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In 2004 the LPFA completes 30 years of
dedicated service to Louisiana, its people,

institutions and governmental entities.

To determine the economic impact of the
Authority on the state during its first 25
years of service, the LPFA commissioned
an impact study by Dr. James A Richard-
son, the distinguished economist with the
E.J. Ourso College of Business Admin-
istration at Louisiana State University.
The following study, The Louisiana Public
Facilities Authority: Impact on the Louisiana
Economy, 1999-2003, supplements Dr.
Richardson’s 1974-1999 study in connec-

tion with LPFAs 30thanniversary.

For copies of the 1974-1999 study, please

contact the LPFA or vist www.Ipfa.com.




Jobs and personal earnings are the bottom-
line in terms of defining economic progress.
LPFA during its first 25 years (1974 through
1998) facilitated economic activities that led,
on average, to an additional 8,333 jobs per year
and additional personal earnings of $158.6
million per year for the Louisiana economy.
From 1999 through 2003 LPFA facilitated
economic activities that led to an average of
7745 jobs per year and additional personal

earnings of $202.3 million per year.




PUBLIC FACILITIES AUTHORITY

Impact on the Louisiana Economy, 1999-2003
Prepared for The LPFA by Dr. James A. Richardson

The Louisiana Public Facilities Authority (LPFA) was created as a public trust and public corporation in 1974 with the
authority and responsibility to issue taxable and tax-exempt bonds to finance projects and programs in the best interest of
the citizens of Louisiana. LPFA serves as a financial intermediary between public and private entities in Louisiana and the
national and international financial markets for the financing of educational and medical facilities, industrial and economic
development projects, state and local programs, and other projects and programs in the best interest of the state. As a fi-
nancial intermediary, LPFA directly affects state and local governments, agencies, companies, and individuals who borrow
money through the LPFA. In a broader sense, LPFA, along with the entities borrowing the funds, influences the entire Loui-
siana economy in terms of supporting jobs associated with construction activity related to the issuing of bonds, providing
an infrastructure to support on-going and permanent economic activity, and reducing interest payments associated with

financing debt of governments and private entities.

This study identifies and analyzes the various financial transactions undertaken by LPFA from 1999 through 2003 and the
subsequent impact of these financial transactions on the state’s economy including additional business activity, new jobs
created, and additional earnings, reduced interest expenses for governmental subdivisions and private entities, and other

economic benefits accruing to the citizens of the Louisiana.




I1. Economic Benefits Related to

LPFA Financial Transactions

LPFA financial transactions influence the performance and
direction of the Louisiana economy. Construction projects
create business activity, new jobs, and additional personal
earnings for citizens of the state. These benefits last just
as long as the construction project. In the case of LPFA
these benefits appear to be recurring since LPFA is typi-
cally financing a new construction project or projects each
and every year. The true long-term benefits of any of the
construction projects to the state of Louisiana occur after
the construction project is completed. At that point, for ex-
ample, the medical facility provides services to its patients
and jobs to its employees and outside suppliers of goods
and services; the university facilities provide educational
services to its students and employment to its faculty, staff,
and outside vendors; housing construction provides living
services to persons buying a new home or renting an apart-
ment plus employment to those providing services to the

owners of the new homes or new apartment buildings.

Benefits related to the construction of the various facilities

are easily computed and aggregated on a yearly basis. The

report provides estimates of the economy-wide benefits
due to the various construction projects financed by LPFA.
Benefits accruing to the state because of the use of the new
or renovated facility are just as real as benefits related to
the construction activity, but more difficult to measure

and aggregate.

LPFA provides financial services to specific programs that,
perhaps, did not involve construction activity, but rather a
chance to reduce interest expenses for state and local gov-
ernments, an opportunity to restructure a state program
that was in jeopardy, or a chance to provide cash flow flex-

ibility to local governments at reduced interest costs.

Finally, LPFA has provided or facilitated funding to certain
projects as a means of jump-starting an initiative such as
funding for a rural healthcare initative in southwestern
Louisiana. These activities do not provide the traditional
service of a financial intermediary, but LPFA provides the
spark that gets a project off the ground. Benefits from these
financial transactions are best computed by examining the

specific LPFA project.




LPFA does not, by itself, create wealth, but it helps other
entities create wealth in Louisiana; LPFA does not, by itself,
create additional business activity, new jobs, and additional
personal earnings for citizens of the state, but it helps oth-
ers create this economic impact; and, LPFA does not, by
itself, create the reasons for which the various entities need
to borrow funds, but LPFA facilitates these financial trans-
actions so as to reduce the burden of servicing the debt.
The facilitation of these financial transactions is, without
a doubt, a key and necessary ingredient in promoting and

stimulating economic growth in Louisiana.

III. LPFAs Bond Issuances, 1999-2003

LPFA, during its last five years of operations, issued over
$2.3 billion of bonds or an average of just over $460 million
per year. These bonds were issued (1) on behalf of specific
public and private universities for buildings and equipment,
(2) on behalf of local governmental bodies in handling cash
flow problems, (3) on behalf of individual projects such as
the construction of housing developments, (4) in support
of student loans for college students, (5) on behalf of major

health care providers within the state for construction and

the purchase of equipment, and, (6) for a variety of other
purposes. From 1974 through 1998, LPFAs first 25 years
of operations, LPFA issued approximately $525 million of

bonds per year.

LPFA Financial Activity: Magnitude and Purpose

LPFAs role as a financial intermediary is illustrated in Fig-
ures 1a, 1b, 23, and 2b. LPFA issued close to $700 million in
bonds in 1999, over $800 million in bonds in 2002, and
over $334 million in bonds in 2003. In 2000 and 2001
LPFA issued approximately $200 million in bonds. Bonds
issued by year are illustrated in Figure 1a. The accumulation
of the bond issuances is illustrated in Figure 1b. From 1999

to 2003 LPFA issued over $2.3 billion of bonds.

Atits creation, LPFA was not given specific goals, but rather
the general assignment of providing financial services in
the best interest of the citizens of Louisiana. LPFA was
not specifically instructed to be a contra-cyclical financial
force within the state. Similarly, LPFA was not assigned
the specific duty of alleviating the state’s cash flow prob-
lems and the implications of these cash flow problems for

local governments. The LPFA was not assigned to assist




local governments in reducing interest rate FIGURE 1A: LPFA BOND ISSUANCES: 1999—2003
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FIGURE 2B: PERCENT OF LPFA BOND

ISSUANCES BY TYPE 1999—2003

FIGURE 2A: LPFA BOND

ISSUANCES BY TYPE 1999—2003
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LPFA provided major fund-
ing for higher education
in the form of bond issu-
ances for construction and
equipment and for student
loans with these financial
transactions amounting to
over 30 percent of all LPFA
transactions during its last
5 years. Bonds for state and
local projects accounted for
about 8 percent of all LPFA

bond issuances during the

past 5 years. Advance funding for local governments, in-
cluding school districts, law enforcement agencies, and oth-
erlocal political subdivisions, accounted for about 7 percent
of all bonds issued from 1999 to 2003. Advance funding
allows a local school district to even out its revenue stream
with its expenditure stream without having to borrow from

commercial banks and typically higher rates and fees.

LPFA Financial Activity: By Region

LPFA provides financial services throughout the state.

LPFA has provided college and university bond assistance
for Centenary College of Louisiana and the Biomedical
Foundation of Northwest Louisiana in Shreveport; the Ti-
ger Athletic Foundation, the LSU Alumni Association, and
DPennington Biomedical Research Center in Baton Rouge;
Tulane University, Loyola University, Dillard University,
and the University of New Orleans in New Orleans.

Advanced funding has assisted school systems from the city
of Monroe to Tensas Parish to Jefferson Parish to Lafayette
Parish to East Baton Rogue Parish to St. James Parish. Ad-
vanced funding allows the school systems to borrow for
cash flow purposes within a fiscal year. School expenses are

monthly, but school revenues are more spiked.

The Baton Rouge Metropolitan Area and the New Orleans
Metropolitan Area take advantage of LPFAs financial ser-
vices more than other metropolitan areas. But, this is not
surprising since New Orleans has just over 30 percent of
the state’s population, a number of private universities that
utilize LPFAS financial services, and a number of large med-
ical centers that require financial services. Baton Rouge is
the second largest metropolitan area in the state and houses

state government.




IV. The Economic Significance of LPFA
Associated Construction Projects

Financial activity, obviously, affects the private or public
agencies directly involved with the borrowing of funds for
the construction of a new facility, the purchase of equip-
ment, or refinancing of a major debt. LPFA’s financial activ-
ity also affects the overall economy in terms of supporting
additional business activity, additional jobs, and additional
personal earnings that would not have occurred if the finan-
cial transactions had not occurred. The economic impact on
the economy can be divided into two parts: (1) construction
activities create new business activity, new jobs, and addi-
tional household earnings for as long as the construction
project is being completed and (2) once, the construction
project is completed, the new facility supports a permanent
activity which provides economic benefits to the economy
as long as the facility is able to support the production of a

good and/or service.

Economic Impact of Construction
Projects Related to the LPFA
LPFA provides the financial wherewithal with which to

construct a facility and purchase the necessary equipment

to make the facility operational. These financial transac-
tions by LPFA that led to the construction of facilities are
associated with increased business activity, new jobs, and
additional personal earnings. Each financial transaction af-
fects the overall economy for just a short duration, but the
LPFA is continuously financing construction projects so
LPFAs overall impact on the economy is more permanent
than just one construction project. From 1999 to 2003
LPFA financed approximately $290 million of construction
projects each year. Estimates of increased business activity,
additional personal earnings, and the creation of new jobs
due to LPFAs financial transactions are summarized in

Table 1 by sector of the state’s economy affected.

Overall LPFA’s financial activities created over $651 million
of business activity; personal earnings of close to $202.3
million; and 7745 jobs throughout the economy. Over
4,400 of these jobs are in the construction sector since the
purpose of the financial transaction is to finance a construc-
tion project. This represents about 3 percent of all construc-
tion jobs in the state during this time period. However,
over 3,300 jobs will be created in the manufacturing sector,
wholesale and retail trade, personal and business services,

and other sectors of the economy.




TABLE1

ECONOMIC IMPACT OF LPFA FINANCIAL ACTIVITY ON LOUISIANA ECONOMY

($290 MILLION OF CONSTRUCTION ACTIVITY PER YEAR)

ECONOMIC IMPACT ON STATE OF LOUISIANA

SUPPORT BY INDUSTRIAL

BUSSINESS TRANSACTIONS

HOUSEHOLD EARNINGS

JOBS CREATED

CLASSIFICATION ( IN MILLIONS OF $) ( IN MILLIONS OF $) (NUMBER OF JOBS)
Agriculture and Mining 10.5 2.4 119
Construction 295.8 109.9 4,415
Manufacturing 76.2 14.8 394
Transportation and

Public Utilities 37.4 8.9 226
Wholesale and Retail Trade 66.0 23.6 1,027
Finance, Insurance,

and Real Estate 50.1 6.4 208
Business and

Personal Services 115.5 36.3 1,356
TOTAL $651.5 $202.3 7,745

Source: author and input/output model from Bureau of Economic Analysis, US Department of Commerce.




These estimates of increased business activity, additional
personal earnings, and new jobs include the direct effects of
the construction project requiring workers to build the facil-
ity, the indirect effects of the spending on other materials
necessary to build the facility and the positive repercussion
on businesses that are producing these construction materi-
als, and the induced effects of spending by the construction
workers and workers associated with the companies provid-
ing materials to the construction site on everyday purchases
at the grocery store to the gas station to the movie theater
to the dentist and on and on and on. These impacts have a
way of spreading throughout the economy and affecting, for
example, a person working at the convenience store though
that person will never be able to identify exactly why the

convenience store for which he works is successful.

Economists use an Input-Output Model', an interindustry
computer model of transactions among various industries
within the economy, to estimate the impact of an increase in
various construction projects on overall business activity in
the state, additional personal earnings, and the number of
new jobs created. This model indicates the change in overall

business transactions, the change in personal earnings, and

the change in employment due a change in purchases from
a specific industry. These estimates take into account the
direct, indirect, and induced effects on economic activity

described above.

Jobs and personal earnings are the bottomline in terms of
defining economic progress. LPFA during its first 25 years
(1974 through 1998) facilitated economic activities that
led, on average, to an additional 8,333 jobs per year and ad-
ditional personal earnings of $158.6 million per year for the
Louisiana economy. From 1999 through 2003 LPFA facili-
tated economic activities that led to an average of 7745 jobs
per year and additional personal earnings of $202.3 million
per year. In order to match the impact of the LPFA and the
entities that have requested the financial assistance of the
LPFA on the Louisiana economy, the state would have to
have new construction activity, financed by other methods,
of $290 million per year or a new manufacturing facility

operating in the state with sales of $1 billion per year.

Another way of evaluating the impact of the LPFA associ-
ated construction projects on the Louisiana economy is to

examine the increase or decrease in jobs in Louisiana with
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and without the financial transactions facilitated by LPFA.
In the 1980-84 time period the Louisiana economy created
16,800 jobs per year, including the impact of LPFA financial
transactions. Without the LPFA financial transactions, the
Louisiana economy would have created about 8,500 jobs
per year for this period of time. From 1985 to 1989 the
Louisiana economy actually lost about 12,600 jobs per
year, including the impact of LPFA financial transactions.
However, without LPFAs financial activities during this
time period, the Louisiana economy would have averaged
a loss of over 28,000 jobs per year. LPFA was particularly
important to the Louisiana economy during the oil patch
collapse in the 1980s and the financial weakness of many of

the other financial institutions within the state.

From 1990 to 1994 the Louisiana economy created 36,700
each year, including LPFAs impact through its financial
transactions. The state would have only experienced an
increase of just over 29,000 per year if LPFAs financial
transactions had not occurred and no other financial in-
stitution would have or could have provided the necessary
financial services to the entities served by LPFA. During the

time period of 1995 through 1998 the Louisiana economy

created 35,400 jobs per year, including the LPFA impact on
the state’s economy. Without LPFAS financial transactions
and no other financial institution able or willing to provide
the necessary financial services to the entities served by
LPFA, then Louisiana would have created just over 31,000

jobs per year.

From 1999 to 2003 the Louisiana economy created about
1,800 jobs per year, including LPFAs impact through its
financial transactions. Louisiana would have experienced
a loss of about 5,945 jobs per year if it had not been for
LPFAs financial intermediation on behalf of businesses
and governments in Louisiana, and assuming no other
financial institution would have been able and willing to
step in and provide the necessary financial intermediation.
Avyear by year comparison of jobs actually gained or lost by
the Louisiana economy with LPFAs financial services with
what would have been jobs in the Louisiana economy if
LPFA had not provided its financial services and no other
financial institution would have filled the gap is illustrated

in Figure 3.




FIGURE 3
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V.The On-Going Impact of

LPFA Financial Transactions

The on-going impact of LPFA Financial Transactions is best
described by focusing on individual LPFA programs and
projects. Construction projects, once they are completed,
lead to on-going economic activity in Louisiana and this
on-going economic activity can be highlighted by focusing
on individual projects related to certain themes: (1) finan-
cial services provided for higher education and economic
development, (2) financial support for health care provid-
ers, (3) financial assistance to local governments trying to
even their expenditures with their revenue stream, and (4)

student loan programs for college students.

On-going Impacts Associated with Construction Projects
Financial Services for Higher

Education and Economic Development

From 1999 through 2003 higher education institutions
borrowed $412 million for improvements in univer-
sity facilities (excluding athletic facilities), including Tulane
University, Dillard University, Centenary College, Loyola
University, the University of New Orleans Research and
Technology Foundation; University of New Otleans Film

Studio; the LSU Alumni Association Conference Center:

Biomedical Foundation of Northwest Louisiana; and, the

Medical Center of Louisiana at New Otleans. These proj-
ects enhanced the educational facilities available to the
various universities and augmented economic development
functions of these higher education institutions. LPFA
facilitated the financial requirements of these institutions
of higher education enabling them to augment their educa-

tional and economic development services.

State-wide Health Care Financing
LPFA issued $765.7 million of bonds to finance health

care construction and equipment purchases from 1999




through 2003. Christus Health, Touro, Pendleton Memorial
Hospital, and Ochsner Clinic Foundation have utilized the
financial services of the LPFA to enhance their medical facili-
ties. Approximately 32 percent of the increased business ac-
tivity, additional personal earnings, and new jobs due to the
construction projects financed by LPFA are associated with
the construction of health care facilities and the enhance-
ment of existing health care facilities. LPFA financing of
health care projects has contributed, on average, over 2,478
jobs per year with additional personal earnings of close to
$65 million per year. But these benefits are just the begin-
ning of the on-going benefits associated with the health

care facilities.

The first and most obvious benefit accruing to the citizens
of Louisiana will be the improved health care available to
persons throughout the state. New facilities and equipment
lead to a quality adjustment in health care in the state and
a dispersion of health care availability throughout the state.
Second, over 210,000 persons in Louisiana are employed
in the health care industry. Since 1980 employment in the
health care industries has increased from about 80,000 to
over 210,000. These facilities complement and contribute

to the support of the jobs and earnings for these persons.

Again, LPFA did not create the need for the expansion in
health care facilities; neither did LPFA create the new tech-
nology that contributed to the improvement in the qual-
ity of health care possible for Louisiana citizens; however,
LPFA played its role of being a financial intermediary that
provided funds to the health care providers which enabled
them to expand the health care infrastructure in Louisiana.
This health care infrastructure expansion created construc-
tion jobs and multiplier effects from this construction dur-
ing the period of construction. More importantly, the health
care infrastructure created the possibility of major health
care improvements and availability for Louisiana citizens
and the support for significant jobs and earnings for health

care professionals and staff.

These two programs focus on improving the state’s infra-
structure in higher education and health care facilities. The
construction projects produce jobs and then, once com-
pleted, provide a facility that will promote and support an
activity that leads to a more productive Louisiana economy.
LPFA plays a prominent role in this activity by being the
financial intermediary that brings the financial markets and

the Louisiana institution together.

13
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On-going Impacts Associated with

Competitive Financial Programs

Advanced Funding for School Districts

School districts have expenditure streams that suggest
about one-twelfth of expenditures will be incurred each
month of the fiscal year. Revenue streams are not evenly
spread throughout the year. Sales tax receipts are received
each and every month with some seasonal variation;
property tax receipts, however, are not paid on a monthly
basis but rather at the beginning of the calendar year. Local
governmental subdivisions that make extensive use of the
property tax to support their operations will always have an
intra-fiscal year imbalance between expenditures and rev-
enues. This imbalance is not any different from, say, a retail
establishment that makes 60 to 70 percent of its sales dur-
ing the months of November and December. Expenses will
occur more evenly over the course of the year, but receipts

are concentrated in two months.

School districts borrow in the first part of the fiscal year and
then repay the loans in the later part of the fiscal year. Low

interest rates are important because the higher the interest

rate the lower the public services that will be available to the
local citizens. LPFA instituted in 1982 an advanced funding
program that permits local governments, law enforcement
agencies, and school districts to borrow from the LPFA for
cash flow purposes. LPFA provided almost $130 million
in advanced funding for local school districts from 1999
through 2003 or about $26 million per year. LPFA rates in
2003 averaged about 2.19 percent, including all fees associ-
ated with short-term borrowing. Banks would have charged
about 4 to 5 percent based on prime rates and market con-
ditions. School districts have about $0.5 to $0.75 million
to spend on other public purposes because of the lower

financial costs.

Student Loan Assistance

Student loan programs are very helpful in making col-
lege available to students in all income categories. Other
financial institutions offer student loan support. The LPFA
provides certain incentive programs that allow students
advantages in the repayment of the loans. These advantages
include a 3 percent interest rate reduction to borrowers who
make their initial 36 monthly payments on time; an interest

rate reduction of 0.25 percent for those borrowers who have




their monthly repayments automatically debited from their
bank accounts; the LPFA pays the 3 percent origination fee
on all Title IV Stafford Loans; and, students staying in Loui-
siana can receive rebates up to 6 percent of the principal for

staying and working in Louisiana.

The advanced funding program for school districts and the
student loan assistance program, as established by LPFA,
provide interest relief for school districts and student loan
participants. This enhances the purchasing power of school
revenues and of student incomes once the students are in

the workforce.

VI. Summary and Conclusions

The Louisiana Public Facilities Authority (LPFA) was
created as a public trust and public corporation in 1974
with the authority and responsibility to issue taxable and
tax-exempt bonds to finance projects and programs in the
best interest of the citizens of Louisiana. LPFA serves as a
financial intermediary between public and private entities
in Louisiana and the national and international financial

markets for the financing of educational and medical facili-

15
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ties, industrial and economic development projects, state
and local programs, and other projects and programs in
the best interest of the state. As a financial intermediary,
LPFA directly affects state and local governments, agencies,
companies, and individuals who borrow money through the
LPFA.In a broader sense, LPFA, along with the entities bor-
rowing the funds, influences the entire Louisiana economy
in terms of supporting jobs associated with construction
activity related to the issuing of bonds, providing an in-
frastructure to support on-going and permanent economic
activity, and reducing interest payments associated with

financing debt of governments and private entities.

LPFA does not, by itself, create wealth, but it helps other
entities create wealth in Louisiana; LPFA does not, by itself,
create additional business activity, new jobs, and additional
personal earnings for citizens of the state, but it helps oth-
ers create this economic impact; and, LPFA does not, by
itself, create the reasons for which the various entities need
to borrow funds, but LPFA facilitates these financial trans-
actions so as to reduce the burden of servicing the debt.
The facilitation of these financial transactions is, without

a doubt, a key and necessary ingredient in promoting and

stimulating economic growth in Louisiana.

LPFAs role as a financial intermediary is illustrated by its ac-
tivity. LPFA issued close to $700 million in bonds in 1999,
over $800 million in bonds in 2002, and over $334 million
in bonds in 2003.In 2000 and 2001 LPFA issued approxi-
mately $200 million in bonds. From 1999 to 2003 LPFA
issued over $2.3 billion of bonds. Approximately $290 mil-
lion of bonds per year permitted new construction projects
to take place and approximately $190 million of bonds per
year allowed Louisiana governments and citizens to realize

lower borrowing costs.

LPFA provides the financial wherewithal with which to
construct a facility and purchase the necessary equipment
to make the facility operational. These financial transac-
tions by LPFA that led to the construction of facilities are
associated with increased business activity, new jobs, and
additional personal earnings. Each financial transaction af-
fects the overall economy for just a short duration, but the
LPFA is continuously financing construction projects so
LPFA’s overall impact on the economy is more permanent
than just one construction project. Overall LPFAs financial

activities regarding construction projects created over $651




million of business activity; personal earnings of $202 mil-
lion; and 7,745 jobs throughout the economy. Over 4,400 of
these jobs are in the construction sector since the purpose
of the financial transaction is to finance a construction proj-
ect. This represents about 3 percent of all construction jobs

in the state during the time period of 1999 through 2003.

LPFA also provided programs that reduce the financing
costs to school districts thereby allowing school districts to
use their resources on public purposes. LPFA also lowered
the financing costs for student loans, again allowing the
students more use of their income once they have graduated
from college. LPFA also provided an incentive for students

to work in Louisiana.

(Footnotes)

'The Input-Output Model used in this analysis was the Re-
gional Input-Output Model Systems which was construct-
ed and is updated by the Bureau of Economic Analysis, a

division of the U.S. Department of Commerce.

LOUISTANA

PRIMIZAL [DITION + 5

ATTENTION BUSINESS & INDUSTRY!

Looking for new,talent?
Think Louisiana FIRST!

See resumes inside W

www

-LowisianaGr

17




Dr. Richardson is solely
responsible for the analysis
and findings contained in

this report.




LPFA BOARD OF TRUSTEES

Thomas A. Antoon

Chairman

Owen E. Brennan, Jr.

Vice Chairman

Lemon Coleman, Jr.

Secretary-Treasurer

Camille A. Cutrone

PJ. “Pete” deGravelles

J. Hubert Dumesnil

Hermann Moyse, Jr.

-







