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The Economic Impact of the Health Sector on the Economy
of the Beaver County Memorial Hospital Medical Service Area
in Beaver County, Oklahoma
Medical facilities have a tremendous medical and economic impact on the community in
which they are located. This is especially true with health care facilities, such as hospitals and
nursing homes. These facilities not only employ a number of people and have a large payroll,
but they also draw into the community a large number of people from rural areas that need
medical services. The overall objective of this study is to measure the economic impact of the

health sector on the economy of Beaver County Memorial Hospital. The specific objectives of

this report are to:

1. Summarize the direct economic activities of the health sector,
2. Review concepts of community economics and multipliers, and
3. Estimate the secondary impacts of the health sector on Beaver County Memorial

Hospital medical service area.

No recommendations will be made in this report.




Beaver County Memorial Hospital Medical Service Area
Demographic and Economic Data

General demographic data for Beaver County Memorial Hospital medical service area is
presented in Table 1. The primary service area for Beaver County Memorial Hospital in Beaver
is considered to be all of Beaver County. Table 1 shows the population of the county and the
percent change in population from the 1990 census to the 2000 census. The city of Beaver
population decreased 1.8% from 1,599 to 1,570. The community of Gate also showed a decrease
in population; Gate decreased 29.6% from 159 to 112 between 1990 and 2000. The community
of Forgan increased 9.7% and Knowles 77.8%. The balance of Beaver County decreased 4%
from 3,762 to 3,611. Overall, the entire population of Beaver County decreased from 6,023 in
1990 to 5,857 in 2000. Beaver County Memorial Hospital’s medical service area decreased
2.8% over the ten year period.

The latest census information for the communities in the Beaver County Memorial
Hospital service area as well as for Beaver County is attached as Appendix A.

Employment data for Beaver County are presented in Table 2; the 1999 data are from the
Bureau of Economic Analysis, Regional Economic Information System, and the 2000 data are
from Woods & Poole Economics, Inc. According to the data from 2000 the sectors with the
largest employment are government and governmental enterprises (573), services (382), and

mining (265). Beaver County has a government, services, and mining economic base.



Table 1
Population of Beaver County, Oklahoma

1990 2000 % Change

POPULATION Population Population 1990-2000
Beaver 1,599 1,570 -1.8%
Forgan 485 532 9.7%
Gate 159 112 -29.6%
Knowles 18 32 77.8%
Balance of Beaver County 3,762 3,611 -4.0%
Totals 6,023 5,857 -2.8%

SOURCE: Population data from the U.S. Bureau of the Census, 1990, 2000



Table 2
Employment of Beaver County, Oklahoma

1999 2000
Total full- and part-time employment 3,124 3,138
Wage and salary employment 1,496 NA
Proprietors' employment 1,628 NA
Farm proprietors' employment 953 NA

By Industry:

Farm employment 1,055 1,049
Nonfarm employment 2,069 2,089
Private employment 1,500 1,040
Ag, serv., for., fishing, and other (D) 85
Mining 252 265
Construction (D) 106
Manufacturing (D) 75
Transportation and public utilities 168 167
Wholesale trade (D) 62
Retail trade 240 239
Finance, ins., and real estate 134 135
Services 381 382
Government and govt. enterprises 569 573
Federal, civilian 34 33
Military 30 30
State and local 505 510

SOURCE: 1996-1999, Regional Economic Information System,
Bureau of Economic Analysis, 1999 and
2000 Data, Woods & Poole Economics, Inc.



The Direct Economic Activities

Employment and payroll are the important direct economic activities created in Beaver
County Memorial Hospital medical service area from the health sector. The health sector is
divided into the following components:

e Hospitals

e Doctors and Dentists (includes other medical professionals)

e Other Medical and Health Services (includes home health care and county health
departments)

The health sector in Beaver County Memorial Hospital medical service area employs 124
full-time equivalent employees and has an estimated payroll of $3,260,486 (Table 3). The
health sector in Beaver County Memorial Hospital medical service area includes the hospital
component, doctors, dentists, and other medical professionals component, and other medical and
health services component. The hospital component includes two clinics, a pharmacy,
emergency medical services, and a nursing home. The medical professionals component
includes two physicians, one dentist, one physical therapist, and two chiropractors.

The Hospital component employs 99 people with an annual payroll of $2,027,486. The
Doctors, Dentists, and Other Medical Professionals component employs 12 full-time equivalent
employees with an annual payroll of $783,000. The Other Medical and Health Services
component employs 13 employees for an annual payroll cost of $450,000. The total number of

direct employees for the Beaver County Memorial Hospital medical service area is 124 with a

direct payroll total of $3,260,486.



Table 3
Direct Economic Activities of Health Sector
in Beaver County, Oklahoma

Estimated Estimated
Components Employees Payroll
Hospital 99 $2,027,486
Includes Beaver County Memorial,
Beaver Clinic, Turpin Clinic, pharmacy,
emergency medical services, & nursing home
Doctors, Dentists, and Other
Medical Professionals 12 $783,000
Includes 2 physicians, 1 dentist,
1 physical therapist, and 2 chiropractors
Other Medical and Health Services 13 $450,000
Includes 1 home health agency, &
the county health department
TOTALS 124 $3.260.486

SOURCE: Local employment data and estimated payroll dollars



In summary, it should be noted that many rural communities have a large number of
elderly, and the ranchers and farmers often retire in the towns. Thus, Nursing and Protective
Care facilities are an important component of the health sector. The health sector is vitally
important as a community employer and important to the community's economy. The health
sector definitely employs a large number of residents. The health sector and the employees in
the health sector purchase a large amount of goods and services from businesses in Beaver
County Memorial Hospital medical service area. These impacts are referred to as secondary
impacts or benefits to the economy. Before the secondary impacts of the health sector are

discussed, basic concepts of community economics will be discussed.



Some Basic Concepts of Community Economics and
Income and Employment Multipliers

Figure 1 illustrates the major flows of goods, services, and dollars of any economy. The
foundation of a community’s economy is those businesses that sell some or all of their goods and
services to buyers outside of the community. Such a business is a basic industry. The two
arrows in the upper right portion of Figure 1 represent the flow of products out of, and dollars
into, a community. To produce these goods and services for "export" outside the community, the
basic industry purchases inputs from outside of the community (upper left portion of Figure 1),
labor from the residents or "households" of the community (left side of Figure 1), and inputs
from service industries located within the community (right side of Figure 1). The flow of
labor, goods, and services in the community is completed by households using their earnings to
purchase goods and services from the community's service industries (bottom of Figure 1). It is
evident from the interrelationships illustrated in Figure 1 that a change in any one segment of a
community's economy will have reverberations throughout the entire economic system of the
community.

Consider, for instance, the closing of a hospital. The services section will no longer pay
employees and dollars going to households will stop. Likewise, the hospital will not purchase
goods from other businesses and dollar flow to other businesses will stop. This decreases
income in the "households" segment of the economy. Since earnings would decrease,
households decrease their purchases of goods and services from businesses within the "services"
segment of the economy. This, in turn, decreases these businesses' purchases of labor and
inputs. Thus, the change in the economic base works its way throughout the entire local

economy.






Figure 1.

Basic
Industry Products

Community Economic System
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The total impact of a change in the economy consists of direct, indirect, and induced
impacts. Direct impacts are the changes in the activities of the impacting industry, such as the
closing of a hospital. The impacting business, such as the hospital, changes its purchases of
inputs as a result of the direct impact. This produces an indirect impact in the business sectors.
Both the direct and indirect impacts change the flow of dollars to the community's households.
The households alter their consumption accordingly. The effect of this change in household
consumption upon businesses in a community is referred to as an induced impact.

A measure is needed that yields the effects created by an increase or decrease in
economic activity. In economics, this measure is called the multiplier effect. A type III
multiplier is used in this report. It is defined as:

Type III' -is the ratio between direct employment, or that employment used by the
industry initially experiencing a change in final demand and the direct,
indirect, and induced employment.

A Type III employment multiplier of 3.0 indicates that if one job is created by a new

industry, 2.0 jobs are created in other sectors due to business (indirect) and household (induced)

spending.

'The Type III multiplier is a modified Type II multiplier and is calculated slightly differently
than normal type II methodology. Researchers feel it is more accurate. For specific reasons and
how to calculate see [1].
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Secondary Impacts of Health Sector on the Economy
of Beaver County Memorial Hospital Medical Service Area

Employment and income multipliers for the area have been calculated by use of the
IMPLAN model. It was developed by the U.S. Forest Service® and is a model that allows for
development of county multipliers. The Type III employment multipliers for the components of
the health sector are shown in Table 4, column 3. The Type III employment multiplier for the
hospital component is 1.52. This indicates that for each job created in that sector, .52 jobs are
created throughout the area due to business (indirect) and household (induced) spending. The
Type III employment multipliers for the other health sector components are also shown in Table
4, column 3. The Type III income multiplier for the hospital sector is 1.61 (Table 4, column 6).
This indicates that for each dollar created in that sector, .61 dollars are created throughout the
area due to business (indirect) and household (induced) spending. The Type III income
multipliers for the other health sector components are also given in Table 4, column 6.

Applying the employment multipliers to the employment for each of the health sector
components yields an estimate of each component’s employment impact on Beaver County
Memorial Hospital medical service area (Table 4, columns 2, 3, and 4). For example, the
hospital has an employment of 99 employees; applying the Type III employment multiplier of
1.52 to the employment number of 99 brings the total employment impact of the hospital to 151
employees (99 x 1.52 = 151). The Doctors, Dentists and Other Medical Professionals
component has a direct impact of 12 employees and with the application of the Type III

multiplier of 1.45;

*For complete details of model, see [1] and [2].
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Table 4
Economic Impact of the Health Sector
on Employment and Income in the Beaver County Memorial Hospital Medical Service Area

(D ) 3) “ &) (6) (7 ®) )

Health Sector Employment Income Retail One Cent

Component Employees  Multiplier Impact Income  Multiplier  Impact Sales Sales Tax

Hospitals 99 1.52 151 $2,027,486 1.61 $3,264,253 $986,131 $32,643

Drs. & Dentists 12 1.45 17 $783,000 1.26 $986,580 | $298,046 $9,866
Other Medical &

Health Services 13 1.33 17 $450,000 1.34 $603.000 | $182.166 $6.030

TOTALS 124.43 185 $3,260,486 $4,853,833 | §1,466,343 $48,539

SOURCE: Employment and Income from local data; multipliers from 1998 IMPLAN and local retail sales capture ratio from

BEA and US Census Bureau
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the total impact comes to 17 employees. The Other Medical & Health Services component has a
direct impact of 13 employees, an employment multiplier of 1.33, and a total employment impact
of 17 employees. The total employment impact of the health sector in Beaver County Memorial
Hospital medical service area is estimated at 185 employees (Table 4, total of column 4).

Applying the income multipliers to the income (payroll) for each of the health sector
components yields an estimate of each component’s income impact on the Beaver County
Memorial Hospital medical service area (Table 4, columns 5, 6, and 7). The Hospital
component has a total estimated payroll of $2,027,486; applying the Type III income multiplier
of 1.61 brings the total hospital income impact to $3,264,253 ($2,027,486 x 1.61 = $3,264,253).
The Doctors, Dentists, and Other Medical Professionals have a total income impact of $986,580,
based on the application of the income multiplier of 1.26 to the payroll of the medical
professionals component of $783,000. The Other Medical & Health Services component has an
income impact of $603,000, based on the direct payroll of $450,000 and the income multiplier of
1.34. The total income impact of the health sector in Beaver County Memorial Hospital medical
service area is projected at $4,853,833 (Table 4, total of column 7).

Income also has an impact on retail sales. If the county ratio between retail sales and
income continues as in the past several years, then direct and secondary retail sales generated by
the health sector and its employees equals $1,466,343 (Table 4, total of column 8). Each of the
health sector components’ income impact is utilized to determine the retail sales and a one-cent
sales tax collection for each component. Then the components are totaled to determine the direct
and secondary retail sales generated by the health sector. A one-cent sales tax collection is
estimated to generate $48,539 in the Beaver County Memorial Hospital medical service area as a

result of the total health sector income impact (Table 4, total of column 9). This estimate is
14



probably low, as many health care employees will spend a larger proportion of their income in
local establishments that collect sales tax. The bottom line is that the health sector not only
contributes greatly to the medical health of the community, but also to the economic health of the

community.
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Summary

The economic impact of the health sector upon the economy of Beaver County Memorial
Hospital medical service area is tremendous. The health sector employs a large number of
residents, similar to a large industrial firm. The secondary impact occurring in the community is
extremely large and measures the total impact of the health sector. If the health sector increases
or decreases in size, the medical health of the community, as well as the economic health of the
community, are greatly effected. For the attraction of industrial firms, businesses, and retirees, it
is crucial that the area have a quality health sector. Often overlooked is the fact that a
prosperous health sector also contributes to the economic health of the community.

For additional information, contact your local county extension office.
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