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Executive Summary

The report examined the impact of the potential closure of the Illinois Youth Center- Kewanee —
on the Henry County, Illinois economy. Using data provided by the Illinois Department of
Juvenile Justice, an economic model of the county was constructed using the IMPLAN system.
The direct impacts, especially in terms of employment and purchases of goods and services were
entered into the model. The results revealed that the predominant impacts were concentrated on
the direct effects. The small size, in economic terms, of Henry County limited the magnitude of
the indirect effects . In total, the estimates yielded a total loss of 195 jobs, $2.7 million in wages
and salaries and just over $55 million in production. The analysis concentrated on the impact of
the closure; no attempt was made to assess the impact of re-use of the facility or the potential for

former employees to find other jobs within the county.
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Glossary of Terms and Models Used in the Analysis

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 state of Illinois has several important
features. First, sectors in an 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. In American Water case, the utility has little direct
connection with supermarkets; yet, indirectly, many supermarket jobs are dependent on the
expenditures made by American Water employees or those employed by suppliers to American
Water.

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 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
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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 some
of this income at the dry cleaners and part of that expenditure is then 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 summations of these impacts are revealed in the tables as total 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.

Models Used

The analysis was conducted using IMPLAN, a proprietary suite of models that has been offered
for several decades by a North Carolina-based company. Inputs provided by the Illinois
Department of Juvenile Justice were entered in a model of Henry County to estimate the
economic impacts, with a focus on production, income and employment as well as a variety of

state and local government taxes.
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1. Introduction

This report provides an assessment of the economic impact of the closure of the
Illinois Youth Center (hereafter the Center), Kewanee, on the Henry County
economy. Data about the operation of the Center, including information on
employees and expenditures on goods and services, were provided by the Illinois
Department of Juvenile Justice. These data were then entered into a model of the
Henry County economy constructed from information provided by the IMPLAN
organization. The resulting outcomes are then presented in terms of impacts on
production (value of goods and services produced), income (essentially wages and
salaries) and employment; summary impacts on major state and local taxes were

also estimated.

The analysis assumed the complete closure of the Center and no re-deployment of
facilities; in addition, it was assumed that none of the employees would be hired by
other companies or organizations. As such, the report can be considered a worst-

case scenario.
2. Methodology

The extended input-output system used in this analysis traces the impacts if a
change in one part of the economy, in this case the closure of the Center, on the
rest of the economy. The primary impacts will come from the loss of jobs,
generating a negative ripple effect on other sectors as lost wages and salaries
would result in a curtailment of spending by former Center employees on a range
of goods and services. In turn, these direct losses would generate a further
negative ripple effect as grocery stores, hardware operations, insurance companies

and so on would find their revenues reduced; in all likelihood, these indirectly
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effected companies might have to curtail part or all of their operations, generating

further losses in employment.
3. Results

Table 1 provides a summary of the main results; more detailed tables are provided
in the Appendix. Table 1(b) provides the economy-wide (Henry County) results.
In the column labeled ‘Employment,’ the direct employees, 178, generate a further
7 jobs in the county for a total impact of 195. The division of these two numbers
(195/178) yields the value 1.09; this is the ‘multiplier,” revealing that each job in
the facility generates a further 0.09 jobs elsewhere in the county. For income, the
multiplier is a little higher; each dollar of income paid to employees generates a
further $0.18 while the impact on production is higher still, a multiplier of 1.69.
The small size of the multipliers reflects the size of the county; Henry County is
home to about 50,000 people of whom 22,400 are employed. As a result, the
ripple effects from any change are likely to be small since the economic base
cannot sustain a diverse set of activities — especially in terms of significant retail.
In all likelihood, much of the indirect effects “leak out” into the Quad Cities
regions. Hence, the major impacts from the closure will be heavily concentrated in

the direct effects.

The main impact on taxes would be through sales (indirect taxes) as shown in table
1c.
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Table 1: Summary Table Economic Impacts

(a) Description

Facility Name: Illinois Youth Center - Kewanee
Number of Direct Employees: 178

Total Employee Compensation: $2,295,000

Location: Henry County

Impact type: Industry Change

IMPLAN Economic Sector:

(b) Economic Indicators

Individual and Family Services (485)

Facility Name Description Employment Income Output
IYC - Kewanee  Direct Impact 178 $2,295,000 $32,821,486
Total Impact 195 $2,706,394  $55,586,697
Multiplier 1.09 1.18 1.69
(c) Taxes Indicators
Facility Name Description State and Local Federal
IYC - Kewanee  Employee Comp. $102,162 $2,205,540
Prop. Income $0 $52,742
Ind. Bus. Tax $1,721,278  $216,375
Households $559,282 $1,615,161
Corporations $121,344  $481,484
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Appendix: Detailed Economic Impacts - Henry County, IL
Employment

Description Direct Indirect Induced Total
Total 178.0 7.6 9.1 194.7
11 Ag, Forestry, Fish & Hunting 0.0 0.0 0.0 0.0
21 Mining 0.0 0.0 0.0 0.0
22 Utilities 0.0 0.0 0.0 0.0
23 Construction 0.0 0.2 0.1 0.3
31-33 Manufacturing 0.0 0.0 0.0 0.0
42 Wholesale Trade 0.0 0.2 0.3 0.6
44-45 Retail trade 0.0 0.1 1.9 2.0
48-49 Transportation & Warehousing 0.0 0.4 0.3 0.7
51 Information 0.0 0.2 0.1 0.3
52 Finance & insurance 0.0 1.0 0.8 1.8
53 Real estate & rental 0.0 1.9 0.4 2.3
54 Professional- scientific & tech svcs 0.0 1.2 0.3 1.6
55 Management of companies 0.0 0.1 0.0 0.1
56 Administrative & waste services 0.0 14 0.4 1.9
61 Educational svcs 0.0 0.0 0.1 0.1
62 Health & social services 178.0 0.0 15 179.5
71 Arts- entertainment & recreation 0.0 0.1 0.2 0.4
72 Accommodation & food services 0.0 0.2 1.1 1.3
81 Other services 0.0 0.6 14 2.0
92 Government & non NAICs 0.0 0.0 0.0 0.0
Multiplier 1.09
Income*
Description Direct Indirect Induced Total
Total $2,295,000 $164,180 $247,214 $2,706,39%4
11 Ag, Forestry, Fish & Hunting $0 $153 $2,214 $2,367
21 Mining $0 $24 $31 $54
22 Utilities $0 $322 $254 $576
23 Construction $0 $8,477 $5,141 $13,618
31-33 Manufacturing $0 $390 $261 $651
42 Wholesale Trade $0 $12,824 $20,713 $33,537
44-45 Retail trade $0 $2,380 $44,276 $46,655
48-49 Transportation & Warehousing $0 $23,259 $17,760 $41,020
51 Information $0 $7,362 $6,363 $13,725
52 Finance & insurance $0 $22,999 $23,305 $46,303
53 Real estate & rental $0 $1,522 $729 $2,251
54 Professional- scientific & tech svcs $0 $39,766 $9,457 $49,223
55 Management of companies $0 $4,072 $945 $5,017
56 Administrative & waste services $0 $20,904 $7,091 $27,995
61 Educational svcs $0 $4 $1,742 $1,746
62 Health & social services $2,295,000 $3 $59,247 $2,354,250
71 Arts- entertainment & recreation $0 $433 $2,349 $2,782
72 Accommodation & food services $0 $2,807 $15,896 $18,703
81 Other services $0 $16,481 $29,441 $45,921
92 Government & non NAICs $0 $0 $0 $0
Multiplier 1.18
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Output
Description Direct Indirect Induced Total
Total $32,821,486  $10,690,344 $12,074,867 $55,586,697
11 Ag, Forestry, Fish & Hunting $0 $174 $1,871 $2,045
21 Mining $0 $1,252 $1,469 $2,721
22 Utilities $0 $368,025 $278,698 $646,723
23 Construction $0 $139,866 $164,386 $304,252
31-33 Manufacturing $0 $19,787 $15,754 $35,541
42 Wholesale Trade $0 $778,444 $632,805 $1,411,250
44-45 Retail trade $0 $72,799 $1,216,063 $1,288,863
48-49 Transportation & Warehousing $0 $378,509 $264,518 $643,028
51 Information $0 $567,064 $608,625 $1,175,689
52 Finance & insurance $0 $2,995,033 $1,539,535 $4,534,568
53 Real estate & rental $0 $770,569 $2,229,655  $3,000,224
54 Professional- scientific & tech svcs $0 $1,678,753 $508,058  $2,186,811
55 Management of companies $0 $257,784 $104,052 $361,836
56 Administrative & waste services $0 $1,243,934 $278,174 $1,522,107
61 Educational svcs $0 $1,007 $156,464 $157,471
62 Health & social services $32,821,486 $585,877 $2,440,610 $35,847,973
71 Arts- entertainment & recreation $0 $31,560 $185,117 $216,677
72 Accommodation & food services $0 $356,970 $801,512  $1,158,482
81 Other services $0 $425,491 $617,723  $1,043,214
92 Government & non NAICs $0 $17,445 $29,778 $47,223
Multiplier 1.69
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Taxes

State and Local

11

Description

Employee
Comp.

Proprietor
Income

Ind. Bus.
Tax

Households

Corporations

Dividends

Sacial Ins Tax- Employee Contribution
Sacial Ins Tax- Employer Contribution
Indirect Bus Tax: Sales Tax

Indirect Bus Tax: Property Tax
Indirect Bus Tax: Motor Vehicle Lic
Indirect Bus Tax: Severance Tax
Indirect Bus Tax: Other Taxes

Indirect Bus Tax: S/L Non Taxes
Corporate Profits Tax

Personal Tax: Income Tax

Personal Tax: Non Taxes (Fines- Fees
Personal Tax: Motor Vehicle License
Personal Tax: Property Taxes

Personal Tax: Other Tax (Fish/Hunt)
Total State and Local Tax

$34,594
$67,567

$102,162

$0

$0

$706,997
$912,847
$23,587
$0
$57,370
$20,477

$1,721,278

$424,858
$87,293
$30,503
$11,320
$5,307
$559,282

$4,375

$116,969

$121,344

Federal

Description

Employee
Comp.

Proprietor
Income

Ind. Bus.
Tax

Households

Corporations

Social Ins Tax- Employee Contribution
Social Ins Tax- Employer Contribution
Tax on Production and Imports: Excise Taxes

Tax on Production and Imports: Custom Duty
Tax on Production and Imports: Fed NonTaxes

Corporate Profits Tax
Personal Tax: Income Tax
Total Federal Tax

$1,111,263
$1,094,277

$2,205,540

$52,742

$52,742

$146,535

$54,385
$15,455

$216,375

$1,615,161
$1,615,161

$481,484

$481,484




