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Executive Summary

The economic impact of the closure of public facilities on local economies varies according to
(1) the size of the facilities and its direct economic footprint on the economy and (2) the size and
economic composition of the community itself. In times of high unemployment, as in the
present case, the economic impacts are likely to be felt more strongly as the possibilities of
employees finding alternative jobs may be significantly reduced. While re-location is an option
for many employees, there is no guarantee that job prospects will be better elsewhere in the state
— or even in other parts of the country. Further, given the depressed state of the housing market,
with many communities experiencing times on the market in excess of 14 months, employees
who have invested in homes may not be able to contemplate relocation.

The closure impact reveals that Murphysboro will have a large total employment effect since for
every facility job in excess of 0.5 additional jobs are created in the region. Further the closure of
this facility is likely to reduce state and local (sales) income taxes and thus may have a negative
impact on the provision of other public services — schools, health care, road maintenance and so

forth.

The analysis only looks at the impacts without any consideration of mitigating programs.



Glossary of Terms

To assist the reader in the interpretation of the results, a brief introduction to impact analysis and

a glossary of terms is provided in this section.
Linkages

A regional economy like the one characterizing the Chicago Metropolitan area has several
important features. First, sectors in a metropolitan economy are linked — some directly, others
indirectly. For example, a sector producing automobile parts that are shipped to the final
assembly line would represent a direct linkage between two sectors. Assume the automobile
component supplier purchases some fabricated metals products from another supplier; this too

represents a direct linkage. However, the fabricated metals producer has an indirect linkage to

the automobile assembly producer. Although not directly dependent on automobile production,
the fabricated metal producer is clearly indirectly dependent on the production levels of the
assembler. Hence, while many sectors of the economy are linked directly, many if not more are

linked indirectly. In short, no one is independent in the economic system.

Ripple or Multiplier Effects

Consider the case just reviewed; assume automobile production increases. Now, the assembler
will require more components: this will generate a direct effect — and a column in the tables in
this report will indicate the size and sectoral composition of these direct effects. But we know
that the impacts will not stop here; the component supplier will purchase more fabricated metal
products, the fabricated metal producer will buy more steel, the steel producer will buy more iron
ore or scrap and so forth. What we have described here are the multiple levels of the ripple
effect — a direct change in one sector leads to expansion in other sectors of the economy. These

sector-to-sector effects are referred to as indirect effects — and these too are shown in the

summary tables.

During this whole process, firms need to purchase not only components and materials from other
sectors, but they also have to pay wages and salaries to their employees. In turn, these
employees will generate their own ripple effect. For example, an assembly line worker will use
the extra income earned from overtime (assumed to occur to meet the additional demand) to take

his/her family to dinner. Part of this expenditure becomes income to the waiter; he spends the



money at the dry cleaners and part of that expenditure is used by the owners of the dry cleaning
business to buy lumber to renovate their house. Part of this expenditure will be used by
employees in the lumber yard to enjoy an evening at the cinema — and so the process continues
until the impact diminishes to zero. This part of the ripple effect is referred to as induced

income impacts.

So we have direct effects and two types of indirect effects — one generated by industry-industry
purchases and sales and one generated by expenditures by employees from wages and salaries.
The summation of these impacts are revealed in the tables as fotal impacts. If the total impacts

are divided by the direct impacts, we obtain the ripple or multiplier effect. Consider the

employment multiplier of 1.5; the interpretation is as follows, for every direct job, an additional

0.5 jobs are generated through a combination of the indirect and induced impacts.



1 Introduction

This report assesses the impact of the closure of I'YC-Murphysboro, on the metropolitan and
regional economy. The local economies are defined as individual counties or aggregations of
counties in the case of metropolitan areas. Closure of these operations will involve the following

impacts:
1. Redirection of non wage and salary expenditures to employees and

2. The impact generated by purchases of goods and services from non-state operated
vendors, many of who may be located outside local economies in which the facilities are

located;

In the first case, the net impact on the region will vary depending on (1) the size of the any
compensation provided to communities to mitigate the negative impacts of job losses and (2) the
degree to which existing employees opt to seek jobs in alternative sectors of the economy in the
same region. The major changes that may occur may result a downsizing in the direct
employment in the alternative facilities and the degree to which the occupational profile of the

workforce in the new facilities mirrors that of the state-run operations.

2 Methodology

Almost all impact studies employ a form of model that assesses the direct and indirect impacts of
any change in an activity on an economy. In this case, REAL used a set of models generated
from IMPLAN data for facilities located outside the Chicago region. All the models attempt to
understand and interpret the way in which a direct effect (in this case the closure of the two
facilities) generates a ripple effect on a reference economy. This ripple effect will arise from (1)
the expenditures of goods and service by employees in the facilities and (ii) through the

purchases of goods and service (including medical supplies, utilities, building maintenance etc).



3 Results

The economic impacts for the facilities proposed for closure are shown in a series of tables
following this narrative. The magnitude of the impacts will vary according to the size of the
facility and the structure of the community or county in which the facility is located. If the local
economy is relatively small, then a larger percentage of the ripple effects will occur in other parts
of the state; hence, the size of the local multiplier or ripple effect will be smaller than that
observed in a larger, more sophisticated economy (such as the Chicago region). While there may
be greater employment opportunities in a larger region, specific openings for the kinds of skills
presented by employees in these facilities may not be available; it is likely that the problems of
finding alternative employment will be greater in smaller communities. A further issue stems
from the ability of employees to relocate where the relocation would involve the sale of a house
or similar property. Given the depressed state of the housing market in some communities,
selling a house may prove to be as difficult as finding another job; in many downstate

communities, time on the market averages more than one year.

Consider the employment impacts; note that in the first column, ‘Direct,” there is only
one entry — the employment at the facility of 96 persons. Similar lone entries can be found in the
‘Income’ and ‘Output’ tables. As a result of the payment of wages and salaries to facility
employees and the expenditures by the facility on goods and services to ensure the operation of
the facility, the columns detail the path of the ripple effects. The ‘Indirect’ column shows the
employment, income and output generated in supplier firms providing the goods and services to
the facility. The ‘Induced’ column shows the impacts of wages and salaries paid the facility
employees and those in firms providing goods and services to the facility as they are spent and
re-spent in the county or community. The final column ‘Total’ sums all these activities. Hence,
the 96 direct jobs generate a further 52.8 jobs for a total impact of 148.8 jobs. Each job in the
facility thus generates another 0.5 jobs elsewhere in the region of impact. In essence, these may
be the aggregations of parts of many jobs — the check-out clerk at the grocery store, a bank teller,
auto repair shop mechanic and so forth. About $9 m worth of total income (direct, indirect and

induced) can be attributed to the facility.



4Impacts on State Sales and Income Taxes

Finally, even though the facility is owned and operated by the state and thus does not incur sales
taxes on goods and services purchased, the inputs into these goods and services are taxed.
Further, employees in the facility and those employees working in firms supplying the goods and
services and in the activities providing consumer goods and services will all pay state income tax.
The table below provides an estimate of the state income and sales taxes generated by the total
impact of the facility on the economy. Property taxes, licenses and other fees, corporate taxes

and so forth were not estimated.

Illinois Youth Center -
Facilities Murphysboro

Sales Tax $228,545
Income Tax $99,138



S Summary Evaluation

The decision to close a facility will generate not only a direct impact but, in some cases,
important indirect effects on the local community or county in which it i1s located. The analysis
conducted here only looks at the negative effects of the closure of the facility; at this time, no
information was available to assess the potential for existing employees to gain alternative
positions in the community. Some of these employees may be rehired by other businesses in the
community, although with unemployment rates over 9% or more in many of these communities,
options may be limited. Others may chose to leave the community in search of jobs elsewhere or
they may choose to change careers and seek positions in another sector of the economy. None of

these actions can be predicted with certainty; each will have a different impact on the community.

However, there are other impacts that have not be considered — the nature and volume of
charitable contributions — both time and money — provided by the facility employees; the impact
of the closure and re-location of facility employees and their families on school district
enrolments and so forth. All of these more qualitative impacts contribute to the fabric of the

local community and may be valued just as highly — even is they are more difficult to measure.



ILLINOIS YOUTH CENTER - MURPHYSBORO

EMPLOYMENT

Description

11 Ag, Forestry, Fish & Hunting

21 Mining

22 Utilities

23 Construction

31-33 Manufacturing

42 Wholesale Trade

44-45 Retail trade

48-49 Transportation & Warehousing
51 Information

52 Finance & insurance

53 Real estate & rental

54 Professional- scientific & tech sves
55 Management of companies

56 Administrative & waste services
61 Educational sves

62 Health & social services

71 Arts- entertainment & recreation
72 Accommodation & food services
81 Other services

92 Government & non NAICs
Total

Multiplier

LABOR INCOME

Description

11 Ag, Forestry, Fish & Hunting

21 Mining

22 Utilities

23 Construction

31-33 Manufacturing

42 Wholesale Trade

44-435 Retail trade

48-49 Transportation & Warehousing
51 Information

52 Finance & insurance

53 Real estate & rental

54 Professional- scientific & tech sves
55 Management of companies

56 Administrative & wasle services
61 Educational sves

62 Health & social services

71 Arts- entertainment & recreation
72 Accommodation & food services
81 Other services

92 Government & non NAICs
Total

Multiplier

Direct
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

96.0
0.0
0.0
0.0
0.0

96.0

1.55

Direct
$0
$0
$0
$0
$0
$0
$0
$0
S0
$0
$0
$0
$0
$0
$0

$6.,434,830
§0

$0

$0

$0
$6,434,830
1.40

Indirect
0.0
0.0
0.1
0.2
0.1
0.8
0.5
0.6
0.8
1.7
1.6
34
1.0
2.0
0.0
1.4
0.1
2.1
1.2
22

20.0

[ndirect
$1,017
$3,208

$12.458

$13,213
$5,627
$48,097
$18,363
$34,686
$39,960
$96,039
$33,323
$231,631
$106,058
$88,738
$334
$92.505
$3.081
$45,745
$30,115
$158,190
$1,062,588

Induced
0.2
0.0
0.1
0.1
0.1
0.7
T
0.6
0.6
1.7
1.3
1.1
0.2
0.5
0.7
7.5
0.6
4.6
2.8
2.0

32.8

Induced
$7.317
$2,532

$13,742
$7.110
$4,803

$42.300
$266,720
$33,255
£26,598
$94,991
$28,468
$77,374
$18,183
$20916
$15,631
$501,521
$13,032
$99.871
$68,082
$140,054
$1,482,500

Total
02
0.1
0.1
03
0.2
1.6
8.2
1.1
1.4
33
2.9

4.5
1.2
2.5
0.8
104.9
0.7
6.6
4.0
4.2

148.8

Total
$8.334
$5,740

$26,200
$20,322
$10,430
$90,397
$285,083
$67,941
$66,558
$191,030
$61,990
$309,005
$124,241
$109,654
$15,965
$7,028,856
$16,113
$145.610
$98.,197
$298,244
$8,979.918



TOTAL OUTPUT

Description

11 Ag. Forestry, Fish & Hunting

21 Mining

22 Utilities

23 Construction

31-33 Manufacturing

42 Wholesale Trade

44-45 Retail trade

48-49 Transportation & Warehousing
31 Information

52 Finance & insurance

53 Real estate & rental

34 Professional- scientific & tech sves
55 Management of companies

36 Administrative & waste services
61 Educational sves

62 Health & social services

71 Arts- entertainment & recreation
72 Accommodation & food services
81 Other services

92 Government & non NAICs
Total

Multiplier

Direct
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
30
$0
$0

$15,075,730
$0

$0

$0

$0
$15,075,730
1.56

Indirect
$3,282
$15,144
$66,333
$39,905
$59,585
$138.383
$37.510
$112,580
$194,992
$383,533
$1,047,164
$519,002
$263,175
$231,454
$737
$216,724
$10,016
$159,287
$93,790
$215.,576
§3,808,372

Induced
$23.612
$11,954
$73,168
$21.472
$50,854
$121,881
$544.,825
$107,937
$129.789
$379.,347
$889,264
$173.367
$45,120
$54,555
$34.479
$1,174,979
$42.368
347,760
$212,031
$190,861
$4,629,622

Total
$26,894
$27.098

$139,501
$61,377
$110,439
$£260,464
$582.335
$220,516
$324,781
$762.879
$1,936,427
$692.369
$308,296
$286,009
$35.216
$16,467.433
$52,383
$507,047
$305,821
$406.,436
$23,513,723



