organizations, and self-pay, but two influential payment
plans are public programs, namely Medicaid, a joint state and federal government program for specific
individuals and families that are unable to pay for healthcare services for themselves, and Medicare, a
federally sponsored program for healthcare services for the elderly. The state and federal government
jointly fund the Medicaid program. In Louisiana the federal government pays 62.05 percent of the
Medicaid outlays according to the Federal Medical Assistance Program (FMAP). There is also an en-
hanced FMAP in which the federal government pays 73.44 percent of the healthcare costs, so the state
contributes 26.64 cents to get one dollar. The Medicare program is funded entirely through the federal
government.

The different sources of net hospital funding in Louisiana are shown in Table 9. Some hospitals serve a
substantially older population so a large majority of their revenues are Medicare-related. Other hospi-
tals, due to location, may serve a less afluent market so their revenues are influenced by Medicaid-related
patients. Medicare- and Medicaid-related revenues represent over 50 percent of total hospital revenues.

It is estimated from the 2014 Hospital Survey that Medicaid hospital expenditures constituted approxi-
mately 18 percent of all hospital revenues in 2013 and 12.5 percent in 2012. This estimate varied over
time and will vary across the state: over 30 percent of revenues in New Orleans and close to 30 percent
in the Shreveport-Bossier area come from the Medicaid program. Hospitals in Baton Rouge get about
9 percent of their net revenues from Medicaid-insured patients. Houma-Thibodaux only gets about 5

percent of its net revenues from Medicaid-re-

Table 8. Economic Impact of Operation of lated patients, while the Northshore hospitals
Hospitals in Louisiana By DHH Region, 2013 get just under 8 percent of their net revenues
(Estimated Hospital Expenditures of $14.1 billion, derived from 2014 Hospital Survey) P
from Medicaid.
DHH Region Business Sales Personal Earnings Jobs Supported Local Taxes .. .
($ millions) ($ millions) and Created ($ millions) The economic mpacts of the Medicaid hos-

pital expenditures are shown in Table 10

New Orleans 5,399.9 2,141 53,019 128.5 . . .
Baton Rouge 44999 1784 44182 107.0 by stat§ and by region. Medicaid hospltal
Houma-Thibodaux ~ 2,699.9 1,070 26,509 64.2 expenditures statewide support 48,653 jobs
Lafayette 3,899.9 1,546 38,291 928 . . i
Lake Charles 18000 ) 17673 s with .pe'rsonal e.armngs of $1,964.5 million.
Alexandria 2,100.0 833 20,618 50.0 Medicaid hospital expenditures supported
Shreveport-Bossier ~ 3,599.9 1,427 35,346 85.6

Monroe 2,399.9 951 23,564 57.1

Northshore 3,599.9 1,427 35,346 85.6

State ($14.1 billion) 29,999.3 11,8937 294,548 7140
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Table 9. Sources of Net Revenues for Payment of Hospital Charges,
Based on 2014 Hospital Survey

the largest number of jobs in the New Orleans

DHH Regi % Privat % Medi % Medicaid % Self- . . .

ceen e ecieare e ey area with 11,655 jobs and with local tax col-

lections of $28 million, the Shreveport-Bossier

New Orleans 36.3 30.0 31.7 2.0 . . . e
Baton Rouge 480 128 e 103 region with over 19,000 jobs and $25 mllhpn
Houma-Thibodaux ~ 46.3 39.8 5.1 838 of local tax collections, the Monroe area with
Lafayette 418 338 12.2 12.1 .
Lake Charles £ 329 2 123 over 5,000 jobs created anq supported and $12
Alexandria 448 359 13.5 5.8 million of local tax collections, and the Alex-
Shreveport-Bossier 30.1 39.8 28.2 1.9 : :
Monron 363 B EE o8 'andrla, Lake Charles, and Lafayette areas with
Northshore 436 348 7.7 13.9 jobs created and supported between 4,000 and
St 13 136 180 o 5,000 jobs with between $10 and $12 million of

local tax collections. In total, local tax collec-

Source: 2014 Hospital Survey

tions amount to almost $118 million. The state
receives almost $138 million in state collections.

The Economic Impact of Reducing Medicard Hospital Expenditures

Reducing any major government program obviously creates an economic downturn for persons pro-
viding the services for which the government is paying and for communities in which this service is
concentrated. Reducing Medicaid expenditures is leveraged since the federal government matches the
state government’s contribution to the Medicaid program with 62.05 cents for every 37.95 cents the state
contributes. A reduction of direct expenditures by the state on the Medicaid program of $150 million is
the equivalent of reducing expenditures by $395 million given the federal match.

The projected economic impact of this $395 million reduction in Medicaid hospital expenditures would
be a reduction of 8,144 jobs statewide, a reduction in personal earnings of $329 million, and a reduc-
tion in overall business transactions of just over $800 million. On average each parish will lose 127 jobs
and each region on average will lose 904 jobs. Medicaid is a leveraged program, so every time the state
decides to cut back spending on Medicaid, the federal government also cuts back spending. This is a
dimension of the Medicaid program that needs to be understood.
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Summary and Conclusions

The healthcare sector in Louisiana, including 207 hospitals, provides a range of healthcare services to
the citizens of Louisiana. In providing essential healthcare services, the industry becomes an important
economic force within the communities and the state. Almost 286,000 persons, with an estimated payroll
approaching $11 billion, work for 12,039 healthcare establishments with 58 of these establishments have
500 or more employees. In addition, the healthcare sector accounts for approximately 16 percent of the

state’s private payroll. Hospitals alone account for almost 100,000 employees and an annual payroll of
$4.6 billion.

Hospitals are scattered throughout the state in order to provide the necessary medical services to the resi-
dents of the state. The New Orleans MSA represents about 27 percent of total hospital employees in the
state, while the 35 rural parishes (those parishes not assigned to a MSA) account for 18 percent of total
hospital employees. Baton Rouge MSA, with its regional medical facilities, accounts for 14 percent of
all hospital employees, while the Shreveport MSA accounts for almost 15 percent of hospital employees.
Lafayette MSA accounts for 6 percent of statewide hospital employees. Alexandria MSA accounts for
almost 7 percent of the state’s hospital employees, Monroe MSA for 5.0 percent, Lake Charles MSA for
just over 3 percent, and Houma-Thibodaux MSA for just over 3 percent.

Hospitals generate economic activity throughout the economy due to the magnitude of expenditures,
including payroll and construction activity. Hospitals engaged in construction projects for 2012 and
2013 averaged annual capital expenditures on building and building improvements of approximately
$870 million. This construction activity led to the creation and support of 14,913 jobs within the state,
only half of which was directly in the construction industry; about one-third of these jobs were related
to services including wholesale and retail trade and the business and personal services sector. Because of
this economic activity, the state collects about $43 million in net new taxes and local governments about
$35 million in additional local tax collections. These jobs and additional tax collections, of course, last
as long as the construction activity; however, in the hospital industry, there will always be construction
activity, varying by region.

Hospitals are ongoing enterprises with estimated total expenditures of $14.1 billion per year. This sub-
stantial economic input leads to the creation and support of more than 290,000 jobs in the Louisiana
economy with related personal earnings of $11.9 billion. These jobs vary from those created specifically
at the hospitals to those required in order to fulfill the demands of new residents and workers at the hos-
pitals. These jobs are spread around the state with the following approximate distribution:

. 53,019 in Region 1 (Jefferson, Orleans, Plaquemines, and St. Bernard),

. 44,182 in Region 2 (Ascension, East Baton Rouge, East Feliciana, Pointe Coupee, West Baton
Rouge, and West Feliciana),

. 26,509 in Region 3 (Assumption, Lafourche, St. Charles, St. James, St. John the Baptist, and
Terrebonne),

. 38,291 in Region 4 (Acadia, Evangeline, Iberia, Lafayette, St. Landry, St. Martin, and Vermilion),
. 17,673 in Region 5 (Allen, Beauregard, Calcasieu, Cameron, and Jefferson Davis),

. 20,618 in Region 6 (Avoyelles, Catahoula, Concordia, Grant, LaSalle, Rapides, Vernon, and
Winn),

. 35,346 in Region 7 (Bienville, Bossier, Caddo, Claiborne, DeSoto, Natchitoches, Red River, Sa-
bine, and Webster),

14



Hospitals and the Louisiana Economy

. 23,564 in Region 8 (Caldwell, East Carroll, Franklin, Jackson, Lincoln, Madison, Morehouse,
Ouachita, Richland, Tensas, Union, and West Carroll), and

. 35,346 in Region 9 (Livingston, St. Helena, St. Tammany, Tangipahoa, and Washington).

The overall economic activity that is supported by hospital expenditures, in turn, leads to $868 million
in state tax collections and $713 million in local tax collections.

Hospitals are funded through private insurance plans, self-paying customers, and public programs,
namely Medicare for the elderly and Medicaid for the less affluent. The Medicaid program is especially
important since it is a matching program with the state receiving federal support dependent upon state
contributions — the federal government contributes about 62 cents of every dollar and the state contrib-
utes about 38 cents of each Medicaid dollar. In Louisiana in 2013, 18 percent of net revenues were Med-
icaid-related as compared to 12.5 percent in 2012. Medicaid-related expenditures led to the creation and
support of 48,653 jobs with personal earnings of $1.94 billion.

Reducing any major government program obviously creates an economic downturn for persons provid-
ing the service for which the government is paying and for communities in which this service is concen-
trated. Medicaid contributions are leveraged and have exacerbated effects due to the federal-matching
program - if the state reduces its direct expenditures for Medicaid by §150 million, the state will lose an
additional $245 million of federal dollars for an overall reduction of $395 million.

The projected economic impact of this $395 million reduction in Medicaid hospital expenditures would
be a reduction of 8,144 jobs statewide, a reduction in personal earnings of $329 million, and a reduction
in overall business transactions of just over a $800 million. On average, each parish will lose 127 jobs and
each region on average will lose 904 jobs.

Hospital expenditures have a major economic impact on the state in terms of business activity, personal
earnings, and overall jobs created and supported. Similarly, hospital expenditures have a substantial im-
pact on all regions of the state since hospitals are scattered throughout the state. A major reduction in
hospital expenditures in any part of the state will create economic ripples that will be difficult to offset
immediately by other economic measures.
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Map of DHH Regions and Metropolitan Statistical Areas
(Percent of State Population)
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Notes

! During the past year, public hospitals have been gradually closed down with their patient care
being transferred to private or not for profit hospitals. These changes may affect the source of
revenues for the private hospitals taking on this new responsibility, but hospitals are still playing
a major role in the provision of healthcare services to the communities across Louisiana.

2 As examples, see the Memphis Medical District, the Texas Medical District in Houston, the
Cleveland Institute of Medicine, and the Medical District of Birmingham on the campus of the
University of Alabama in Birmingham, Alabama.

* As an example of a hospital being important to a region’s development, follow the story of St.
Bernard Parish where the St. Bernard Parish Hospital has just opened its doors after Hurricane
Katrina in 2005. The parish of over 40,000 persons has been without direct hospital care in the
parish since Katrina.

* This matching ratio varies with the policies of the federal government. The American Recovery
and Reinvestment Act of 2009 provided a higher federal government match Medicaid for several
years, but ultimately Louisiana will have a FMAP (Federal Medical Assistance Percentage) rate
of approximately 62%. The FMAP rate, at one time, was approximately 70%, but due to rising
income associated with the surge in incomes associated with the Katrina recovery, the FMAP
rate has been diminished in Louisiana.

* County Business Patterns, 2012. The Louisiana Workforce Commission, 2012 Annual Aver-
age, reported an employment estimate of just over 289,000 for healthcare and social assistance.
Hospital employment from the Louisiana Workforce Commission is estimated to be just over
105,000.

¢ Data derived from surveys distributed by the Louisiana Hospital Association in each respective
year.

7 Louisiana Workforce Commission, Annual Report, 2012.

# The methodology used to trace and estimate the economic impact of the construction and
operation of hospitals on the regional economy and the Louisiana economy is the input-output
(I/0) model, an economic model that describes inter-industry relations within a state and re-
gion. The input-output model mathematically describes the transactions necessary among var-
ious industries as these industries produce goods and services for consumers, other businesses
and industries, and government. It provides a systematic method to analyze inter-industry re-
lationships.

° In the 2011 survey average capital expenditures per year for all regions were just over 900 mil-
lion, while back in 2007 it was just slightly less than $600 million.
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