
ECONOMIC IMPACT STUDY 

In sum, we find that 

ambulatory surgery 

centers add a consider-

able amount of value to 

New Jersey as a whole, 

with a total economic 

impact of $3.75 billion, 

$73 million of which 

is paid in the form of 

state taxes. 

- Avalon Health Economics, LLC 
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Heath Care’s Future 
Ambulatory Surgery Centers (ASCs) have become an integral part of the U.S. 
Health Care System. There are 5,344 Medicare-certified ASCs, an increase of 
1.8% from 2010 and an overall average annual increase of 3.6% from 2006 
through 2010.[1] The increase in the number of ASCs is attributable to several 
factors, but the main reason is advances in medical technology that have al-
lowed a larger proportion of services to migrate to less intensive outpatient 
settings. Advances in medical technology allowed for greater efficiency and have 
made surgery less complex. During the early 1980s, rising health costs led to 
changes in the Medicare program and encouraged the expansion of coverage to 
ambulatory surgery centers. This allowed hospitals to shift less complex surger-
ies to outpatient settings. [2] Of the more than 72 million surgical procedures 
performed in the U.S., nearly 70% of them occur in outpatient settings.[3] The 
appeal of ASCs is their reputation for fast, efficient, and less expensive care com-
pared to the same procedures performed in a hospital outpatient setting. Due to 
these factors, patients consistently report ASC satisfaction rates over 90%. [4]  
 

In this study, we calculate the total statewide economic impact of ambulatory 
surgery centers in New Jersey. The main sources of data used are: (1) a survey of 
New Jersey ASCs, collecting data on the number of employees, total operating 
expenses, and taxes and fees paid to the state; and (2) data on economic 
“multipliers” supplied by the Bureau of Economic Analysis. In sum, we find that 
ambulatory surgery centers add a considerable amount of value to New Jersey 
as a whole, with a total economic impact of $3.75 billion, $73 million of which is 
paid in the form of state taxes. In addition, New Jersey’s ASCs employ 9,100 full-
time employees state-wide.  
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Methods 
 

Industry Multipliers 
 

In order to assess economic impact, we need to consider several different com-

ponents. Economic impact analysis may be viewed through several different 

lenses, specifically: business output, “value added,” wealth, personal income, or 

jobs created. In this case, we are looking at the “value added” by New Jersey 

ambulatory surgery centers. There are three overlaying effects that we measure 

during this process. The first is the direct impact, which refers to the changes in 

business activity that occurs as a direct consequence of the business conducting 

its work. The broader effects that follow a direct effect are known as indirect 

and induced impacts. An indirect impact results from changes in sales from a 

direct injection into the economy, while an induced impact consists of the im-

pact of spending that is a direct result of the employment at a facility. [5] 

 

These indirect and induced impacts are also referred to as the “multiplier 

effect.” A multiplier is determined through what is known as an “Input-

Output” (I-O) model, which is one of the key tools used in this study. An I-O mul-

tiplier is based on the idea that an initial change in economic activity results in 

“rounds” of new spending. [6] The total effect is the sum of the direct, indirect, 

and induced impacts. From the sum, we can obtain the economic multiplier. This 

multiplier can be thought of as the impact on an industry, given a direct stimulus 

to the economy. For example, suppose that the car manufacturing industry had 

an additional $1,000 in direct expenditure, and that data showed that the initial 

$1,000 change resulted in an additional $600 in economic activity, on top of the 

initial $1,000 increase. Since the initial $1,000 injection caused an additional 

$600 to be spent, the multiplier effect for the car manufacturing industry in this 

illustration would be 1.6. In other words, for every dollar spent an additional 

$1.60 is generated. [7]  

GRAPH 1 -  Economic Impact of ASCs in New Jersey  (in Billions) 

To conduct the analysis, we ob-

tained economic multipliers for the 

ambulatory surgery center industry 

in New Jersey from the Bureau of 

Economic Analysis (BEA) RIMS II 

database (2002-2010). The specific 

multiplier value used is 2.3261, 

which is the Type II multiplier from 

RIMS Table 3.5 “Total Multipliers 

for Output, Earnings, Employment, 

and Value Added by State” and 

category 53 (“Ambulatory Health 

Care Services”). Thus, for every 

additional dollar spent by New Jer-

sey’s ASCs, an additional $2.33 of 

economic value is generated.  

 

Survey Data 
Another critical component of cal-

culating total statewide economic 

impact is total ASC operating ex-

penditures. We designed and field-

ed a survey to collect the following 

data from New Jersey ASCs: (1) 

total number of employees (total 

and “full-time equivalent,” or FTE); 

(2) total ASC operating expenses for 

the last recent full fiscal year (all 

falling within 2013-2014); and (3) 

total state taxes and state fees paid 

by ASCs during the time period cor-

responding to the reporting period. 

The data on operating expenses is 

crucial to the economic impact 

analysis. From the preceding dis-

cussion, economic impact is based 

on total operating expenses (i.e., 

the amounts paid out within the 

state, to employees and suppliers) 

and the BEA multiplier correspond-

ing to the state and to the industry. 

The other data are collected to sup-

port reporting of the total number 

of jobs created by ASCs in the state 
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and total taxes paid to the 

state, which is a measure of the 

contribution of ASCs to public 

expenditures (most hospitals 

are not-for-profit and do not 

pay any taxes).  
 

Of the 364 operating ASCs in 

the state, we collected com-

plete data from 54 (15%). The 

survey data was used to calcu-

late the average number of 

employees and FTEs per ASC 

and the average  

 
Other Assumptions 
Some of the survey contained 

missing data. We employed the 

following rules to impute miss-

ing data. First, if “total oper-

ating expenses” was missing, 

we calculated the statewide 

“operating expenses per FTE” 

and applied that value to the 

number of FTE employees for 

the record containing missing 

data. The rationale for this ap-

proach was that labor expenses 

are typically a very large pro-

portion of total expenses in any 

service industry, thus total op-

erating expenses should vary 

fairly closely with the number 

of FTEs. Similarly, in order to 

account for missing data for 

estimated state taxes, a varia-

ble was created that showed 

the ratio of state taxes to total 

operating expenditures; this 

average ratio was used to fill in 

data for state taxes.  

The appeal of ASCs is their reputation for fast,         
efficient, and less expensive care compared to the 

same procedures performed in a hospital               
outpatient setting. 

Economic Impact for New Jersey 

The total number of full-time equivalent employees in New Jersey is roughly 

9,100. On average, each ASC in NJ has total operating expenditures of $4.3 

million, which in turn results in a statewide direct effect of $1.58 billion. After 

accounting for the multiplier of 2.33, the total statewide effect of ambulatory 

surgery centers in New Jersey is $3.68 billion. With total tax expenditures of 

$73 million, the total impact of ASCs in New Jersey for 2014 is $3.75 billion.  

To ensure our results are accurate, we examined data from regional financial 

and operational benchmarking VMG Health Intellimarker 2011 study.[8] Every 

year, VMG Health releases an ASC benchmarking study that compares re-

gional financial data. The 2011 VMG study is based on over 240 licensed free-

standing ASCs and over 1.6 million cases. VMG’s large sample size allows for 

a high confidence level in their analysis, making for the ideal tool to compare 

our study to. For the Northeast region (including New Jersey and eight other 

states), the average operating expenses were reported as $3,776,000. Trend-

ed forward to 2014, the VMG estimate is equal to $3,999,448, which is very 

similar to our per-ASC estimate of $4,342,868.  

ASCs provide responsive environments tailored to 
patient’s individual needs and they allow physicians 
to guide strategies for governance, leadership, and 

quality initiatives.  

TABLE 1 - Economic Impact of ASCs in New Jersey in 2014 

  Average per ASC State Total 

Number of ASCs (a) N/A 364 

Number of Full-Time Equivalent       
Employees (FTE) (b) 25 9,100 

Total Operating Expenditures        
(direct effect) (c)  $4,342,868.00  $1,580,804,041.00 

Expenditure Multiplier (d) N/A 2.3261 

Expenditure Impact (total effect) N/A $3,677,108,279.00 

Tax Expenditures (e) $201,231.00  $73,248,039.00 

Total Impact   $3,750,356,317.00 

Sources & Notes: NJAASC; (b) Part-time employees only count for 50% of a FTE. In order to calculate the 
total number of full-time equivalent employees, consider the following example: if you have 20 employees 
and 10 of them work part-time, you would calculate 10*(10*50%), giving you 15 FTE; (c) Total operating 
expenditures are expenses incurred in carrying out day-to-day activities. These may include payroll, bene-
fits, repairs, taxes, and office supplies; (d) Source: Bureau of Economic Analysis, Rims II Multipliers 
(2002/2010) Table 32.5 Total Multipliers for Output, Earnings, Employment, and Value Added by State: 53 - 
Ambulatory health care services (Type II); (e) Sum of yearly state and municipal taxes 
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What Can Be Concluded 

Ambulatory Surgery Centers provide quality care at a lower cost to 
patients, and have a positive economic impact on New Jersey. ASCs 
employ 9,100 full-time equivalent employees. With the multiplier 
of 2.33, ambulatory surgery centers provide $3.68 billion in eco-
nomic activity, as well as $73 million in tax dollars. The total impact 
of ASCs in New Jersey is $3.75 billion. The large economic impact 
that ASCs provide implies that these health facilities are a critical 
component of New Jersey’s health system and the state’s econom-
ic engine, providing jobs and economic activity throughout the 
state.  
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