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Executive Summary
In March 2009, the Association of American Medical Colleges (AAMC) retained Tripp Umbach to
measure the economic impact1 of AAMC member institutions on the 46 individual states (and the
District of Columbia)2 in which they are located, as well as the nation as a whole. This report pres-
ents results of the combined economic impact that AAMC members have on states and the coun-
try.

During 2008, the combined economic impact of AAMC members equaled over $512 billion.3

AAMC members accounted for more than 3.3 million full-time jobs; this statement means that one
in every 43 wage earners in the U.S. labor force works either directly or indirectly for an AAMC
member institution. Additionally, AAMC member institutions generated more than $22 billion in
total state tax revenue generated through income taxes and sales tax, corporate net income tax, and
capital stock/franchise taxes produced by businesses who receive revenue from AAMC members.

AAMC member organizations have substantial economic and social impacts to their multi-county
regions and within the counties and cities where they have operations. Substantial local and
regional tax impacts, while beyond the scope of this study, are measured in the billions.
Communities in all regions of the country typically rely on these organizations for job creation,
advanced research, new business development, and education of medical professionals.

Total national impacts as well as individual state totals for economic, employment, government
revenue, and out-of-state medical visitor impacts for each of 24 states and the District of Columbia
in which AAMC members’ total economic impact is highest are presented in Table 1:

1 For the purposes of this report, “economic impact” includes both the direct and indirect business volume generated by
an institution. Direct impact includes items such as institutional spending, employee spending, and spending by visi-
tors. The indirect impact, also known as the multiplier effect, results from the re-spending of dollars generated directly
by the institution.

2 Medical Schools in Puerto Rico were not included in this research even though AAMC does have members in Puerto
Rico.

3 This study measures the impact of AAMC member institutions only. There are medical schools (osteopathic) and
teaching hospitals in the United States that are not members of the AAMC; therefore, the total impact of all medical
schools and teaching hospitals on the nation is higher than the impact recorded in this report.1
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Table 1
Summary of Economic, Employment, and Government Revenue Impact for AAMC Members, 2008

Note: Tables include impacts of the 24 individual states and the District of Columbia in which AAMC members’ impact
is highest plus “All other states” total which reflects the impact of the remaining 22 states where AAMC members are
located.
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Introduction
Goals of the Economic Impact Study of AAMC Members

The AAMC identified a need for updated data on their members’ current economic impact on
states’ economies, employment, and government revenue. Specifically, Tripp Umbach was commis-
sioned to perform research that:

• Measures the direct economic impact on individual states' and the nation’s economy as a result
of the education, research, and clinical services of AAMC-member medical schools and teach-
ing hospitals.

• Measures the direct and indirect employment generated in the United States as a result of
AAMC-member medical schools and teaching hospitals.

• Measures government revenues that are generated by the presence and operations of AAMC-
member medical schools and teaching hospitals. (Medical schools and hospitals that are public
and not-for-profit indirectly generate government revenue through income taxes paid by staff,
employed physicians, and medical residents; sales tax revenues paid by businesses providing
goods and services to medical schools and hospitals; corporate net income taxes paid by busi-
nesses providing goods and services to medical schools and hospitals; and other selective busi-
ness taxes such as gross receipts taxes, public utility realty taxes, insurance premium taxes,
motor vehicle taxes, and financial institutions taxes).

Methodology Employed in the Economic Impact Study

As shown above, AAMC members impact the national economy by hundreds of billions of dollars
annually. AAMC members are major employers in their home states and therefore major genera-
tors of personal income for state residents. Businesses operating within each state in the wholesale,
retail, service, and manufacturing sectors benefit from the direct expenditures of the institution
and its staff on goods and services. In addition, businesses in each state are recipients of spending
by hospital patients, patients’ visitors, medical students and their visitors.

All of these “direct” expenditures are re-circulated in the economy as recipients of the first-round
of income “re-spend” a portion of this income with other businesses and individuals within each
state. This re-spending is often termed the “multiplier” or “indirect” effect. Tripp Umbach’s
research has determined a medical school/teaching hospital business volume multiplier effect of
2.3. Therefore, for every dollar directly spent by a medical school or teaching hospital, an addition-
al $1.30 is indirectly generated for a total impact of $2.30. The methodology used for this study
measures the effect of both direct and indirect business volume, employment, and government rev-
enue impacts for states containing an AAMC member.

Not included in Tripp Umbach’s impact model are patient spending at the hospital itself or eco-
nomic benefits which result from AAMC members’ provision of community health improvement
activities, preventive and primary care, access to care, and physician training. Additionally, the
impact generated by the existence of non-employed physicians with privileges at AAMC member
institutions is not included in this study.
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Tripp Umbach has performed more than 150 economic impact studies for both academic institu-
tions and large health care systems, including the Mayo Clinic Rochester, UPMC Health System,
and all Ohio medical colleges. The firm has completed similar statewide studies in Pennsylvania,
Minnesota, Wisconsin, Ohio, Virginia, and South Carolina. The Tripp Umbach methodology gen-
erally employed in these studies was originally derived from a set of research tools and techniques
developed for the American Council on Education (ACE).4 The ACE-based methodology employs
linear cash flow modeling to track the flow of institution-originated funds through a delineated
spatial area. Tripp Umbach modified the ACE model to accommodate the complexities of AAMC
member organizations (see Figure 1).

4 Caffrey, John and Isaacs, Herbert, "Estimating the Impact of a College or University on the Local Economy," American
Council on Education, 1971.
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Figure 1
AAMC-Member Economic Impact Model

AAMC-member organization

Direct spending by
member for capital
improvements and
goods and services

Direct
employment

Total Tax
Impact

Total Business
Volume Impact

Total Employment
Impact

Income tax payments
by staff, MDs, and
residents

In-state spending
by staff, MDs,
students, and
residents

In-state out-of-
hospital spending
by out-of-state
patients

Indirect business
tax payments

Indirect
employment

Indirect business
spending

In-state spending
by out-of-state
visitors

Multiplier
Effect

In-state out-of-
medical school
spending by
students



Association of American Medical Colleges 2009

The Economic Impact of AAMC-Member
Medical Schools and Teaching Hospitals
2008

Impact on Employment

The direct and indirect expansion of
employment attributable to AAMC
members

Perhaps the benefit that comes closest
to home is the sheer number of United
State citizens who depend on AAMC
members, either directly or indirectly,
for their jobs and livelihoods. A total
of 3,352,604 jobs in the United States
in 2008 were directly or indirectly
attributable to AAMC members.

Even on a direct employment basis
(i.e., only counting those directly paid
by AAMC members such as regular
staff, faculty, independent contractors,
or residents receiving training), AAMC
members are responsible for a substan-
tial component of national employ-
ment. During 2008, AAMC members
employed a total of 1,861,549 full-time
equivalent persons. This includes staff,
physician employees, and independent
physician contractors. It also includes
residents, who are paid a stipend while
they continue their graduate medical
education.

While direct employment is significant,
the actual extent of employment
impact on the state stemming from
AAMC members is considerably larger.
The business volume generated by
AAMC members creates jobs in a
broad range of sectors throughout the
nation's economy. These jobs are pro-
portionate to the need to service the
AAMC members themselves and their
related populations (staff, physicians,
students, etc.). In addition, the tax rev-
enues generated at the state and local
levels by AAMC members and their
business volume also create govern-
ment employment opportunities.

Table 16 includes the top 24 states and
District of Columbia totals for AAMC
total employment impact in each of
the states.

Table 16
AAMC Members’ Total Employment Impact in FTEs, 2008

22
Note: Tables include impacts of the 24 individual states and the District of
Columbia in which AAMC members’ impact is highest plus “All other
states” total which reflects the impact of the remaining 22 states where
AAMC members are located.


