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The intent of this study is to update prior analysis documenting the 
contribution of hospitals to the Wisconsin economy.  For this update we use 
the most recently available data (2016) and expand the analysis to also 
consider non-hospital related health care sectors.

 The health care sector remains one of the fastest growing sectors in 
the U.S. and Wisconsin.  Employment in the health care sector in 
Wisconsin grew by 29.6 percent from 1998 to 2017, while total 
employment grew by 12.3 percent.  Employment in hospitals grew by 
24.0 percent over the same period.  Nationally, health care sector 
employment grew by 49.0 percent, hospital employment by 27.9 
percent and total employment grew 23.8 percent, also over the same 
period.  
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Executive Summary

         The Great Recession strongly affected employment growth in hospitals and the recovery has been modest. 
The Great Recession had only modest impacts on the growth of employment in the broader health care industry. 

         Growth in wages and salary has been strong since 1998 with some evidence of a dampening effect from the 
Great Recession when Wisconsin is compared to the national average.

         The typical wage and salary job in Wisconsin paid $38,848 in 2017 (an increase of 61.8% from 1998), but in 
the broad sector of health care, the typical wage and salary job paid $52,788 (an increase of 82.3% from 1998) and 
the typical hospital job paid $57,253 (a 95.5% increase).  This is a reflection of the large share of occupations in 
health care, and hospitals in particular, that require higher levels of education. 

         Compared to national averages, hospitals remain a relative strength for the Wisconsin economy with a 
Location Quotient of about 1.13 (greater than 1 indicating a strength).

         After accounting for the multiplier effect, the health care sector contributes almost 571,900 jobs (15.6% of total 
Wisconsin employment), $32.67 billion in labor income (17.1% of state total), $45.19 billion in total income (14.4% of 
state total), and $74.41 billion to industrial sales/revenue (11.9% of state total).

         Hospitals contribute almost 209,400 jobs (5.7% of total Wisconsin employment), $12.13 billion in labor income 
(6.3% of state total), $17.3 billion in total income (5.5% of state total), and $30.62 billion in industrial sales/revenue 
(4.9% of state total). 

         The state and local government tax revenues generated by that economic activity is $1.06 billion for hospitals 
and $1.99 billion for non-hospital related health care for a total of $3.06 billion.

         For every additional ten jobs created in hospitals an additional nine jobs are created elsewhere in the 
Wisconsin economy.  For every $1,000 of additional labor income created in hospitals an additional $600 of labor 
income is created elsewhere in Wisconsin and for every $1,000 in additional revenue generated by hospitals an 
additional $860 industrial sales/revenues is generated.
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This study does not consider the contribution of access to quality health care to labor productivity, which directly effects the 
profitability of Wisconsin businesses.  Thus, the economic contribution analysis presented in this study takes a narrow view 
of the importance of health care and hospitals to Wisconsin.
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Introduction

The Contribution of Health Care Services to the 
Wisconsin Economy with a Focus on Hospitals

For every additional ten jobs created in hospitals an additional 
nine jobs are created elsewhere in the Wisconsin economy.

The health care sector contributes to Wisconsin in several ways: (1) directly through employment, wages/salaries paid, and 
general operation expenses; (2) improved labor productivity which influences the profitability of businesses; and (3) general 
improvement to the overall quality of life of Wisconsin residents. For this study we are interested in exploring the 
contribution of health care, and particularly hospitals, as a source of employment and income.  The health care industry is 
much like any other industry in Wisconsin: it employs workers who spend their wages and salaries in the local economy as 
well as purchase goods and services such as office supplies, utility services and contracted services (e.g., landscaping), 
among others.  These operations generate direct economic activity as well as indirect activity through the multiplier effect. 

In 2016, the most recent year sufficiently detailed data are available at the sub-state level, there were some 157 non-public 
hospitals in Wisconsin, up from 149 in 2005, directly employed more than 108,000 people and paying some $7.55 billion in 
wages and salaries, which is based on $16.43 billion in revenues.  Non-hospital health care services account for an 
additional 218,500 jobs, $14.24 billion in wages and salaries, and $23.63 billion in revenues. In this study we aim to explore 
how hospitals and other health care providers contribute to the Wisconsin economy over time and across the state.  We 
pay articular attention to documenting the multiplier effects, or how the direct operations of health care providers and 
hospitals ripple throughout the rest of the Wisconsin economy.

Beyond these brief introductory comments the study is composed of two additional section, plus a detailed technical 
appendix.  In the next section we explore levels of employment and income (wages and salaries) in the health care sector, 
again with a focus on hospitals, have changed over time for Wisconsin, the Great Lake States, and the United States as a 
whole.  As part of this analysis we pay particular attention to the types of jobs (occupations) that are make up a typical 
hospital’s labor force.  In the following section we detail the economic contribution of health care and hospitals to 
Wisconsin.  We look at both the whole of Wisconsin along with nine sub-regions within Wisconsin. We provide the broad 
summary results in the main body of this study and the detailed results are provided in the technical appendix.



Health care as an industry is unique for two reasons.  First, 
the industry has been one of the fastest growing sectors in 
terms of employment and income in the United States, and 
Wisconsin, for several years.  Second, the industry is 
remarkably stable and has historically been resistant to 
recessionary pressures (Goodman 2006).  Nationally, 
employment in the health care sector grew 49.0 percent 
from 1998 to 2017 whereas total employment grew by 23.8  
percent and there is little evidence of the industry being 
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General Trends

[1] The trend analysis begins in 1998 because of a structural change in how the Federal Government reports employment and income data by industry.  Prior 1997 the Federal
Government used the Standard Industrial Classification system (SIC) but shifted to the NAISC (North American Industry Classification System) starting with 1998.  The older 
SIC system provided extreme detail on “goods producing” industries, such as manufacturing but limited detail on “service producing” industries such as health care.  As the 
U.S. economy became more dependent on goods producing sectors the older SIC system was insufficient and was thus replaced with NAISC.  The difficulty that this 
introduces in the discontinuity in industry classifications pre- and post-1998. 

effected by the Great Recession (Figure 1A).[1]  The rate 
of growth for the Great Lake States and Wisconsin, while 
still stronger than overall employment growth, was slower 
than the national average at 34.8 and 29.6 percent,
respectively.  The rate of growth in Wisconsin’s health 
sector employment, while still strongly positive, appears to 
have slowed after the end of the Great Recession and 
there was a slight downtick between 2016 and 2017.

A major part of the explanation for the 
slowdown in the growth rate of health 
care sector employment centers on 
hospitals.  For the ten year period of 
1998 to 2008 growth in hospital 
employment in Wisconsin outpaced 
both the U.S. and the Great Lake 
States, but starting with the Great 
Recession there appears to be a 
structural shift downward (Figure 1B).  
Several reasons have been offered 
for this shift including advances in 
electronic billing and record keeping 
which has greatly reduced the need 
for accountants and clerks, 
consolidation in hospitals allowing for 
gains in efficiencies, and the 
migration to ambulatory care setting 
(clinics, urgent care centers, etc.).  
The latter is seen as a way to divert 
non-emergency care away from 
hospitals to reduce congestion at 
hospitals as well as costs.  In 
addition, hospital-based clinicians 
often transition to ambulatory care 
settings where the hours and stress 
levels are perceived to be more 
manageable.  In efforts to further 
reduce costs many hospitals are 
outsourcing many services, such as 
food preparation, billing, transcription, 
and information technologies, to non-
hospital vendors.  For some of these 
outsourced services the physical 
location of the job may or may not 
move out of the community.  Jobs 
related to food preparation may still
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physically be in the hospital but are no longer “counted” as being employed by the hospital.  Rather they are contracted for 
services by the hospital.  Regardless of the shifting employment patterns in Wisconsin hospitals it is clear that health care 
remains a strong source of employment growth as well as adding an element of stability to the economy (Figure 1C).
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While many elected officials in 
Wisconsin focus on jobs as the 
key metric of economic 
performance, an equally 
important metric is the wages 
and salaries paid to employees.  
Some (e.g., Deller, Conroy and 
Kures 2017) have expressed 
concern that narrowly focusing 
on jobs ignores the issue 
surrounding the quality of the 
jobs.  While quality of a job has 
many dimensions (e.g., safety, 
security, work satisfaction, etc.) 
one important element is the 
level of wages and salaries.  
Nominally (i.e., not correcting for 
inflation), total wages and 
salaries grew by 157.5 percent 
across the United States 
between 1998 and 2017, 128.8 
percent in the Great Lakes 
region, and 136.3 percent in 
Wisconsin (Figure 2A).  The 
stability of the health care sector 
is particularly noticeable when 
looking at wages and salaries:  
there is little if any evidence of 
the Great Recession. For 
Wisconsin, one can see a slight 
down tick in the rate of growth in 
wages and salaries in 2008: 
from 1998 to 2007 the average 
annual growth rate was 7.9 
percent and from 2008 to 2017 
slowed to 6.5 percent.  Even at 
this slightly lower rate, growth in 
wages and salaries in health 
care remains strong.
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Separating out hospitals from the larger health industry, the same general patterns in wage and salary income remains 
(Figure 2B).  Nationally, wages and salaries in hospitals grew by 151.6 percent, for the Great Lakes region 132.1 percent, 
and for Wisconsin 142.3 percent.  While one sees a modest break in that trend for Wisconsin in 2013 and 2014, the longer-
term growth trend returns in 2015.  But unlike the hospital employment trends, there is no evidence of impacts of the Great 
Recession on Wisconsin hospital wages and salaries, rather the slight down tick in 2013-14 is unrelated to the larger 
economy (Figure 2C).  When compared to the overall Wisconsin economy, where wages and salaries grew by 81.6 percent 
from 1998 to 2017, the broader health care sector saw wages and salaries grow by 136.3 percent and in hospitals 142.3 
percent.  Perhaps more interesting is that, although employment in the broader health care sector grew faster than hospital 
employment (Figure 1C) in Wisconsin, wages and salaries growth in hospitals kept pace with health care (Figure 2C).  
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Nationally, wages and salaries in hospitals grew by 151.6 
percent, for the Great Lakes region 132.1 percent, and for 

Wisconsin 142.3 percent.  
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One of the most important elements of having a strong 
health care presence within the community, in addition to 
access to quality health care, is the nature of the pay these 
jobs provide the residents of Wisconsin.  Wages and 
salaries in the health care sector, including hospitals, are 
growing at a faster rate that the rest of Wisconsin (Figure 
2C).  But when one considers that pay of a typical job in 
health care, the quality of the job becomes even more 
apparent (Figure 3).  In 1998 the typical job [2] in 
Wisconsin earned $24,105 but the typical job in health care 
earned $28,954 and in hospitals the
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When looking at the overall wage and salary structure of the health care provider industry, two issues are often at the 
forefront.  First, some discount the higher average wages and salaries per job statistic because of the perception of highly 
paid medical doctors distorting the industry average.  Second, the range of occupation or employment opportunities within 
health care is significant, meaning that the health care industry, including hospitals, offers a wide range of jobs across the 
educational and skill spectrum.  

One of the most important elements of having a strong health 
care presence within the community is the nature of the pay 

these jobs provide the residents of Wisconsin.

[2] It is important to note that these are wage and salary jobs and does not consider income earned by the self-employed or proprietorships.

premium is even greater at $29,289, or about 21 percent.  
By 2017, that premium increased to just over 41 percent: 
the typical job in Wisconsin was paid an average of $38,848 
in wages and salary, but in health care the average was 
$52,788 and $57,253 in hospitals.  It is clear that the growth 
rate in pay to health care workers is outpacing overall 
growth in pay for the typical Wisconsin worker.  From the 
perspective of the local community, the health care sector 
and hospitals provide high paying jobs which translates into 
larger overall economic impacts. 
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To further explore 
these two issues, 
consider the 
distribution of 
occupations for 
ambulatory health 
care (Table 1A) and 
hospitals (Table 1B) 
along with 
educational/training 
requirements and 
wage and salary 
ranges.  The 
occupational 
distribution is based 
on national 
averages but the 
wage and salary 
ranges are based 
on Wisconsin data 
for 2017.  Please 
note that for space 
considerations we 
report only those 
occupations that 
account for at least 
one percent of all 
jobs.
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While it is true that medical doctors (MDs), including dentists and pharmacists tend to be the highest paying occupations 
requiring the highest level of formal training, they generally account for less than five percent of total employment in the 
ambulatory health care (clinics, urgent care facilities, etc.) and hospital sectors.  The dominant individual occupation in both 
sectors is registered nurses, accounting for 31.8 percent of all jobs in hospitals.  This is followed by nursing or medical 
aids/assistants then what might be called clerical workers.  This latter point is particularly important: while the occupations 
that work directly with patients in some health care capacity account for most jobs, there is a large share of health care and 
hospital workers that seldom interact directly with patients.  One could think of these as “back office” workers.

This diversity in occupations in health care and hospitals is also reflected in the type of educational and training needs.  
Consider the top ten occupations in the broader health care industry; only one requires a Bachelor’s degree (nurses), and 
five require only a high school diploma or equivalent, with the remaining four requiring some additional training post high 
school.  A similar pattern appears to apply for hospitals, but with a higher share of the top ten occupations requiring formal 
training beyond high school.  This variation in formal educational and training requirements is reflected in the wages and 
salaries being paid to employees.  As expected, occupations requiring higher levels of education/training are paid higher 
wages and salaries.  Focusing on hospitals (Table 1B), the average hourly wage for a registered nurse (which requires a 
Bachelor’s degree) is $33.27 and the hourly for the upper quartile (upper 75%) is $37.81, but for nursing assistants (which 
requires some training post high school but not a degree such as an Associates) the average hourly wage is only $13.86 
which translates into an annual income of $28,830.
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The dominant individual occupation in both sectors is registered 
nurses, accounting for 31.8 percent of all jobs in hospitals.
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This diversity in occupations within health care services and 
hospitals means, from the local community’s perspective, that 
there are a wide range of employment opportunities across the 
educational spectrum.  In other words, a hospital within the 
community means that there is a wide variety of employment 
opportunities.  Because so many of these occupations offer 
strong wages and salaries it explains why the “typical” or 
“average” job in health care and hospitals is higher than the 
Wisconsin state-wide average (Figure 3).  It is not that case that 
higher wages and salaries in health care and hospitals is driven 
by a handful of highly paid medical doctors.
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Prior analysis of hospitals and the Wisconsin economy (Deller 2011, 2015) revealed that, compared to the United States, 
hospitals were a relative strength and what could be classified as a potential “economics cluster”.  Here a cluster is defined 
as an industrial sector where we have more activity (employment is a common measure) that we might expect (compared to 
the nation) and that “strength” is growing over time.  This means that as Wisconsin is looking at specific industries to 
strategically invest, hospitals should be considered along with other potential clusters such as agricultural processing and 
tourism/recreation.  For the updated analysis presented here, we used two measures of economic activity: employment as 
well as wage and salary income.  To be consistent with prior analyses, we compare the share or percent of state 
employment (wages and salaries) that is attributed to hospitals and compare that to a national average.  If the resulting 
Location Quotient (LQ) is greater than one, we have more activity than we might expect and the sector is considered a 
potential strength, particularly if the LQ is trending upward.
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The results of this analysis are provided in Figure 4.  
Note that the LQ using both employment and 
wages/salaries is greater than one across the entire 
time period examined.  This suggests that we have 
more economic activity in hospitals than we might 
expect, hence is a potential economic strength.  Also 
note that from 1998 to right before the Great 
Recession (2007) the LQ was trending upward, 
providing more evidence that hospitals could be a 
viable economic cluster for 
Wisconsin.  This is the result 
identified by Deller (2011, 2015).
From 2007, however, there has 
been a downward trend in the 
hospital LQ.  If we return to the
trend analysis for employment 
(Figure 1B) and wages and
salaries (Figure 2B) it becomes
clear that the growth in 
Wisconsin hospitals has 
slowed relative to the nation.

This slowdown in Wisconsin growth vis-à-vis the nation 
explains the downward trend in the Location Quotients.
 
Unfortunately, this simple trend analysis cannot shed 
light on the exact causes of this slight downward 
trend.  It could be that the efficiency gains from 
hospital consolidations in Wisconsin or the rate of 
outsourcing or contracting for services (e.g., 
contracting for food services) is outpacing the U.S. 

average.  One could also note 
that the slowdown in population 
growth in Wisconsin compared 
to the nation is placing an 
upward bound on the growth 
potential for hospitals.  
Alternatively, it could be that 
other regions of the U.S. are 
catching up to Wisconsin in 
terms of access to hospitals.
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The core analysis of this study centers on calculating the contribution of Wisconsin hospitals to the state’s economy.  
Specifically, how do the approximately 108,500 hospital jobs and the economic activity associated with those jobs (i.e., 
industry sales and worker income) impact the rest of the Wisconsin economy?  How does this contribution vary across 
Wisconsin?  For context we expand the analysis to compare hospitals to other health care sectors.  Thus we conduct state 
level analysis for hospitals and nine other sectors ranging from dentists offices to medical and diagnostics laboratories to 
nursing and community care facilities.  For the sub-state analysis we focus only on hospitals.  In the next section we provide 
a simple review of the methods employed, then discuss the state wide average, then turn to the sub-state analysis.  We 
also provide an estimate of the economic impact of patients from out of Wisconsin that come into the state to use the 
services offered by hospitals. Detailed results are provided in an appendix. 
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Economic Contributions

The analysis considers the total economic contribution of 
health care and hospitals to the Wisconsin economy. Health 
care workers spend their wages and salaries in the local 
economy: they spend money in local grocery stores, local 
restaurants and go out to the movies. This revenue to 
grocery stores, restaurants and theaters is then further re-
spent in the economy.  In addition hospitals and health 
related facilities pay utility bills, buy office equipment and 
supplies, and pay taxes among other expenses. This 
spending by employees and the health care facilities itself in 
the local economy generates what is referred to as a 
multiplier effect. The question we address now is how this 
multiplier effect for Wisconsin hospitals is derived.

To answer this question we use a family of regional 
economic models referred to input-output analysis. An input-
output model can be described as a “spreadsheet of the  
economy" capturing the demand and supply of the 

A Simple Review of Methods

How do the approximately 108,500 hospital jobs and the economic 
activity associated with those jobs (i.e., industry sales and worker 

income) impact the remainder of the Wisconsin economy?

different actors (industries and institutions such as 
households, government or imports/exports) that make up 
that economy. Consumers, whether it be households or 
businesses, are across the columns of the “spreadsheet” 
and reflects demand while suppliers or sellers are down 
the rows. Any individual cell of the “spreadsheet” captures 
the flow of money from demanders (consumers or buyers) 
to suppliers (sellers). Thus reading down the column of 
any particular demander (e.g., industry) outlines how the 
demander spends money. For an industry, such as 
hospitals, reading down the column reveals the 
“production function” of the industry. For a given level of 
production how much labor or electricity or accounting 
services do hospitals need to purchase? At the same time 
reading across the row of a supplier tells us who that 
industry is selling to. Grain farmers, for example, could be 
selling to dairy farmers, food processors, directly to 
households or exporting their product out of the region.

The Contribution of Health Care Services to the 
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Given that the economy is in 
“equilibrium” or, more specifically, supply 
must equal demand for all industries, we 
can use this “spreadsheet” 
representation of the economy to 
capture how changes in one part of the 
economy influence or impact other parts 
of the economy. For example, if a 
hospital expands operations it must 
purchase more inputs (e.g., labor, 
utilities, accounting services) and the 
industry that supplies those inputs must 
increase their own production to meet 
that new demand. This “ripple” effect is 
commonly referred to as the multiplier 
effect. Not only can we measure the 
total impact or contribution of any given 
industry on the whole of the economy 
but also what industries are impacted 
and to what extent. The multiplier is 
composed of three individual parts: 
direct, indirect, and induced. 
 
 
 
 
 
 

The three parts added together provides 
the total economic contribution.  The 
direct effect is the health care facility or 
hospital itself.  For hospitals, the direct 
employment contribution is 108,500 
jobs.  The indirect effect is generally 
associated with non-labor related 
expenses and would capture how a 
hospital spending on, for example 
utilities or office supplies, ripples 
throughout the economy.  The induced 
effect is the impact of workers spending 
their wages and salaries in the local 
economy.  By comparing the indirect 
and induced components of the 
multiplier we can gain some insights into 
the nature of the industry.  For example, 
if the induced impacts are larger than 
the indirect we could interpret this as 
evidence that the industry is relatively 
labor intensive and/or pays higher 
wages/salaries.
 
 
 
 
 
 

We have four different ways to measure the size of the economy: employment, labor income, total income, and industrial 
sales or revenues.  Employment is not a full-time equivalent and a job is a job.  The induced impact, or labor spending 
income, generally affects personal services and retail because this is where most people spend their income.  But some of 
these sectors use many part-time workers.  Unfortunately, our models do not allow us to separate full- and part-time 
employment.  Labor income is any income associated with work and includes wages, salaries and proprietor income.  The 
latter is largely from self-employment where the proprietor draws from business profits as their income.  Total income 
includes labor income plus all other sources of income such as dividends, interest and rental income, transfer payments 
(e.g., social security or unemployment compensation), and pension income, among others.  One could think of total income 
as akin to gross domestic product.  Industry sales/revenue is simply the revenues or sales within any particular industry.

Not only can we 
measure the total 

impact or 
contribution of any 

given industry on the 
whole of the 

economy but also 
what industries are 

impacted and to 
what extent.
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Consider for example a dairy farmer with two paid employees and $1 million in sales/revenue.  Employment is three; the 
farmer and the two workers.  Suppose farther that the farmer pays the two employees $25,000 each and has the business 
structured that she takes a $50,000 salary.  All profits that might be taken as proprietor income are reinvested in the 
business.  Labor income here would be $100,000.  Suppose also that the farmer inherited some land that they themselves 
cannot use but rather rent it to another farmer and takes that rental income as a payment to the farmer directly.  Suppose 
that rental income is $10,000.  The farmer receives no other income.  Here total income would be $110,000.  So, industry 
sales/revenue is $1 million, jobs/employment is three, labor income is $100,000 and total income is $110,000.  These 
would be associated with the direct effects of the dairy farm.

For insights into how health care and hospitals impact local economies, it is important that the multipliers reflect the unique 
structure of the local economy.  As outlined in Figure 5, the size of the economic multipliers vary by the overall size of the 
economy as well as the unique degree of inter-industry linkages within the local economy.  The overall size of any regional 
economic multiplier hinges on how fast, or slow, spending “leaks” out of the economy.  For larger economies, such as the 
state as a whole or the Milwaukee metropolitan region, the opportunities for money to be respent locally are higher than a 
smaller more rural economy, such as northern Wisconsin.  In larger economies, businesses have a higher likelihood of 
having stronger connections to other businesses (indirect effects) within the region and consumers have greater
opportunities to spend their money locally (induced effects).  In smaller economies with weaker
linkages, the ability to retain dollars is lower thus a lower multiplier.  This variation across Wisconsin
must be considered when looking at the impact of health care and hospitals in the local economy.

The Contribution of Health Care Services to the 
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The results of the analysis for the state of Wisconsin are provided in Table 2 where we have 
hospitals and all other medical non-hospitals reported.  Recall that the most current year in which we 
have data in sufficient detail to conduct the analysis at the sub-state level is for 2016.  The total 
economic contribution of hospitals, after taking into account the multiplier effects, is about 209,400 
jobs, $12.1 billion in labor income (wages, salaries and proprietor income), $17.3 billion in total 
income, and $30.6 billion in industrial sales/revenue.  This represents 5.7 percent of total state 
employment, 6.3 percent of labor income, 5.5 percent of total income, and 4.9 percent of industrial 
sales/revenue.  The economic multipliers range from a high of 1.931 for employment to a low of 
1.605 for labor income.[3]

Economic Impact Results

[3]To interpret the multipliers consider this example: if hospitals added 100 new jobs, the employment multiplier suggests that a total of 193 jobs
would be created, the original (or direct) 100 jobs plus an additional 93 jobs elsewhere in the economy through the multiplier effect.  For labor 
income, if a hospital gave its employees a $100,000 pay raise, the total impact on labor income would be $160,500, the original (or direct) pay 
increase of $100,000 plus an additional $60,500 of labor income generated via the multiplier.

The Contribution of Health Care Services to the 
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The medical non-hospitals part of the Wisconsin health care industry generated 362,600 jobs (9.9% of 
state total employment), $20.5 billion in labor income (10.7% of state total), $27.9 billion in total income 
(8.9% of state total), and $43.8 billion of industrial sales/revenues (7.0% of state total).  If we combine 
the contributions of hospitals and medical non-hospitals the economic contributions are noticeable: 
571,900 jobs (15.5% of state total), $32.7 billion in labor income (17.1%), $45.2 billion in total income 
(14.4%) and $74.4 billion in industrial sales/revenue (11.9%).  For comparison, consider the contribution 
of agriculture to the Wisconsin economy, last updated using 2012 data (Deller 2014).  Here agriculture 
is defined as on-farm production and immediate value added food processing (e.g., cheese, bakeries, 
etc.) and contributed 413,500 jobs, $18.6 billion to labor income, $30.1 billion to total income, and $88.3 
billion to industrial sales/revenue.  Based on these analyses, one could reasonably argue that health 
care, broadly defined, has a larger contribution to the Wisconsin economy than agriculture.[4]

[4]  Note the relative differences in jobs and income impacts across health care and agriculture; one could point to the much larger impact on incomes as an indicator of 
the wages and salaries paid in the health care sector relative to agriculture.  This is consistent with the wage and income per job analysis discussed above (Figure 3).
 
[5]  These nine sectors compose the medical non-hospital group in Table 2.
 

It is also important to note that the economic activity supported by hospitals and the broader health care 
industry generates tax revenues that flow to state and local governments.  Hospital related activity 
generated $1.06 billion in total state and local tax revenues, with about $360 million in property taxes 
that flow to local government, predominately public schools.  The bulk of the rest of the tax revenues 
generated tend to flow to state government and it is beyond the reach of this study to estimate how 
much of that may flow back to local governments in the form of aids and grants.  The medical non-
hospital sector (or health care with hospitals removed) generate just short of $2 billion with a similar 
distribution pattern across types of taxes and flows between local and state governments. 

We have defined the non-hospital related health care industry broadly and it ranges from offices of 
physicians nd dentists to medical and diagnostic laboratories to nursing homes and community care 
facilities.  In total we look at nine specific health care subsectors (Table 3).[5]  A detailed discussion of 
all the results would be tedious and for brevity we will focus on jobs being supported by each 
subsector.  Of the nine, the offices of physicians generates the most jobs at 110,607 with a slightly 
larger employment multiplier (2.157) than either hospitals (1.931) or medical non-hospitals (1.660).  
This is followed by nursing and community care facilities with 92,128 jobs and an employment multiplier 
of 1.424.  This relatively small multiplier is likely due to a higher concentrations of lower paying 
occupations (e.g., personal care aides). Offices of dentists, offices of other health care practitioners 
(e.g., chiropractors), and outpatient care centers each supports about 32,000 jobs.  Home health 
services supports 24,000 jobs and has the second smallest employment multiplier with 1.361 and this 
has two explanations: the industry is very labor intensive (note the relatively small indirect impact 
relative to the induced impact) and wages tend to be modest.  Thus, a labor intensive industry that pays 
modest wages/salaries will have smaller multipliers.  The one sector that is seldom discussed but has a 
relatively important contribution to jobs is residential out-patient, mental health, substance abuse and 
other similar care facilities with 23,000 jobs.  The very modest employment multiplier (1.314) is 
explained by the labor intensive nature of the industry and the generally low paying occupations.
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Sub-State Regional Analysis

There are three reasons to explore the contribution of hospitals to regional economies across Wisconsin: (1) the 
distribution of hospitals is not even across Wisconsin; (2) the economic multipliers vary across Wisconsin reflecting unique 
characteristics of each region, and (3) local economic growth and development policies must reflect local or regional 
conditions that may be different from state-wide averages.  
 

If one looks at the spatial 
distribution of hospitals 
across Wisconsin it becomes 
clear that there are patterns 
of clustering around urban 
hubs (Map 1).  One can 
clearly see the Madison-
Green Bay-
Milwaukee/Racine/Kenosha 
“triangle” in the southeastern 
region of Wisconsin, along 
with the spillover effects of 
the Twin Cities in Minnesota.  
This distribution could lead to 
the mistaken interpretation 
that all of the economic 
contribution effects are 
narrowly limited to those 
areas.  In addition, as noted 
above (Figure 5), the 
structure of the economy 
varies across Wisconsin and, 
to gain finer insights into how 
hospitals impact the 
economy at local levels, we 
must use region-specific 
multipliers.
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A summary of the total economic contribution of hospitals for each of the nine regions within Wisconsin is 
provided in Table 4.  The detailed results are provided in the Appendix to this report.  The region with the 
largest contribution is Region 2B (Milwaukee County) where hospital activity supports almost 47,000 jobs, 
$2.8 billion in labor income, $3.9 billion in total income, and $6.6 billion in industrial sales/revenues.  The 
smallest impact level is in Region 7 (Ashland, Bayfield, Burnett, Douglas, Iron, Rusk, Sawyer, and 
Washburn Counties), one of the more rural parts of Wisconsin, where hospitals support 2,060 jobs, $96.7 
million in labor income, $131.0 million in total income and $259.7 million in industrial revenues/sales.  This 
regional variation is not only explained by the direct impact (absolute size of hospitals) but also the 
differences in regional economic multipliers.  In more rural areas, hospitals tend to be smaller (smaller direct 
effects) because of smaller population, or patient bases, and have smaller multiplier effects (indirect and 
induced) because money tends to leak out of the economy faster (Figure 5).  Thus, this variation across 
Wisconsin is expected.

 For this analysis we use the regions defined by the Wisconsin Hospitals Association (Map 2).
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Contribution of Out-State Patients

One element of the economic contribution of hospitals to Wisconsin that is often overlooked is the inflow of out-of-state 
patients.  These are patients that are not residents of Wisconsin but are treated in Wisconsin hospitals.  This could be due to 
specialized services or reputation of the specific hospital and/or the spatial proximity of patients who live close to the state 
boarder.  For 2017, out-of-state patients spent some $2.3 billion on hospital services which generated 29,300 jobs 
throughout the Wisconsin economy.  In addition, the injection of money from these out-of-state patients generates $1.7 billion 
in labor income, $2.4 billion in total income and $4.3 billion in industrial revenues/sales.  It is important to note that this 
impact of out-of-state patients is already part of the total economic contributions (Table 4).  Thus it would be in error to add 
the impacts of out-of-state patients to the summary estimates of the total contribution.  A more detailed reporting of these 
impacts is also provided in the Appendix.   As Wisconsin looks for new strategies to inject money into the economy, looking 
to hospitals as a potential “export” sector is a possible approach.  For every $1 million in spending from out-of-state patients, 
a total of 13 new jobs are created (total impact), with $737,700 in labor income, $1.1 million in total income, and $1.86 million 
in total industrial sales/revenues.

The Contribution of Health Care Services to the 
Wisconsin Economy with a Focus on Hospitals



20

Conclusions

The intent of this study was to document the contribution of health care and hospitals in particular on 
the Wisconsin economy.  The analysis found after accounting for the multiplier effect the health care 
sector contributes almost 571,900 jobs (15.6% of total Wisconsin employment), $32.67 billion in labor 
income (17.1% of state total), $45.19 billion in total income (14.4% of state total), and $74.41 billion to 
industrial sales/revenue (11.9% of state total). Hospitals contribute almost 209,400 jobs (5.7% of total 
Wisconsin employment), $12.13 billion in labor income (6.3% of state total), $17.3 billion in total 
income (5.5% of state total), and $30.62 billion in industrial sales/revenue (4.9% of state total). The 
state and local government tax revenues generated by that economic activity is $1.06 billion for 
hospitals and $1.99 billion for non-hospital related health care for a total of $3.06 billion. Employment 
in the health care sector in Wisconsin grew by 29.6 percent from 1998 to 2017, while total employment 
grew by 12.3 percent.  Employment in hospitals grew by 24.0 percent.  Nationally, health care sector 
employment grew by 49.0 percent, hospital employment by 27.9 percent and total employment grew 
23.8 percent.  Perhaps most important is the quality and breadth of employment opportunities that the 
health care sector and hospitals provide to community residents.  The typical wage/salary offered in 
health care is significantly higher that the statewide average and the occupational mix creates 
opportunities from these with just a high diploma to those with the highest levels of education and 
training.
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W

What we did not explore in this study is how access to quality 
health care and hospitals improves worker productivity, which 
translates into higher levels of business profitability.  The 
interplay between access to quality care, worker health, worker 
productivity and firm profitability is clear and should be viewed 
as an integral part of economic growth and development 
policies.  We also do not address how access to quality health 
care and hospitals improves overall quality of life independent of 
worker productivity.  Thus, in this study we documented the 
contribution of health care and hospitals to Wisconsin in a 
relatively narrow way: hospitals employ people (direct effects) 
who spend wages/salaries in the local economy (induced 
effects) and purchase goods and services from other businesses 
(indirect effects).  Because the roles of enhanced worker 
productivity and quality of life is not considered, our estimates 
should be viewed as conservative.
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