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Executive Summary 
KYMEA is developing a natural gas-fired electricity generation plant in Madisonville, 

Kentucky. The plant will have 75 net MW of generating capacity. The company plans to 

invest approximately $130 million (exclusive of financing costs) to develop the 25-acre 

site, named KYMEA Energy Center. This note provides estimates of the new local 

economic and fiscal activity expected from the development.  

 

There are two primary impacts expected from the project. First, there will be a spike in 

construction and linked jobs as the site is built out over approximately two years. Using 

estimates of the construction payroll, I estimate that there will be a total (direct and 

spinoff) of 111 new job-years in the county from the construction phase, with new labor 

income of $17.5 million. For the operations phase, I estimate there will be an annual 

increase of 49 jobs with labor income of $3.3 million. 

 

The City of Madisonville levies an occupational tax of 2.5 percent on wages, salaries and 

other compensation. Hopkins County Fiscal Court levies an additional 0.5 percent 

occupational tax. Applying that to the direct plant activity yields a one time increase of 

$424,000 from construction, and an annual increase to the jurisdictions of $51,000 from 

operating the plant. Because the plant is to be owned by a nonprofit association of 

municipalities there will be no new property taxes generated from the facility itself. The 

company will also make a $100,000 annual payment in lieu of taxes to compensate the 

City for public services like police, fire and roadwork. 

mailto:coomes.economics@gmail.com
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Demographic and Economic Characteristics of Hopkins County 

The plant is to be built in Madisonville, Hopkins County. Madisonville is about 40 miles 

south of Henderson KY and the Ohio River. The plant and substation will require about 25 

acres. The developer provided me with a vicinity map (below), showing the plant site just 

west of downtown Madisonville.  

 

 

Newly released results from the 2022 American Community Survey provide a nice 

summary of demographic and economic characteristics of Hopkins County. Some details 

are provided in Appendix A. A few things stand out: 

➢ Compared to the Kentucky state average, the county population is more likely to 

be native-born, and to report a disability.  

➢ Fewer adults have a four-year college degree, and a large percentage of adults are 

not in the labor force. 

➢ Residents tend to hold jobs disproportionately in mining, construction, production 

and transportation occupations. 

➢ Median household income was $54,500, compared to a state average of $60,200. 

 

Hopkins County’s population has hovered around 45,000 over the past several decades, 

as is evident in the accompanying chart. This demographic pattern is correlated with the 
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number of jobs in the county (next chart). The county has supported between 16,000 and 

18,000 wage and salary jobs over the past four decades, with essentially no net gain.  
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Data on commuting patterns are only 

published every five years, and reveal 

the historical interchange of workers to 

and from Hopkins County. As is evident 

in the first table, local residents fill 77 

percent of the 17,780 jobs in the 

county, and a significant flow of 

nonresidents commute in to work in 

from Muhlenberg, Webster, Caldwell, 

Christian and other nearby counties.  

 

Consider now the opposite flow, where 

Hopkins County residents work. In this 

survey there were 18,389 working 

Hopkins County 13,692 77.0%

Muhlenberg County 1,076 6.1%

Webster County 739 4.2%

Caldwell County 563 3.2%

Christian County 372 2.1%

McLean County 212 1.2%

Henderson County 192 1.1%

Daviess County 152 0.9%

all other 782 4.4%

Total 17,780 100.0%

County of Residence of Workers in 

Hopkins County, KY

Source: US Census Bureau, American Community 

Survey, Residence County to Workplace County 

Commuting Flows, 5-Year ACS, 2016-2020
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Hopkins County residents, of which 75 percent 

work in their home county. This is a relatively 

high percentage, and indicates sufficient job 

opportunities in the home county. Where do 

the rest of the residents work? One can see the 

primary work locations in the next table. 

Christian, Webster, Henderson, and 

Muhlenberg are the primary external 

destinations.   

 

 

 

  

Hopkins County 13,692 74.5%

Christian County 742 4.0%

Webster County 713 3.9%

Henderson County 655 3.6%

Muhlenberg County 621 3.4%

Vanderburgh County 350 1.9%

Daviess County 240 1.3%

Union County 235 1.3%

Caldwell County 218 1.2%

McLean County 144 0.8%

All other 779 4.2%

Total 18,389 100.0%

County of Work for Residents of 

Hopkins County

Source: US Census Bureau, American Community 

Survey, Residence County to Workplace County 

Commuting Flows, 5-Year ACS, 2016-2020
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Modeling the Economic Impacts 

I take a conventional approach to modeling the regional economic impacts, using a 

customized input-output model of Hopkins County1. I have purchased annual economic 

data for all 120 Kentucky counties, and use these as needed to construct regional models 

– of a county, a group of counties, or the whole state. The model has detailed information 

about the linkages among 500+ potential industries in each regional economy, as well as 

the relationship between household spending and demand for local retail goods and 

services due to the employee compensation or other forms of income. When there is new 

industrial activity in a region, the model can predict how much of the supply chain can be 

met by local businesses and how much the new payroll will result in additional sales (and 

jobs) by local businesses.  

 

The ratio of the total regional economic activity to a change in activity by a local industry 

is called a multiplier. For example, if a new manufacturing company adds 100 jobs and 

the County were to ultimately see another 80 jobs due to related spinoff activity, the 

employment multiplier would be 1.8 (180 total jobs divided by 100 direct jobs). Similar 

multiplier effects are generated for business output, employee compensation, and value-

added2. 

 

The relevant sector for the construction phase is number 52, “Construction of new power 

and communication structures”, and I use this to model the initial investment. The 

employment multiplier for that sector in Hopkins County is 1.341. This is a modest 

multiplier, due to the fact that almost all the materials used to build the plant are made 

outside the County; thus, there are few inter-industry impacts locally.  

 

There will also be spin-off impacts from ongoing operations. The relevant IMPLAN sector, 

number 40, “Electric Power Generation – Fossil Fuels, with an employment multiplier of 

3.253 in Hopkins County. The local spinoffs from operations is much greater than that for 

construction, since the workers will live in the region and spend much of their income on 

local goods and services. 

 

 

 
1 For documentation of IMPLAN modeling, see www.implan.com/history/ . For this project I use economic 

data for 2022, the latest available. 
2 Value-added is a measure of how much economic activity actually sticks to a region. For example, if one 

purchases a new vehicle for $40,000 from a local dealership, only a few thousand dollars actually is 

captured in the county. Business revenues rise by $40,000, but most of it flows right out to the place 

where the vehicle was made. Local value-added measures the fraction of the sale that ends up paying 

workers and owners at the dealership, as well as any local taxes captured as a result of the sale. 

http://www.implan.com/history/
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Construction Payroll and Local Economic Impacts 

From an economic perspective, the natural gas electricity generation project has two 

phases, construction and operations. The construction phase is expected to last about 

two years, while the operations phase will last several decades. The regional economic 

impacts consist of the direct effects of spending by the developer, and any spinoff impacts 

due to local purchases of supplies and new spending by households as a result of their 

increased incomes. 

 

Direct effects 

The company expects to invest approximately $130 million in the project, exclusive of 

financing costs. The investment involves site preparation, building the plant, purchases of 

electrical equipment, installation, plus landscaping and security fencing. The company 

plans to enter into an Engineering, Procurement, and Construction (EPC) contract for this 

project, and has a month by month projection of workers needed and their total 

compensation.3  

 

Construction employment varies by month over two years, and is expected to peak at 97 

in December 2026. I have converted the employment schedule to job years for modeling 

purposes, and calculate 82.9 job-years, with total compensation of $14.1 million.  

 

Total impacts in Hopkins County from construction 

The construction phase will have some spin-off effects in Hopkins County, due to 

materials and labor purchased locally. The economic impact of local supplies purchased 

is called the indirect effect, and the impact of new local household spending is called the 

induced effect. Adding these two effects to the direct effect yields the total effect of a 

development, and dividing the total effect by the direct effect yields a multiplier. Using 

the Hopkins County multipliers for the relevant construction sector, and the direct 

 
 

Impact

Employ

ment Labor Income Value Added Output

Direct 82.9 $14,127,924 $21,551,987 $34,572,292

Indirect 11.1 $1,326,957 $2,529,726 $4,772,181

Induced 17.1 $2,092,473 $3,990,706 $6,930,466

Total 111.2 $17,547,354 $28,072,419 $46,274,938
IMPLAN model of Hopkins County, using 2022 economic data; "Construction of 

New Power and Communication Structures", Sector 52.

Economic Impact of Construction Phase, Hopkins County
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construction budget, I project there will be a total of 111 new job-years in the county, and 

new labor compensation of $17.5 million.  

 

The table above illustrates the various impact components across several standard 

economic measures. Note that both the indirect and induced effects are quite small. The 

indirect effect is small due to the lack of local suppliers of materials for the plant 

construction. The induced effect is small due to the limited amount of retail and service 

businesses in the county to absorb the new household income linked to the construction 

jobs. 

 

Impact of Ongoing Operations 

According to the developer, there will be 15 employees that operate the plant on rotating 

shift when the gas fired plant goes operational in June 2027.  The base pay is projected to 

be $40 per hour. Assuming 2,000 hours of work per year, this implies an average annual 

pay of $80,000. There will also be fringe benefits for health insurance and retirement 

funds. The fringe rate for utility jobs in Kentucky is 41 percent4, so total employee 

compensation is expected to be $1.69 million (in 2027 dollars).  

 

Next, consider the expected annual spinoff effects in Hopkins County from operating the 

plant. Using the relevant IMPLAN sector for the county yields an estimate of total 

employment of 49 jobs, with labor income of $3.3 million. As one can see, the predicted 

spinoffs from operations are relatively much greater than those for the construction 

phase. 

 

 

 

 
4 Source: US Bureau of Economic Analysis. In 2023, wages and salaries in the Utility industry of Kentucky 

were $708.1 million, and total employee compensation was $999.7 million. 

Impact

Employ

ment Labor Income Value Added Output

Direct 15.0 $1,692,000 $8,441,060 $18,891,884

Indirect 23.8 $1,263,156 $3,384,781 $7,357,138

Induced 10.0 $372,222 $708,900 $1,231,583

Total 48.8 $3,327,378 $12,534,741 $27,480,605

Annual Economic Impact of Operations Phase, Hopkins County

IMPLAN model of Hopkins County, using 2022 economic data; "Electric Power 

Generation - Fossil Fuels", Sector 40
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Wider regional economic impacts 

I also investigated the possible economic impacts in the multi-county region, as well as 

statewide. I built an IMPLAN model of Hopkins County, plus Muhlenberg, Webster, 

Caldwell and Christian counties, and simulated the same construction and operational 

activity at the natural gas plant. The predicted impacts in the five county region were 

virtually the same as for the Hopkins County-alone model, suggesting little in the way of 

linkages outside the host county. The statewide model predicts total construction-

related employment of 127, compared to 111 for Hopkins alone, a very modest 

difference. For the operations phase, the state model predicts total employment of 69 

compared to 49 for Hopkins alone. That is a significant difference. However, I do not 

believe it should be considered here. While the electric generation plant is ‘new’ to 

Hopkins County and will bring in new dollars to the county, it is hard to argue that the 

generation capacity generates new dollars for the state. Presumably the generation 

capacity reflects growing demand from Kentucky households and businesses, or a 

substitute for other fossil fuel-based operations. It is not valid to apply multipliers to 

activity supported by local demand. 

 

Local Tax Revenues 

The project is exempt from property taxes. The Kentucky Municipal Energy Agency 

(KYMEA) is a joint public agency organized under the Kentucky Interlocal Cooperation 

Agreement. However, the company has agreed to an annual Payment in Lieu of Taxes  

(PILOT) of $100,000 to the City of Madisonville as an offset for city services (fire, police 

protection, general road maintenance, etc) that the City normally provides.  KYMEA will 

pay the City for the utility services it needs to operate the plant. 

 

The City of Madisonville levies a 2.5% occupational tax on wages, salaries and other 

compensation, as well as on net business profits. Hopkins County Fiscal Court levies an 

additional 0.5% tax, so the total rate is 3.0% in the City5 Thus, if the construction phase 

generates a direct payroll in the City of $14.1 million. the City and County Fiscal Court 

would receive a one-time increase in tax revenues of about $424,000. For the operations 

phase, the City and County Fiscal Court could expect an additional $51,000 annually. The 

City of Madisonville and Hopkins County would also see a modest increase in occupational 

taxes from the spinoff labor compensation, though it would be very difficult to predict 

how much of the spinoff occurs in the city limits versus the county.  

 

 
5 See http://kyocctax.com/secure/documents/current/Madisonville%20Net%20Profit.pdf and 

https://hopkinscountykentucky.org/images/hopkinscounty-10072015080653.pdf  

http://kyocctax.com/secure/documents/current/Madisonville%20Net%20Profit.pdf
https://hopkinscountykentucky.org/images/hopkinscounty-10072015080653.pdf
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There will also be some Kentucky state income and sales tax revenues associated with the 

plant. However, as discussed above, it is hard to argue that these tax revenues are truly 

new to the state. If the plant were built specifically to sell power outside of Kentucky there 

would be a good argument for treating this project as bringing in new incomes and tax 

revenues to the state. But the project is designed to provide power to a group of Kentucky 

municipalities, and thus is absorbing dollars already in the state. 
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Appendix A 

Hopkins 

County

State of 

Kentucky

Number of residents 45,223 4,502,935

Median age 41.4 39.1

Percent white 88.6% 84.8%

Percent of noninstitutionalized population w disability 26.1% 17.6%

Percent foreign-born 1.70% 4.10%

Percent 18 and older veteran 5.8% 7.0%

Percent living in same house as a year ago 87.2% 86.6%

High school attainment rate, population aged 25+ 88.6% 88.2%

College attainment rate, population aged 25+ 15.5% 26.5%

Number of Households 18,345 1,769,102

Median household income $54,466 $60,183

Persons per household 2.47 2.55

With broadband internet subscription 84.8% 85.6%

Population 16+ 36,204 3,607,440

In the labor force 54.2% 59.5%

Employed civilian 50.0% 56.1%

Unemployed 4.2% 3.0%

Armed forces 0.1% 0.4%

Not in labor force 45.8% 40.5%

Median travel time to work (minutes) 22.1 23.9

Civilian employed population 16 years and over 18,087 2,025,396

Management, business, science, and arts occupations 33.3% 36.4%

Service occupations 15.3% 15.7%

Sales and office occupations 16.6% 20.6%

Natural resources, construction, and maintenance occupations 13.0% 8.8%

Production, transportation, and material moving occupations 21.7% 18.6%

Industry

Agriculture, forestry, fishing and hunting, and mining 5.6% 1.8%

Construction 5.6% 6.2%

Manufacturing 15.9% 14.2%

Wholesale trade 1.9% 2.3%

Retail trade 9.8% 11.8%

Transportation and warehousing, and utilities 7.7% 6.8%

Information 0.4% 1.4%

Finance and insurance, and real estate and rental and leasing 4.1% 5.6%

Professional, scientific, and mgmt, and admin and waste mgmt services 5.7% 9.0%

Educational services, and health care and social assistance 27.2% 24.0%Arts, entertainment, and recreation, and accommodation and food 

services 6.1% 8.1%

Other services, except public administration 3.9% 4.5%

Public administration 6.2% 4.3%

Demographic and Economic Characteristics of Hopkins County

Source: US Census Bureau, American Community Survey, 5-year profiles, 2018-22, 

www.census.gov/acs/www/data/data-tables-and-tools/data-profiles/ 


