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1. About this Guide

1.1 Purpose

Manufacturing extension centers must often report on the impacts they have had on their client firms.
The main data source of these impacts is the survighantifacturing Extension PartnersiifpeP)

clients, which interviews MEP client firms to see how their performance has clengelttect result

of center services. The 1999 MEP publica#oGuide for Communicating Imp4t0] suggests

numerous ways to report these direct, client-reported impacts to center stakeholders.

Another impact that th&uidesuggests reporting is the macroeconomic impact an MEP center has on
the state economy. By “macroeconomic impact” we meatothkeffect on theentirestate economy,

such as on state aggregate output, employment, personal income, and tax revenues. The total effect is
the sum of the direct effect of the client-reported impact—appropriately adjusted—plus its indirect
effect on the rest of the state economy. For example, if a client firm increases its sales and this
increases production in the state, the new production creates demand for other firms’
production—similar to how new machine-tool production creates new demand for raw steel—and the
combined new production creates additional jobs, income, and spending. This estimate of total impact,
of course, depends on the client-reported impacts: if these reported impacts are a complete measure of
the direct economic impact of a center, then the estimates of state macroeconomic impact are also
complete.

Clearly, however, there are limitations to this method. First, the client survey is by no means a measure
of all direct impacts; many are not captured in the survey. Second, the tools available for modeling
firm-level impacts and generating estimates of state-wide impacts are imperfect. Both measures are, at
best, only estimates. Sitill, these quantitative estimates of macroeconomic impact are very useful for
center evaluation.

At least three tools are available to centers for modeling and estimating the state macroeconomic
impact of client-reported impacts, ranging from the simplistic to the more valid and reliable:

Multipliers

Multipliers are single numbers, such as “2.5,” which estimate the total impact on the
state economy of a change in one of its sectors. If sales in one manufacturing industry
increase by $1 million and the industry’s sales multiplier is 2.5, then applying the
multiplier yields an estimated increase in total state sales of $2.5 million ($1 million x
2.5). Multipliers for national and regional economies can be obtained from a number
of sources, most notably the Bureau of Economic Analysis[12]. Multipliers are easy to
use, but simplistic. They do not estimate inter-industry effects, such as the effect of a
change in manufacturing output on non-manufacturing sectors. They also do not
estimate how impacts vary over time; that is, thesttee measures of impact. For

these reasons, some center stakeholders may require a more comprehensive and
defensible modeling approach.
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Input-Output Models

Input-output (1/0) models expand upon the concept of multipliers. Not only can 1/O
models compute the total effect on the state economy of a change to one or more
manufacturing sectors, but they can also estimate the effect on other, non-
manufacturing sectors and on consumers. To do this, they use a matrix of relationships
between industrial and consumer sectors. IMPLAN[7] and RIMS 11[12] are two widely
used I/O models available at reasonable prices. While more defensible than multipliers,
I/O models are still static, that is, they measure the one-time effect of a one-time
economic change.

Dynamic Macroeconomic Models

Dynamic macroeconomic models combine I/O models, economic theory, and
econometrically-estimated, time-dependent equations to model year-to-year changes in
the economy. If client-reported sales in one industry increase from $250,000 to $1
million over a four-year period, dynamic macroeconomic models can model the year-
to-year inter-industry and total state impacts of these client sales over the four-year
period and beyond. Dynamic models can be used to estimate multipliers and the
industry and consumer impacts computed in I/O models. REMI[9], DRI-McGraw[1],
and WEFA[15] are dynamic models available in various forms, ranging from
inexpensive simulations executed by the model’s developers to consulting services and
outright purchases of the models. Analyses based on dynamic models are considered
to be among the most comprehensive and defensible approaches available.

As one moves from simplistic multipliers to complex dynamic models, the richer and more precise the
analysis is and the more defensible the results are. Models of increasing sophistication can, however,
complicate the process of estimating impacts and interpreting and reporting results and can increase the
time spent by a center for the analysis.

The NIST Office of Applied Economics (OAE), in support of MEP, has developed a process for using
one of the dynamic macroeconomic models available, REMI, to estimate and report the state
macroeconomic impacts of the client impacts reported in the client survey. This step-by-step process is
designed to be time-efficient and affordable. Centers in Alabama, California, Illinois, Kentucky, New
York, Ohio, Pennsylvania, Tennessee, and Texas have worked with the NIST OAE to test and refine
this processThis Guide for Estimating and Reporting Macroeconomic Impacts of MEP Centers
describes the NIST-developed process in detail.

The Guide is designed to use client survey data derived from the Census Follow-up Survey[8],
employed by MEP from 1995 to 2000. A new survey instrument was started in 2000, replacing the
Census Survey. The Guide can be applied to data from the new survey, with appropriate modifications
to the methodology described in Chapter 3. For clarity, however, the Guide only describes using the
Census Survey data.

The NIST-developed process generates industry-impact data that, in general, could be used with
multipliers, input-output models, and dynamic macroeconomic models other than REMI. For clarity
and best practice, however, this guide is tailored to help centers specifically use REMI to estimate and
report state impacts in a defensible, efficient, and cost-effective manner.
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This guide provides

e aset of cirteriafor assessing whether your center has sufficient Census Follow-up Survey data
to estimate state macroeconomic impacts;

e a step-by-step proces®r compiling client-reported impacts in an automated fashion and
estimating state macroeconomic impacts;

e a sample two-page summary reporthat describes the Census Survey results and your
estimates of state macroeconomic impacts; and

e supporting information to strengthen your presentation of the results in the summary report.

1.2 Topics Covered

This guide is organized to make estimation and reporting both efficient and accurate. The step-by-step
process will help you:

e Detemine whether to proceed with estimation (Chapter 2) Before investing time, money,
and other center resources on extensive analysis, a center should determine whether it has
sufficient data (1) to lessen the effect of errors in how clients report impacts; and (2) to
generate large impacts.

e Compute client-reported impacts and industry impacts required for modeling
macroeconomic impacts in REMI (Chapter 3). The results of the Census Follow-up Survey
are returned to a center in a form that is not amenable to either computation of client impact
totals or use in macroeconomic modeliAg. automated process developed at NIST quickly
and correctly computes project-impact totals and adjusts them so they can be used in REMI.

e Run an analysis using the REMI model (Chapter 4).This guide assumes that a center does
not own a macroeconomic model in-house and will use a third-party—such as an outside
contractor, an agency in its state, or the model’s developer—to perform the analysis. So that
you remain informed about each step, the guide explains how a REMI simulation is performed,
from input of the data to simulation and viewing of the results. Still, sufficient detail is given so
that centers that have REMI in-house can perform their own simulations.

e Report the analysis results in a two-page summary (Chapter 5Once macroeconomic-
impact estimation is complete, the results need to be reported in a way that is easy for center
personnel to understand and, most importantly, deliver and explain to their stakeholders. This
guide suggests a two-page summary report and provides supporting information for informed
and defensible reporting.

Use the checklist on the inside cover as a guide in completing these steps.
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1.3 Who Should Read This Guide

This guide is specifically written for center personnel who need to estimate and report the state
macroeconomic impacts of their client-reported impacts. These personnel include:

e Center directors who need to understand and describe to their stakeholders the state impacts of
their center;

e Evaluation staff who need to estimate and report the state impacts of center projects; and

e Center strategic plannerswho need to understand the state economy so that the center can
better address the needs of the manufacturing industry in the state.

Because the macroeconomic impact simulations can be performed by REMI (the company), by another
in-state agency that has the REMI model, or by you (as a REMI licensee), this guide explains estimation
and reporting in the context of each of these scenarios. If you are only overseeing one or more of the
steps, the guide provides enough detail so that you can both monitor analysis and have sufficient
information about it to support the presentation of your results. If, on the other hand, you are
performing most of the analysis yourself, the guide provides explicit mathematical formulas and other
modeling details so that you can perform the analysis correctly.
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2. Determine Whether to Estimate Impacts

Estimating the state macroeconomic impacts of client-reported sales and other impacts is a multi-step
process. Because dynamic macroeconomic models such as REMI estimate the effiectusitigron

all other parts of the economy, one must first convert the Census Follow-up 8iemelevel impacts

to industrydevel impacts. Once industry impacts are computed, REMI can estimate total state impacts.

Converting client-reported impacts to industry impacts and then to state impacts takes expertise, time,
and center resources. Before starting estimation, then, one should be relatively certain that the analysis
will be successful, that is, the results will be defensible and of sufficient magnitude to be worth
reporting. Two criteria are offered here as indicators of potential success:

® To be a defensible analysis, there should be a sufficient number of projects so that errors in
reporting by client firms tend to average out. The larger the number of projects in the analysis,
the smaller the effect of this reporting error will be.

® To yield macroeconomic impacts that suggest a center is afisea#ly neutral, there should
be sufficient client-reported impacts such that, after macroeconomic analysis, the increase in
state and local tax revenues is worth reporting.

To determine whether you have projects and impacts that satisfy these criteria, first request from MEP
the Survey Data Summary Page for your center, a sample of which is shown in Figure 1. Next,
compare the total number of projects, sales impacts, jobs impacts (created plus retained), and capital
investment impacts listed in this summary to their suggested-minimum counterparts in Table 1. If the
values from your Summary Page are all larger than the minimums listed in Table 1, reporting errors
will be reduced and analysis of your project data will likely generate tax revenue estimates worth
reporting.

It is possible, however, that your data will not meet one or more of the criteria in Table 1. In this case,
since the criteria are an indicator of success rather than the basis of a rigid “go or no-go” decision, a
judgement call can be made, based on which of your data satisfy the criteria and by how much. Since
there are trade-offs between the impact types, an impact type that is less that the required minimum can
be offset by another impact type that exceeds its minimum requirement. Here are some suggestions:

If your data have fewer than the suggested minimum number of projects or fewer than the
minimum sales, you should probably postpone analysis until you have additional surveyed
projects and impacts.

If your data have fewer than the minimum jobs or capital investment listed but your sales
impacts are $15 million or more (per $1 million in annual center funding), macroeconomic
analysis should generate impacts of sufficient magnitude to be worth reporting.
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Account Mauager:

Center Code

Activity Type: Al

NIST/MEP Short Tem Follow-up Survey Data

Activity Substance: Al

Report Date:

September 09, 1999

Act. Delivery Mode Al

Number of
0 . q % - ojects with
Clients Reporting Beneficial Impacts Number Reporting 1n:pac! Tercent of Total gompleted
Clients who had made enough changes as a result of ass:stance to camMent ar. 1M pact 8 of SL9% surveys
Clients reporting baneficial impacts in one or mare of six key categorics 52 of 162 32.1%
Clients reporting uny heneticial impacts (six categories OR "other” impacts) 97 of 62 39.9%
Impact Data Qf Those Asked, Number Reporting  Percent with Number Quantifving Tmpact Net Quantified
Impact in Category Impact in Category tmpact Sales impacts
Sales 13 of 84 15.5% 7 ol 13 S
Labor Costs 34 of 84 40.5% 0 er 3 S TL, 00
Material Costs 18 of 34 21.4% 7ol I8 S (166,800} .
Inventury Level 12 of 84 14.3% 6 of 12, 5 150,000 Jobs impacts
Ne Job Creation 2 o 84 26.2% M of 2 (created plus
Jobs Retained 10 of 84 11.9% 8 of 10 retained)
Clicnt Invcstment OFf Those Asked, Number Reporting  Percent with Number Quantifying Impaci Net Quantified
Impact in Category Impact in Categary Impact
Capital
Client Capital [nvestment 43 of 161 26.5% 40 of 43 LY 10,877,900 I "Bnem
Other Praject Related Costs to Client 29 of 61 17.9% a8 af 29 % 428,110 imj
Customer Satisfaction ! About the Data
Number Pereent i "
Carliest Latest
1 - very dissalislied 0 0.0%
2 . dissatisfied 6 3.7% Projeet Close Dates Jul-87 Jun-93
3 - nenral 1 10.6% Survey Dates May-98 Apr-99
4 - satistied 54 33.5%
3 - very satistied 84 52.2%
Numbey Pereent
Total Reporting 161 100.0%
Records Attempted 227 100.0%
Survey Protocol Completed 162
Average Rating 4.34 Protocol Led to Tmpact Questions 84
Table 1. Criteria for Conducting Analysis
Minimum
Item Value
Number of projects with completed surveys 100

Client-reported economic impacts

Sales Impacts

(per $1 million in center funding for period covered)

Jobs Impacts

(created plus retained, per $1 million in center funding for period covered)

Capital Investment Impacts

(per $1 million in annual center funding for period covered)

$10 million

100

$6 million
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3. Compile Project and Industry Impacts

Now that you have decided to proceed with the macroeconomic analysis, you need to prepare for it.
The checklist in Table 2 describes the process of getting ready to estimate macroeconomic impacts
using your Census Follow-up Survey data and the REMI model.

Table 2. Preparation Checklist

[ Obtain access to the REMI model of your state.  Either have REMI (the company) run the impact
simulation for you, have another agency in the your state run the simulation, or lease the REMI model.

[ Provide NIST with the Census Follow-up Survey Data File for your state center(s). This is the file that
the Census Bureau provides to each center.

[ Provide NIST with select REMI baseline-forecast data. If you are having REMI (the company) run your
impact simulation, they will provide this data to NIST. If you own the REMI model, you will need to send the data
to NIST, using the method described in Appendix B.

After you have completed these three steps, NIST is ready to use the NIST Data Processor to compile
project and industry impacts for the REMI model. The NIST Data Processor is a software program
written and maintained by NIST that generates two analysis files:

e The NIST Data Report This is a text file that lists summary statistics for use in the two-page
summary report (see Section 5.2).

® The NIST REMI Input File . This file contains all the project impacts for your state,
appropriately adjusted by the NIST Data Processor and ready for input into REMI. The impacts
are in the form of REMI policy input variables. If you are having REMI (the company) or
another agency run your macroeconomic simulations, they will use this file (you will also
receive a copy of it). If you own the REMI model yourself, you will import the NIST REMI
Input File in the REMI model (see Section 4.2).

The following sections describe how the Census Follow-Up Survey Data are converted by the NIST
Data Processor into industry level impacts, and the form in which they are output.

3.1 The Census Follow-up Survey Data File

Each center maintains an activity data log (ADL) of the projects they have had with client firms. MEP
collects these data and submits them to Census, which then interviews each firm by telephone. The
combined ADL and survey responses—the Census Follow-up Survey data—are then sent to MEP.

The following sections describe how the NIST Data Processor takes data from a Census Follow-up
Survey data file and converts them to REMI inputs. These inputs are used in the macroeconomic
impact simulation of client-reported impacts.
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3.2 The NIST Data Processor

The Office of Applied Economics at NIST has developed a computer algorithm called the “NIST Data
Processor” which compiles data from the Census Follow-up Survey and prepares it for use in the REMI
model. Table 3 lists the steps performed by the NIST Data Processor. All of these steps are applied to
guantified project impacts except jobs impacts (created and retained), which do not require the
adjustment for inflation (in step 2).

Table 3. Steps the NIST Data Processor Performs

1. Identify and select impacts.

2. Adjust the impact for inflation and annualize the impact.

3. Perform any adjustments unique to the impact type.

4. For each year of the project impact, add the previous two years’ project impacts.

5. Sum all impacts by two-digit-SIC manufacturing industry.

6. Generate the NIST Data Report and the NIST REMI Input File.

The following sections explain these and other specific adjustments that the NIST Data Processor
performs. Each section addresses two questions:

® \What steps need to be done?
e \Why do these steps need to be done?

All operations are done on each individual project record in the Census Follow-up Survey Data File.
The NIST Data Processor then gathers and consolidates these adjusted impacts, at the two-digit level of
the Standard Industrial Classification (SIC) Manual.

3.3 Identify and Select Impacts

The NIST Data Processor first identifies projects that have incomplete surveys and drops them.
Incomplete surveys result when firms cannot be reached, and also when they cannot provide impact
guantities.

Next, the NIST Data Processor identifies which projects report impacts. A project may have any
combination of the following impacts: change in sales, change in jobs, capital investment, materials cost
savings, labor cost savings, and inventory reduction. Due to the set of questions in the Census Follow-
up Survey data, it is possible for these impacts to exist without a corresponding quantity. For example,
a firm may respond that jobs increased but not specify by how much. Therefore, the NIST Data
Processor must also confirm that there is a quantity for every reported impact. Only impacts with a
reported, nonzero quantity are used in analysis.

The NIST Data Report lists how many projects it dropped due to an incomplete survey. It also tells you
how many projects had positive impacts that could not be included in the analysis because the firm did
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not indicate a quantity.

Why All Impacts are Not Used

The NIST Data Processor uses an impact preference hierarchy to select the impacts that will be
adjusted and analyzed. Three of the impacts are easy to deal with since they are generally not related in
an economic manner: materials cost savings, labor cost savings, and inventory reduction. For example,
if a firm reduces the amount of product in inventory, the same firm will not necessarily reduce labor or
materials cost. Therefore, the change in materials cost, labor cost, and inventory cost may all be used
together when they occur in the same project. Quantified materials cost savings, labor cost savings, and
inventory reduction are always used when they are present in a project.

The other three types of impacts—sales, jobs, and investment—are, however, related in an economic
manner. For example, a firm that has a sales increase will often need more employees. Or perhaps a
firm re-tools a production line (investment) or hires more employees with the intent of increasing sales.
Said another way, a firm is likely to see correlated changes in sales, jobs, and investment. In order to
avoid double- or triple-counting of client-reported impacts, the NIST Data Processor uses an impact
preference hierarchy to select which impact—sales, jobs, or investment—should be included in the
analysis and to what extent.

Select Prefemed Impact

Figure 2 illustrates the impact preference hierarchy used by the NIST Data Processor to select the
preferred impact of a project that has any combination of sales, jobs, and investment impacts.
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No

Sales impact?

A4

Use sales impact

Sales Projed

No
Sales quantity? % (createg,‘rﬁ)tamed
or both)?
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(created, retained,
or both

Y
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investment
impact?

Capital
investment
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Y

Use jobs impact
(created plus retained)

Use capital investment

No usable impacts
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I hesstmaerPRIHert

(discard the project)

Figure 2. Impact Modeling Decision Tree: Sales, Jobs, and
Capital Investment Impacts

If a project reports a nonzero sales impact, then the project is classified as a “sales project” and only the
sales impact is used. A sales impact is likely to be the initial change that a typical firm sees as a result of
MEP assistance. The NIST Data Processor analyzes sales first and if a project has a usable sales
guantity, any reported change in jobs or investment in the same project is ignored. If a project reports
zero sales impact but nonzero jobs impact, then the project is classified as a “jobs project;” the jobs
impact is used and any investment impact is ignored. If the project reports zero sales and jobs impacts
but nonzero investment impact, then the project is classified as an “investment project” and investment
impact is used. Investment has an indirect, long-term effect on production; care has been taken in
modeling this change in REMI.

3.4 Perform Inflation and Annualizing Adjustments

Dollar-denominated project impacts are assumed to be repomedinal dollars, that is, in values

based on the prices in the year the impacts occurred. Because of inflation—the change in prices from
year to year—nominal-dollar amounts from different years should not be compared or combined. To
correct for inflation, the NIST Data Processor uspsce index to convert nominatdiollar amounts to
constant dollars For each project, the NIST Data Processor identifies the year the project was
surveyed. Then it adjusts dollar-denominated reported impacts using that year’s price index, which is
obtained from the REMbaseline forecast



Chapter 3: Compile Project and Industry Impacts 11

The NIST Data Processor calculates the reporting period, the time between project end date and project
survey date, and assumes that project impacts occur uniformly over the period. It next calculates the
fraction of the reported impact occurring in each calendar year. In this annualizing adjustment, each
year’s share of the impact is determined by the number of days the impact lasted in that year. Figure 3
illustrates how the NIST Data Processor performs the annualizing adjustment on a hypothetical impact
that has an 18-month reporting period.

Projectend Project survey
date date
18-month
reporting period
€ >
: :
2! 12 I 4
l ! I l
T T T T - >
1995 1996 1997 1995 time

Figure 3. Amnualizing Adijustment of a Client-Reported limpact

The first 2 months of the impact occur in 1995, the next 12 months occur in 1996, and the last 4
months occur in 1997. Therefore, 11% of the reported impact is assumed to occur in 1995, 67% in
1996, and 22% in 1997. The NIST Data Processor performs this annualizing adjustment on every
impact.

There are several benefits to this approach. First, impacts are precisely allocated to the year in which
they are assumed to occur. Second, impacts that last more than one year do not cause overestimation of
macroeconomic impacts. Third, the macroeconomic analysis is not restricted to 12 months of data. The
NIST Data Processor takes advantage of REMI’s ability to model impacts over time by allocating

impacts to the year(s) in which they occurred.

3.5 Adjust Labor, Material, and Inventory Impacts

All projects with usable labor cost or material cost values have a positive or negative dollar amount of
cost change in one or both categories. Usually these values are negative, indicating that costs decreased.
All projects with a usable inventory change have a positive or negative dollar amount of change in the
total value of product in inventory. Generally, this value is negative, indicating that inventory decreased.

The material cost change, the labor cost change, and one-tenth of the change in inventory value are
combined by the NIST Data Processor into one variable, the change in production cost. Client-reported
inventory changes are modeled as changes in the annual cost of holding inventory, which is assumed to
be 10% of the reported inventory change. These holding costs include charges for financing, insurance,
and warehousing.
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The NIST Data Processor adjusts the change in production cost for inflation and then annualizes it.

It then takes each year’s annualized amount and adds the annualized amounts from the previous two
years. This is done to let the original client-reported impact persist for two years. Impacts from 1993
and 1994 are assumed to be zero.

Figure 4 illustrates the two-year impact persistence model, using the hypothetical impact presented in
Figure 3. Each inflation-adjusted, annualized amount from the overall reported impact (the 2-month,
12-month, and 4-month portions) is allowed to persist for two years.

Projdectt end Project survey
ate
18-month date
reporting period 2years
- -€ >
1 1
T 1
Second year of persistance 21 12 L)
1 | 1
T 1 L)
First year of persistance 21! 12 1 4 !
1 1 | 1
T T 1 1
Original impact 21 12 1 4 1 !
1 1 . 1
I T T i T —>
1995 1996 1997 1998 1999 [fme

Figure 4. Persistence of a Client-Reported lmpact
To avoid overlapping, the first year of persistence is drawn stacked on top of the initial impact.
Likewise, the second year of persistence is shown another year forward on the time line, and is drawn
above the first year of persistence.

Figure 5 shows the resulting impact in each year, after the impact is allowed to persist for two years.
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Impact Persistance

20

Impact Months

8 |
6 |
4 |
2
0

! T T T T 1 |
199 1996 1997 1998 1999 2000 2001

Years

Figure 5. Impact Persistence Giapih

Figure 5 shows the impact months—proportional to the impact amount—for the years 1995 through
2001. In this case, the NIST Data Processor would generate production cost impacts of zero in the
years 2000 and 2001. Therefore, all seven years (1995-2001) are accounted for.

Now, all impacts are summed by two-digit-SIC manufacturing industry. The NIST Data Processor
outputs seven cost impacts (1995 to 2001) to the NIST REMI Input File, in 1992 base year dollars and
by two-digit-SIC manufacturing industry.

3.6 Adjust Sales Impacts

All projects which have been classified as “sales projects” (Figure 2) have a positive or negative dollar
amount by which sales increased or decreased. The NIST Data Processor has already adjusted the sales
numbers for inflation, and has performed the annualizing adjustment.

Some fraction of the sales reported in the Census Follow-up Survey are new sales and represent an
increase in total state output. But, the remaining fraction displace the sales of an in-state firm not
surveyed in the Census Follow-up Survey, a problem sometimes referredéggar‘thy neighbof

(see Glossary in Appendix A). The latter fraction of salesadoepresent a net increase in total state
output.

Therefore, the NIST Data Processor makes a special adjustment to sales. It estimates the amount of
sales which represent an increase in total state output—sales which do not displace other in-state firms.

The NIST Data Processor uses location-of-sales data from the Census Follow-up Survey and divides
the sales impact (after the inflation and annualizing adjustments) into sales made in-state and sales
made out-of-state. Out-of-state sales include both sales made in other U.S. states and sales made in
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other countries (exports). If a firm did not report the location of sales, the NIST Data Processor

assumes all sales occurred in-state. Sales made in-state are assumed to be satisfying local state demand,
which itself is assumed to be fixed and unaffected by the MEP program. Local state demand is satisfied
by either locally produced products sold in-state, or imports sold in-state. This breakdown is depicted

in Figure 6.

Total dient- Fraction of sales
reported sales made in-state

Sales made in-state that

displace imports, thereby
increasing total state production

Sales made in-state

Sales made out-of-state

Sales made in-state that

. X displace in-state production,
Increase in total state production thereby not increasing total state
production

Inaease in state production = A + B

Figure 6. Location of Sales

All sales made out-of-state are not assumed to displace the existing sales of other in-state firms, and are
thus counted in full (area A). The NIST Data Processor only counts in-state sales that displace imports
(area B); sales made in-state that displaced local producers are not counted. The NIST Data Processor
estimates this import displacement by multiplying sales made in-state by the fraction of imports sold in-
state over local state demand for the same SIC manufacturing industry, and for the same year, as the
sales being adjusted. The data needed from the REMI baseline forecast are imports sold in-state and
local state demand, by SIC manufacturing industry and year.

The net change in-state production is the sum of the sales made out of state (area A) and the countable
sales made in-state (area B). As an example, equation (1) illustrates the adjustment made by the NIST
Data Processor for sales made in 1995.

100—instate§ 0 instate>< imports, U

. — +
sales impat, = | § x 100 %" 100  demand, ] @

The variableS,; represents the total sales impact for 1995 and is constructed from the annualizing
adjustment of the Census Follow-up Survey. The variabtateis the percent of the sales impact

made in-state and is obtained from the location-of-sales data in the Census Follow-up Survey. The
imports and demand variables are obtained from the REMI baseline forecast. The NIST Data Processor
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generates sales impacts in the same way for the years 1996 to 2001. If the sales impact in a particular
year is zero, the NIST Data Processor still reports that year, but with a zero impact. Therefore, all seven
years (1995-2001) are accounted for.

The resulting sales impact for each year is then adjusted by the NIST Data Processor per Table 3. The
NIST Data Processor adds the sales impacts from the previous two years to the current year’s sales
impact. This adjustment reflects the assumption that reported sales persist for an additional two years.
Then all impacts are summed by two-digit SIC manufacturing industry. The NIST Data Processor
outputs seven sales impacts (1995 to 2001) to the NIST REMI Input File, in base year dollars and by
two-digit-SIC manufacturing industry.

3.7 Adjust Jobs (Created and Retained) Impacts

All projects which have been classified by the NIST Data Processor as “jobs projects” (Figure 2) have
usable quantities for one or both of the following: the net number of jobs created or lost (positive or
negative), and the number of jobs retained which would otherwise have been eliminated (positive).

Jobs created (or lost) and jobs retained are added together by the NIST Data Processor. The sum may
be a negative number if the number of jobs lost is greater than the number of jobs retained. This
produces th@etnumber of jobs created or retained in each project. The NIST Data Processor does not
net out increases and decreases in jobs at any level other than the individual project level. This is
because firms that report jobs increases are assumed to be undergoing a fundamentally different change
than firms that report decreases.

At this point, the NIST Data Processor has already performed the annualizing adjustment, and there is
no need to adjust jobs for inflation. Further adjustments that the NIST Data Processor makes to jobs
created or retained depend upon whether the net jobs amount is positive or negative.

Net Increase in Jobs

An increase in jobs created or retained is assumed to directly increase client-firm production above the
level it would otherwise have been without assistance. The NIST Data Processor converts the increase
in jobs to an increase in output by multiplying the increase in jobs by the ratio of local state output over
local state employment for tlsame industry and yeais the jobs being adjusted. The REMI baseline-
forecast data needed for this calculation are state employment and output, by two-digit SIC code and by
year.

Some fraction of the resulting output change will displace the sales of other in-state firms. Therefore, as
is done for sales, the output resulting from an increase in jobs is adjusted by the NIST Data Processor.
As an example, equation (2) illustrates the adjustment made by the NIST Data Processor for jobs
created or retained in 1995.

output,  imports,
employeg demand;

JObS ImpaCEQS = ‘35 X (2)

In equation 2,Jo; represents the total jobs added in 1995 (obtained from the annualizing adjustment).
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The output, employee, imports, and demand data are obtained from the REMI baseline forecast. The
resulting jobs impact for 1995 then continues to be adjusted by the NIST Data Processor per Table 3.
The NIST Data Processor adds the jobs impacts from the previous two years to the current year,
reflecting the assumption that reported jobs persist for an additional two years. Then all impacts are
summed by two-digit-SIC manufacturing industry.

Now the NIST Data Processor makes a special adjustment to the jobs impact so that it may be input
into the REMI model. A jobs impact is converted into a percent change in the two-digit-SIC industry’s
regional purchase coefficien{RPC), defined as the fraction of local state demand satisfied by goods
produced in-state. When an increase in jobs causes more in-state production, the RPC increases, as
shown in equation (3).

Jobs impac,,
demand;

increase in RP(, = (3)

Equation (3) is performed for each year in the period 1995 to 2001, using the jobs impacts from
equation (2) and demand numbers from the REMI baseline forecast. The NIST Data Processor outputs
seven jobs impacts (1995 to 2001) to the NIST REMI Input File as percent productivity increases by
two-digit-SIC manufacturing industry.

Net Decrease in Jobs

A decrease in jobs is modeled as a productivity increase—the firm produces the same output with
fewer workers. The NIST Data Processor converts the decrease in jobs to a percent employment
decrease, using the total industry employment in the state (obtained from REMI baseline-forecast data).
The NIST Data Processor then translates the percent employment decrease into a percent productivity
increase for input into REMI.

As an example, equations (4) and (5) illustrate the adjustment made by the NIST Data Processor for a
net decrease in jobs created or retained in 1995.

‘J95
_ Ve 4
percent employmertecrease (- 100 x employment )

100x percent employmermlecreasg,;
100- percent employmermlecreasg,;

productivity increasgy = (5)

In equation 4J),; represents the decrease in jobs in 1995 (obtained from the annualizing adjustment).
The employment data are obtained from the REMI baseline forecast. The percent employment decrease
generated by equation (4) is then used in both the numerator and denominator of equation (5). The
resulting productivity increase continues to be adjusted by the NIST Data Processor per Table 3. The
NIST Data Processor performs the two-year persistence adjustment, adding the jobs impacts from the
previous two years to the current year. All impacts are summed by two-digit-SIC manufacturing

industry. Then the NIST Data Processor outputs the jobs impacts to the NIST REMI Input File as
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percent productivity increases, by two-digit-SIC manufacturing industry and year.

3.8 Adjust Investment Impacts

All projects which have been classified as “investment projects” (Figure 2) have a positive dollar
amount of new capital investment. The NIST Data Processor has already adjusted the capital
investment numbers for inflation and performed the annualizing adjustment.

An increase in capital investment is assumed to increase output. The NIST Data Processor multiplies
the adjusted capital investment by the yearly depreciatioforatapital in that industry. This yields a
conservative estimate of the new capital used each year in production. The product is then multiplied
by the output per capital used. The result is an estimate of the output associated with the capital
investment impact. The NIST Data Processor assumes the output associated with this capital
investment change is all sold in-state. Some fraction of the resulting output change will displace other
in-state firms not in the Census Follow-up Survey Data. Therefore, as is done for sales, the output
resulting from an increase in capital investment is adjusted by the NIST Data Processor. As an
example, equation (6) illustrates the adjustment to capital investment in 1995.

y 1 y output Ximportgs
capitallife $lcapitalused demand,

investment impagl: = 4

(6)

In equation (6)) g5 represents the capital investment in 1995 (after the inflation and annualizing

adjustments). The imports and demand variables are obtained from REMI Baseline-Forecast data. The
NIST Data Processor acquires industry capital life data from the Bureau of Labor Statistics[13] (see
Appendix A) and industry “output per capital used” data from REMI (the company). Investment

impacts for the years 1996 to 2001 are done in a similar manner.

Returning to the process outlined in Table 3, the NIST Data Processor adds the investment impacts
from the previous two years to the current year’s investment impact. This adjustment reflects the
modeling assumption that reported investment persists for an additional two years.

The investment impact is input in REMI as an increase in the regional purchasing coefficient (RPC).

The NIST Data Processor converts each year’s investment impact into a percent increase in the industry
RPC. As an example, equation (7) illustrates the adjustment made by the NIST Data Processor for the
1995 capital investment impact.

investment impagj,
demand;

increase in RPG,. = (7)

Equation (7) is performed for each year 1995 to 2001, using the investment impact calculated in
equation (6) and the demand figures from the REMI baseline forecast for the appropriate year. If the
investment impact in a particular year is zero, the NIST Data Processor still reports that year, but with a
zero impact. Therefore, all seven years (1995-2001) are accounted for.
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All of the RPC increases are then summed by two-digit-SIC manufacturing industry. The NIST Data
Processor outputs seven capital investment impacts (1995 to 2001) to the NIST REMI Input File, as
percent increases in the RPC, by two-digit-SIC manufacturing industry and year.

3.9 Conclusions

When the NIST Data Processor finishes adjusting the data, it outputs two files. The first, the NIST Data
Report, lists the summary statistics needed for the text and Table 1 of the two-page summary report
(see Chapter 5). The second, the NIST REMI Input File, contains the industry impacts ready for input
into REMI. If you own the REMI model, you will input the NIST REMI Input File yourself. If you are
having REMI (the company) or another agency perform the simulations for you, NIST will send this

file directly to the them.
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4. Estimate State Macroeconomic Impacts

Once the client-reported impacts have been converted to industry-level impacts using the NIST Data
Processor, the next step is to estimate state macroeconomic impacts. This chapter provides guidelines
for using the NIST REMI Input File and the REMI model to estimate the impact on the entire state
economy. Ifirst describes the REMI model itself, so that you understand the scope and purpose of the
model. It then describes how to perform an impact simulation in REMI.

4.1 The REMI Model*

The REMI model was developed for regional economic planners and analysts who need to estimate the
impacts of changes to their economy. In addition to several recent NIST studies[2,3,4], the model has
been used extensively for economic development, forecasting and planning, transportation projects,
environmental-policy analysis, energy and natural resource analysis, and taxation, budget, welfare, and
federal economic policies. In general, the model computes the total effect over time on a regional
economy, such as a state, of a change to a component of the economy. In the case of your center’'s
impacts on the state economy, if your center has client-reported impacts over, say, the four-year 1997-
2000 period, REMI can model the multi-year client-reported impact in those years and report the state
impact as a time series over, say, the 1997-2005 period.

The model is based on economic theory, input-output (I/O) accounting, and econometrically estimated,
time-dependent relationships between components of the economy. Figure 7 illustrates the structure of
the variables and relationships in the REMI model.

Output

Market

Population &
Shares

Labor Supply

Figure 7. Economic Varables and Causal
Relationships in the REMI Model

Each block in Figure 7 contains economic variables, each of which serve to model changes and

! For a comprehensive description of the REMI model see Treyz[11].
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measure changes in components of the economy. For example, the Output block contains measures of
industry output, by two-digit SIC code and the type of demand (consumption, investment, government,
and net exports), along with the input-output structure of industrial production. When modeling an
increase in sales or output in, say, SIC 35, you can both adjust the level of SIC 35 output and see how it
responds over time. Economic equations dictate the relationships between variables in different blocks;
for example, the level of industry output determines the labor needs for that industry, as illustrated in
Figure 7 by the arrow pointing from Output to Labor & Capital Demand.

The model computes state impacts as the difference betwselime forecasbf the state economy

and araltemative forecastthat includes the modeled changes, i.e., the industry changes that result

from the client-reported impacts. Since both forecasts are time series of economic data, the state
macroeconomic impacts—the difference between the two forecasts—is also a time series, as illustrated
in Figure 8. Viewing data on the changes to output, employment, and personal income allows one to
characterize the fundamentally dynamic response of the entire state economy to changes in individual
industries.

State
output
Alternative
forcast
Impact
Baseline
forecast
1999 2000 2001 2001 2003 Year

Figure 8. An Example of How to Measure
Impacts in REMI

4.2 Run a REMI Simulation of State Impacts

Since the NIST Data Processor generates an impact file that REMI imports directly, the process of
running a REMI simulation of state impacts is greatly simplified. The following sections explain this
process.

There are five tab panels in the REMI software, representing five components of a REMI simulation:

Forecast Selection - setting the baseline forecast parameters

Policy Variable Selection - selecting the parts of the economy on which to model impacts.
Policy Variable Values - setting the values of the impact-related adjustments

Run Options - setting run parameters and running the simulation

Results - viewing the results of the simulation
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Given that the NIST REMI Input File is used to import the impacts directly into the REMI model, you
will not need to use the Policy Variable Selection panel, but rather can proceed directly to importing the
Input file in the Policy Variable Value tab panel.

Forecast Selection

REMI presents macroeconomic impacts as the difference between the baseline forecast and the
alternative forecast. Therefore, the first step is to select a baseline forecast of the state economy, i.e., a
forecast where there are no changes caused by the client-reported impacts in the Census Follow-up
Survey. This forecast is has already been run by REMI (the company). The Forecast Selection tab panel
is shown below in Figure 9.

CHMC_[llinois_Firms =] 3

1: Forecast Selection | 2: Palicy Variable Selectionl 3: Palicy Variable Va\uesl 4: Run Options I 5 Hesultsl

—Selection Tear
Regional Control Forecast: Available Usze
ol REMI Standard Reg Control j From: 1997 From: 1997

To: 2035 To IZDD3

i Wse elterrative WIS simulation

| 0l

¥ Save results with forecast

Help | sk | Hest |

Figure 9. Forecast Selection tab

Forecast simulations can only be carried out in years that occur after the last year of REMI historical
data. In the REMI Forecast Selection shown in Figure 9, the last year of historical data is 1996. Thus
the earliest forecast year is 1997, and the forecast is being run from 1997 to 2003 inclusive. The NIST
Data Processor shifts all impacts forward to the earliest forecast year. For example, impacts that
occurred in 1995 are entered in REMI as 1997 impacts, and the macroeconomic impacts reported by
REMI for the modeling years 1997 to 2003 are estimates of the effects in reporting years 1995-2001.

Policy Varable Values

The next step is to input the economic changes caused by the client-reported impacts; these data are
contained in the NIST REMI Input File. To import the NIST REMI Input File, select the Policy
Variable Values tab panel (skip the Policy Variable Selection tab panel). From the menu, choose File,
then Import. Find the NIST REMI Input File on your computer (the file yrstate.txt in Figure 10) and
then click on “Open.”
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N 1]
Look. in: |@ IL53 j ﬁl

1 DaTA
wrstate ket

File hame: Iyrstate.tkt Open |
Files of bype: IText [Tab Drelimited) j Cancel |

Dilimiter I{Tab} 'I Test Qualifier I 'l

Figure 10. Importing the NIST REMI
Input File

The adjusted impacts for your state are now in REMI; they can be viewed in the right-hand-side
spreadsheet of input variables.

Run Options

The next step is to run the alternative forecast in the Run Options tab panel (Figure 11). If you own the
REMI model, run the alternative forecast out to the year 2003 or later. If you are having REMI (the
company) perform the simulations for you, this panel will be disabled.

CHMC_[llinois_Firms =] 3

1: Forecast Selectionl 2: Palicy Variable Selectionl 3: Palicy Variable Yalues  4: Fun Options | 5 Hesultsl

ear Fiun
yailable Use

From: 1997  From: 1997

To: 2003 To |2E|E|3

Forecast Optiaons:

- Underlying regional cantral:
REMI Standard Reg Contral

- Policy variable changes

Help | Back | Hest |

Figure 11. Run Options TabPanel

Results

Figure 12 shows the Results tab panel. Because the NIST Data Processor shifted the years of the client-
reported impacts forward two years so that they would occur during the REMI forecast period, the
results must be shifted back two years (this is done automatically in the NIST Excel™ spreadsheet
described below). For example, all the impacts that REMI calculated for 1997 should be thought of as
occurring in 1995.
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Figure 12. Results Tab Panel

REMI measures impacts as the difference between the baseline forecast and the alternative forecast.
Make sure that “Differences” is chosen in the Type box. A select set of these differences is used in the
two—page summary report described in the next chapter.
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5. Report Results

5.1 Detemine the Best Fommat for Reporting Results

Once your macroeconomic analysis is completed, you need to report the results. The impact measures
you ultimately choose to report depend largely on the needs of your audience, be they center directors,
marketing staff, or legislative liaisons. The REMI model supports your need for flexibility by offering
data on hundreds of variables, including industry output, exports, imports, employment, wages, prices,
production costs, and more. Sitill, your presentation should be concise. Therefore, this section
describes a two-page summary report, shown in Figures 10 and 11, that will serve as an excellent
template and starting point for your own report. Depending on your audience, you can optionally add
other results and information to support your presentation.

Table 2 in this summary report (see Figure 11) presents four common macroeconomic-impact
measures: one measureegbnomic growth(the change in statalue-added outpuj, two measures

of employment (the change in employment and personal income), and, optionally, measures of fiscal
impact (the changes in local, state, and federal tax revenues). These four give a concise picture of state
macroeconomic impacts.

The two-page summary report is designed to

e Summarize the Census Follow-up Survey processt identifies the centers for which
macroeconomic impacts are being measured, describes the survey process, and lists the number
of projects that were surveyed.

e Tabulate the client-reported impacts. It lists in table form the aggregate client-reported
impacts, by type of impact (Table 1 in the report).

@ Describe how state macroeconomic impacts are estimatetl.describes the REMI model
and some important modeling assumptions.

e Summarize the macroeconomic impactslt lists the estimated macroeconomic impacts over
a four-year forecast period, including the total impact (Table 2 in the report).

e Optionally compare the estimated change in-state tax revenues with center funding.
reporting the change in tax revenues, the report tabulates the tax revenue changes that result
from the client-reported impacts (Table 2 in the report).
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Summary of work

Summary of
project impacts

Macroecormomic
model used and
modelin,

assumptions

Macroeconomic-
impad resulis

Estimates of the Economic and Fiscal Impact of
the Chicago Manufacturing Center (CMC) and Illinois Manufacturing
Extension Center (IMEC) on the State of Ilinois:
A Summary

September 9, 1998

The Office of Applied Economics at NIST recently completed a study of the state-level economic
impacts of two Illinois manufacturing cxtension centers, the Chicago Manufacturing Center (CMC) and
the Minois Manulacring Extension Center IMEC). The study is based on a U.S. Department of Census
survey of small manufacturers for which CMC and TMEC completed assistance between June, 1995 and
May, 1997 (more recent results are being processed). 'The Census survey reports that CMC and IMEC
helped its firms increase sales by $24.2 million, create or retain 313 jobs, invest $16.0 million in
additional capital equipment, and save $5.8 million in material, inventory, and labor costs.

CMC assists firms in the six-county Chicago metro area; IMEC assists firms in the rest of the state. The
U.S. Census Department surveys these firms nine months after completion of assistance and asks them
whether their business performance changed dircctly as a rosult of oxtension scrvices. These
performance changes include changes in sales, employment, capital investiment, material costs, inventory
costs, and labor costs. Table 1 lists the sum of the reported impacts, by survey response.

Table 1. Reported Client Impacts of Assistances Completed
Between June, 1995 and May, 1997

Performance Vieasure Total

Change in sales ($) 24.2 million
Change in emmployienl (#) 313
Change in capital investment ($) $16.0 million
Change in material costs ($) ($336,000)
Change in inventory costs ($) (83,475,000)
Change in labor costs (S) (81,995,000)

Nole: Dollar values in parenthieses are cosl savings.

The REMI macroeconomic model of Illinois was used to estimate the total effect of these assistances
on the [linois state economy. The individual-client survey responses were grouped according to the
client’s two-digit SIC industry classification and then simulated in REMI as changes in the performance
of entire industries. Each impact was assuned to occur at the time of the survey and to persist for three
years. (See the appendix for more details on REMI modeling.)

Table 2 lists the estimated impact of the CMC and IMEC assistances on the Illinois state economy,
between 1996 and 1999, in current year dollars. Included are estimates of the increase in local, state, and
lederal tax revenues caused by assistance.

Figure 13. Page One of Two-Page Summary Report
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Faur-year forecast period Total impact

Table 2. Time Line of State Impacts Resulting from Assistances
Completed Between June, 1995 and May, 1997

Jtem 1996 1997 1998 1999 Total
ﬁggoecommic Gross State Product ($ million) $24.8 $39.4 $39.7 $13.3 $117.2
impad results Manufacturing $14.5 22.1 $22.6 $74 366.6

Durables $13.3 20.3 $20.8 $6.8 $61.1
Non-durables $1.2 $1.8 $1.8 $0.5 $54
Non-manufacturing $10.3 $17.3 $17.1 $5.9 $50.6
Employment (#) 408 610 592 185 NA
Manufacturing 186 260 252 70 NA
Durables 171 240 234 65 NA
Non-durables 14 19 18 5 NA
Non-manufacturing 222 350 340 115 NA

Personal Income (3 million) $18.2 $31.0 $33.7 $11.4 $94.3
Optiona tax —— Taxes ($ million) $4.2 $7.1 $7.8 $2.6 $21.7
reverues Local $0.7 $1.2 $1.3 $0.5 $3.8

Stale $1.1 $1.9 $2.0 $0.7 $5.7
Federal $2.4 $4.0 $14 $1.5 $12.3
(State + Locall $1.8 $3.1 $3.4 $1.1 $04

Note: Dollar values are in current-year dollars.

Table 2 may understate the actual economic impact for several reasons. First, projects completed prior
to June, 1995 are not included in the analysis. These earlier projects would be expected to generate
Caveats benefits in the 1996-1999 analysis period. Second, Census was able to complete surveys for only 249

of the 334 projects completed during the 24-month period (or 75 percent of the projocts), often because
the client firm could not be contacted. Third, the study assumes that client benefits persist for only three
years; they often last much longer. For example, new investment in capital equipment can result in
employment and sales impacts that last for 10 to 20 years. Finally, 290 projects have been completed
since May, 1997 but are not included in the analysis.

Figure 14. Page Two of the Two-Page Summary Report




28

Chapter 5: Report Results

Appendix: REMI Modeling Approach

Each reported client impact was assumed to start ten months after completion of the associated project and
persist over a three-year period. For examplc, if a frm reported that it created 10 jobs, these jobs were assumed
to last 3 vears. How each type of impact was handled in the model is described below.

Sales: Reported sales increases for each two-digit-SIC industry were adjusted according to where the sales
were made. All reported out-of-state and foreign sales were considerad to be true increases in Ohio output.
Reported sales to in-state customers, on the other hand, likely replace or crowd out some existing sales by Ohio
firms to thosc in-state customers. Thus, the net increase in state output is best estimated to be the fraction of
the reported sales that replace sales of non-Ohio firms to those customers. Since new in-state sales will, on
average, crowd out non-Ohio firms’ sales at a rate equal to the ratio of industry imports to industry demand,
the net increase in state output for an industry, O, that results from reported in-state sales can be modeled as

imports
M _R

0" =0 x| ———
demand;

where OF is the reported in-state sales increase and 7 denctes the two-digit-SIC manufacturing industry. Thus,
total industry impact is the sum of out-of-state sales, plus foreign sales, plusO .

Jobs and Capital Investment: Firms that reported job creation or retention only, increases in capital
investment only, or both job creation/retention and increases in capital investment were assumed to be
producing in-house that which would have otherwise been purchased elsewhere. As with sales, only afraction
of these purchases do not displace other in-state firms’ production. The net increase in state output for an
industry, ., that results from the reported jobs created or retained is calculated using the formula

M Ry output; imports;

employment; demand,

where Efis the reported number of jobs created or retained. Reported increases in capital or inboth capital and
labor were modeled in a similar fashion.

Combinations of job creation/retention and capital investment impacts that include sales impacts were modeled
using the sales equation above. Any reported labor and capital increases were verified to be consistent with
those sales inpacts.

Material and Labor Savings: Reported material cost and labor cost changes were modeled as changes in
industry production costs.

Inventory Reductions: Reported inventory cost changes were modeled as changes in the annual cost of holding
inventory, which is assumed (0 be 10% of the reported inventory change. These holding costs include charges
for tinancing, insurance, and warchousing.

Figure 15. Appendix for the Two-Page Summary Report
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5.2 Make the Two-Page Summary Report

The data required for the report come from three sources: the NIST Data Report, the REMI alternative
forecast, and the NIST Excel™ spreadsheet. The NIST Data Report, which you will receive from
NIST, provides you with eight statistics for the text of the report:

® the total number of projects

® the number of projects with incomplete surveys

® the earliest and latest project end dates

® the earliest and latest project survey dates

® the average length of reporting period (the time from the project end to survey date)

® the number of projects with a reporting period longer than one year

® the number of projects in which the reporting period cannot be calculated

@ the number of projects that reported an impact which cannot be quantified, and for
which there is no substitute impact lower in the preference hierarchy

Beginning with the third set of statistics (earliest and latest project end dates), only completed projects
are used to compute these data. The NIST Data Report also provides you the data for use in Table 1 of
the report:

@ sales changes, across all industries, all years

® jobs created or retained, across all industries and all years

@ capital investment, across all industries and all years

® materials and labor cost (summed), across all industries and all years
@ value of inventory reduction, across all industries and all years.

The NIST Data Report produces a snapshot of the client impacts in the Census Follow-up Survey Data
File. Table 1 helps the reader of the two-page summary understand the project impacts that firms are
reporting. (In contrast, the NIST REMI Input File contains data which has been adjusted for input into
the REMI model; see Chapter 3.)

Data in Table 2

The simulation results and the NIST Excel™ spreadsheet together provide you with the state
macroeconomic impact data needed for Table 2 of the summary report. If you had REMI (the
company) perform the impact simulation or if you ran the simulation yourself, then you will need to
locate and extract the impact data listed in the Results tab panel in the REMI model. If a third-party
agency ran the simulation, then they will need to perform the extraction.

NIST has a standard method of extracting all the relevant information, copying it into an Excel™
spreadsheet created by NIST, and pasting information from Excel™ to the summary report. The
mechanics of this process are simple and repeated for each type of results data needed: go to the
appropriate category in the REMI Results tab panel, copy the line of data, and paste into the
appropriate line in the NIST Excel™ spreadsheet, shown in Figures 16 and 17.
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A =] G D E F G H
1
| 2 | Please enter:
Ex
| 4 | Your State Tax % 0. 00%
| 5 | Your Local Tax % 0.00%
| 6 |
L 1997 1995 1999 Z000 Z001 2002 =003
| 2 | Paste from REMI:
| o
| 10 | Price Index (levels) 0.00o00 0. 0000 0.0000 0.0000 0. 0000 0. 0000 0. 0000
11
| 12 | Paste from REMI:
| 13 |
i Private Mon-Farm ORP (Bil92%)  0.000000000 0.000000000 0.000000000 0.000000000 0.000000000 0O.000000000 O.000000000
| 15 | Durables Wanuf ORF (Bil92%) 0.000000000 0.000000000 0.000000000 0.000000000 0.000000000 O.000000000 O.000000000
i NDn—DurablesManuf.GRP(’Bil92$) 0.000000000 0.000000000 0.000000000  0.000000000 O.000000000  0.000000000  O.000000000
17
i PrivateNDn—FarmEmplDymentCThDusj 0.000000000 0.000000000 0.000000000  0.000000000 O.000000000  0.000000000  O.000000000
| 19 | Marfacturing Employment (Thous)  0.000000000  0.000000000 0.000000000  0.000000000 0.000000000 0.000000000  0.000000000
ﬂ Durables (MManuf) Employment (Thous)  0.000000000  0.000000000 0.000000000 0.000000000 0.000000000 0.000000000  O.000000000
| 21 | Non-Durables (MM anuf)) Employment (Thous)  0.000000000  0.000000000 0.000000000 0.000000000 0.000000000 0.000000000 O.000000000
g Hon-Marufacturing Employment (Thous)  0.000000000  0.000000000 0.000000000 0.000000000 0.000000000 0.000000000 O.000000000
23
24 Personallncome(BilNDm@ 0.000000000 0.000000000 0.000000000  0.000000000 O.000000000  0.000000000  O.000000000
28

Figure 16. Top Half of the NIST Excel™ Spreadsheet

Enter or paste values into all the named rows: taxes, price index, GRP, employment, and personal
income. First enter information on your state and local tax rate, found in Appendix A. (Federal taxes
are estimated to be 13% of personal income and have been already entered into the template.) Then,
paste data from REMI into the remaining areas of the spreadsheet. Table 4 shows you where in REMI
you will find the data. The spreadsheet only uses the price index for 2000 in its calculations, so you
have a choice of pasting the whole price index line or just entering the 2000 price index.
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Table 4. Location of Impact Results in the REMI Model

Macroeconomic Impact Ldcatiiomifik R MR Badtdtd/etanu
Price Index =B [Top]

Analytical Qrganization [uze graph option)
-8 Graph 1: Total Emplopment Components

Gross State Product

E| Employrient [Thous)
GRF (Bil 523
By Final Demand

I oF A
- Durables Manuf

~ER Retall Trade
e Services

Total Employment =-Ed [Topl

L:_|--- By Sectaor [T atal)
=E

=-E Manufacturing

Mon-Durables

- -EH MonManufact

Govermment

E]--- By Demand Source [Priv. Mon-Farm)
H-EE Asa%oils.

E]--- By Occupation

Personal Income E--- [Tap]
: Apnalutical Organization [uge graph option]
Employrient [Thotis)

Figure 17 shows the lower half of the NIST Excel™ spreadsheet before your data has been input (as
indicated by the zeroes). Even though the table looks empty, the cells contain formulas.
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| 26 | 1985 1996 1987 1995 1959 2000 2001 Total
27
| 28 |Cross State Product (million 99%) 0.0 §0.0 $0.0 0.0 0.0 0.0 0.0 0.0
| 28 | DManufacturing 0.0 §0.0 0.0 0.0 0.0 0.0 0.0 0.0
| 30 | Durables 0.0 §0.0 $0.0 0.0 0.0 0.0 0.0 0.0
| 31 | Hon-Durables §0.0 §0.0 §0.0 0.0 0.0 0.0 0.0 0.0
| 92 | Hon-Manfacturing 0.0 §0.0 §0.0 0.0 0.0 0.0 0.0 0.0
| 32 |Employment 0 0 0 ] ] 0 1] H/A
| 34 | Manufacturing i} i} i} 1] 1] 0 0 H/L
| 35 | Durables 0 0 0 0 0 ] 0 ik
| 96 | Hon-Durables 0 0 0 0 0 0 1] Hik
| 37 | Hon-Marmafacturing 0 0 0 ] ] 0 1] H/A
| 38 |Personal Income (million 99F) 0.0 §0.0 $0.0 0.0 0.0 0.0 0.0 0.0
| 39 |Total Taes (million 99%) 50.0 §0.0 §0.0 §0.0 50.0 50.0 50.0 50.0
| 40 | Federal(13%) 0.0 §0.0 §0.0 0.0 0.0 0.0 0.0 0.0
| 41 | State and Loecal 0.0 §0.0 0.0 0.0 0.0 0.0 0.0 0.0
| 42 | State 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
43 Local §0.0 §0.0 §0.0 0.0 0.0 0.0 0.0 0.0
A

Figure 17. Lower Half of NIST Excel™ Spreadsheet

When you have completed pasting the data, the spreadsheet will calculate the data for the Table 2 of
the summary report. Copy the data in Figure 17 to your report.

5.3 Explain the Two-Page Summary Report

Center personnel may need to verbally convey the results in the two-page summary or present the
results in other publications. This section provides guidance on how to discuss the state impact results,
including some caveats and supporting background information. Following the formaGindeegor
Communicating Impaft0], this discussion material is presented according to:

what you will be able to say;

how the economic impact is calculated;
how to explain the impact; and

what to watch out for.
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Gross State Product

What you will be
able to say:

“As a direct result of center services, gross state product increased by an estimated
$117.2 nillion over the 1996-1999 period.”

How it is calculated:

D

Gross state product, also known as stalee-added output is the difference between the

sales value of all in-state firms’ output minus the cost of the inputs these firms purch
from other firms. The REMI model estimates how in-state firms’ output and costs are

sed

affected by center projects. The change in the difference between these two variables is the

change in gross state product.

Here’'s an example of how REMI models the state impact of center projects, in particular a

change in sales. New client sales generate new production in the client firm’s indust

and

in industries that supply inputs to it. This new production creates new jobs and income, the

latter of which is then spent on goods and services, creating more sales and product
The change in gross state product is the new level of in-state firm output minus the n
level of costs of inputs from other firms.

ion.
ew

How to explain it:

Explain that gross state productyvalue-added output is the best measure of the real
value produced in the state by labor and capital, since it nets out the value of the ma
embodied in product. Contrast value-added output with output measured by sales, th
the dollar value of the goods when they are sold. Here's an example: consider an in-
firm that imports 1000 televisions at a cost of $100 per television and 1000 stereos &
of $100 per stereo, packages one of each together, and then exports 1000 sets of
“multimedia centers” at a price of $220 each. What is the change in value-added out
the state? It is the value addesstate that is, ($220 - $100 - $100) = $20 per multimed
center, or $20,000. Output as measured by sales, on the other hand, increases by $
1000 = $220,000.

Explain that this value-added output approximately equals what is paid to workers ar
owners of capital, an example of the latter being owners of in-state firms. Gross state
product is retained within the state in the form of wages, salaries, and firm profits (wh
are ultimately income). In the above example, the payments to labor and capital, bot
factors of production, is $20,000.

lerials
at is,
state

it a cost

putin
a
220 x

dto

ich
X

What to watch out
for:

Value-added output is often mistaken for output as measured by sales. Make clear 1
audience that gross state product is much lower in value than sales-based output bu
better measure of what was both produced within theastdteturned to its residents as

0 your
tis a

income.
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State Employment

What you will be
able to say:

“As a direct result of center services, state employment increased by an average of 2
workers over a four-year period.”

or

“The $117 million in new value-added production created an average &50 new jobs
over the four-year period.”

50

How it is calculated:

When the level and distribution of state production changes, either due to new levels

of

production or due to shifts in production between sectors, REMI estimates the level and

distribution of labor needed to produce this output. For example, if output in SIC 35
increases by one percent, then employment in SIC 35 will increase by a similar amo
Similarly, percent shifts in output between sectors will cause similar percent shifts in
employment. The distribution of employment can also be affected by changes in sect
wages—workers may move to a higher paying job, but the strongest factor affecting
employment in a sector is the level of production in the sector.

int.

oral

How to explain it:

Explain that jobs are created whenever industry production increases, whether it be
expansion of output or a switching of production from one sector to another.

What to watch out
for:

The employment figures listed in 1996-1999 columns in Table 2 of the report cannot
added up, since they are not new jobs created each year, but rather are simply the d
between the REMI baseline and alternative forecasts.

Not all of the new jobs are filled by in-state workers; some are filled by economic mig
or workers who commute daily from out-of-state. This means that while it is true that
jobs were created,” it is not always true that “250 state residents got new jobs.” Of th
state workers who fill the new jobs, some are permanent immigrants who move to th
for the job, thereby increasing state population.

be
fference

rants,
250

e in-

b state
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Personal Income

What you will be
able to say:

“As a direct result of center services, state personal income increased by an estimated

$94 nillion.”

How it is calculated:

When output increases, new jobs are created and these new jobs generate new per
income. At the same time, shifts of production from one industry to another cause th
distribution of employment to change, changing aggregate personal income. To com
change in personal income, REMI first computes the change in output, computes the
change in employment that results from the output change, and then computes the ¢
personal income that results from the employment change.

sonal

aY

hute the
n
hange in

How to explain it:

Personal income will likely increase for at least two reasons. First, the expansion of
output will expand the employment base—more production requires more workers.
Second, personal income will rise if workers move to higher paying jobs. Emphasize
even if aggregate employment does not change, the number of workers who switch t
higher-wage jobs can still be significant.

state

that
0

What to watch out
for:

Be sure to not confuse personal income weithms to factors; they are slightly different
terms. Personal income is the sum of specific national income accounting concepts,
including wages, proceeds from the sale of assets, and transfer payments, but does
include social security payments. Returns to factors, on the other hand, is the sum of
payments made to the factors of production, labor and capital. Payments to factors o
production at the state level are, by definition, equal to state value added output.

not

f

Optional: State and Local (and Federal) Tax Revenues

What you will be
able to say:

“As a direct result of center services, state and local tax revenues increased by an
estimated $9.4 million.”

How it is calculated:

REMI does not directly compute local, state, and federal tax revenues; these must bg
computed after simulation. The tax revenues shown in Table 2 of Figure 11 are com
as a fraction of the estimated personal income increases, using values reported by t
Federation of Tax Administrators[5,6] and listed in Appendix A.

These taxes can also be computed as a fraction of gross state product, as is déne in
Guide for Communicating Impdt0]. Both methods, along with other methods your oy
state may estimate revenues, should produce similar tax revenue estimates.

puted
ne

the

How to explain it:

Explain that the client-reported impacts increase sales, income, and other concepts
which your federal, state, and local governments levy taxes.

pgainst

What to watch out
for:

Before reporting changes in state tax revenues, decide whether reporting these tax

will raise false expectations fi§cal neutrality that may not be realized every year. If yo
define your metric for evaluating center performance as fiscal neutrality, then you will
to explain benefit if you don't achieve this neutrality. Mention that there are other cer
benefits to the state besides tax revenues, such as the observed (surveyed) increas
output, employment, and income, and the unobserved increases in firm productivity &

evenues
u
have

ter

BS in state
and

competitiveness.
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5.4 Further Explain the Results

The two-page summary report is designed to be concise but sufficient. Sometimes you may, however,
have a need—or opportunity—to present more economic data, whether to support your
macroeconomic analysis or to further describe the client impacts. Results from the Census Follow-up
Survey and the REMI alternative forecast provide numerous additional data which can increase the
clarity and effectiveness of your presentation.

Additional Uses of the REMI Simulation

There are several natural extensions to the macroeconomic impacts reported in Table 2 of the report.
Each of the following can be retrieved from the fifth, “Results” tab panel in REMI (Figure 12).

e Impact on gross state product, by two-digit-SIC manufacturing industry. This is a further
breakdown of the change in durables and non-durables manufacturing gross state product listed
in Table 2 of the summary report. These data are retrieved from the Results tab panel in REMI.
When presenting these impacts, mention that this is the sum of direct and indirect impacts of
the client-reported impacts, and that ih@t the same as output as measured by sales; it is the
value addedn each industry.

e Impact on state employment, by two-digit SIC industry. This is a further breakdown of the
change in employment shown in Table 2 of the report. The data are retrieved from the REMI
“Results” panel. When presenting, mention that many of the employment increases have
occurred in high-wage manufacturing sectors.

In addition to the simulation results, use the following factual information about REMI to support your
analysis and results:

e The REMI model is used by over 40% of the state governments in the U.S. for analysis of their
tax, energy, and economic development policies.

e REMI is one of the most highly regarded macroeconomic models. The model and analyses
based on it have been critiqued in numerous refereed journal articles.

e The model i®pen-sourcethat is, the internal programming code is publicly documented.
e The model was developed by Dr. George I. Treyz, President of Regional Economic Modeling,
Incorporated and former Professor of Economics at the University of Massachusetts at

Ambherst.

e A REMI model can be made of any set of county-level regions of the United States, such as a
four-county statistical metropolitan area (SMA) or of a multi-state region of the United States.

Additional Uses of The Census Follow-Up Survey

The MEP publicatio® Guide for Communicating Imp§t0] suggests numerous ways to report the



Chapter 5: Report Results 37

direct impacts of the Census Survey data. Some of the data generated by the NIST Data Processor are
good supporters of the client impacts reported in Table 1 of the summary report.

Sales impacts by manufacturing industry. If your clients have reported large sales increases

and these sales have occurred in manufacturing sectors important to the state economy, you can
add a table or graph displaying the client-reported impacts by two-digit-SIC manufacturing
industry. Use the data from the NIST Data Processor that lists sales impacts by two-digit SIC
code and by destination of sales.

Jobs impacts by manufacturing industry. Similarly, an additional table or graph can be added
listing the client-reported jobs impacts (both created and retained) by industry. Use the table
from the NIST automated process that lists employment impacts by two-digit SIC code.

The following information about or contained in the Census Survey data can be used to support your
general presentation.

The Census Follow-up Survey isiadependensurvey of MEP clients, in which these clients
attest how MEP affected their business performasca direct result of center services.

On average, only 70% of a center’s clients complete the survey. The impacts reported by
clients, however, aneot extrapolated to the clients not surveyed.

The Census Survey captures at best only a fraction of the true impacts of the center services.
Many other economic benefits, such as disseminating information about new technologies or
increasing compliance of centers to industry codes, will not show up in the Survey results but
do have potentially large impacts.
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Appendix A: Supporting Information

Table Al. Glossary

Term

altemative forecast

baseline forecast

beggar thy neighbor

constant dollars

double counting of
impacts

dynamic macroeconomic
models

Explanation

The REMI forecast of the state economy in which there are simulated, impact-

related changes to the economy. Economic impacts are measured by R
the difference between thaseline forecasandaltemative forecast See
baseline forecast

The REMI forecast of the state economy in which there are no simulated
impact-related changes to the economy. Economic impacts are measur|
REMI as the difference between theseline forecasandaltemative
forecast See alsaltemative forecast

To beggar thy neighbor is to, in the course of improving one’s own condi
make a “neighbor” worse off. Relevant to state impacts, the sales incred
that MEP clients report may only be displacing the existing sales of othe
state firms; they “beggar” their neighbor. If so, there is no net increase in
in the state. A client-reported sales impact does not beggar thy neighbot
displaces imports from out-of-state forms, or if the sale is made to an ou
state customer who does not currently buy from an in-state firm. The NIS
Data Processor takes full account of the beggar-thy-neighbor problem ir
reported sales by only including displaced imports (new sales that displg
in-state sales of out-of-state firms) and exports (new out-of-state sales).

An amount valued at the prices in a particular base or reference year, s
1999. Consider an example: a client firm reports sales impacts in 1995
1999. These values should not be combined or compared since prices
changed from 1995 to 1999. To correct for these price changes, the twg
amounts are converted to a reference year ugrigeaindex such as the
Consumer Price Index (CPI) or the GDP Deflator. The NIST Data Proce
converts dollar-valued client impacts to 1992 constant-dollar amounts b¢
modeling in REMI. REMI then reports the macroeconomic impacts in
constant 1992 dollars, which are then converted to constant dollars in a
recent year, say 1999, using the CPIl. Compareneittinal dollars.

The act of counting the effect of a single MEP project twice. When mode
project with sales and employment impacts in REMI, either the sales imj

or the employment impact should be modeled but not both, since a sales

impact generally implies that employment will increase, and vice-versa. ]
model both simultaneously would be double counting of impacts.

Economic models that analyze an economy over time, using time series
and intertemporal relationships between components of the economy. U
input-output models and multipliers, dynamic models allow for excess la
excess capital, or excess supply or demand in any given market. REMI i

EMI as

ed by

tion,
1ses
rin-
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if it
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T
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dynamic macroeconomic model. See Section 1.1 for more discussion.
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Table Al. Glossary

Term

economic growth

factors of production

fiscal neutrality

gross state product

input-output (//O) models

market failure

multiplier

nominal dollars

personal income

BExplanation

The increased productive capabilities of an economy. Economic growth
be achieved from an increase in the resources available for production—
labor, and capital, and productive efficiency—or an increase in the efficig

can
Hand,
nt

use of these resources. MEP assistance helps achieve economic growth, for

example, by increasing sales which command additional labor and other
resources, and by improving the labor productivity and total factor
productivity of in-state firms.

Re-usable resources used in production, generally labor and capital. To
a manufactured product, a firm purchases products from other firms and
utilizes its factors of production. The value added to the economy is the
created by the factors of production.

When the tax revenues generated by a state program (e.g., the in-state
centers) equal program funding.

Seevalue-added output

Economic models that model an economy as set of linear production fun
describing the interrelationships between sectors. 1/0O models are gener

static representations of an economy, where markets are always cleared.

Section 1.1 for more discussion.

Occurs when a market-based system does not provide certain goods at
levels, or at all. The inability of small manufacturers to access the latest
public information on process improvement, marketing, and information
technology is a market failure that MEP strives to prevent.

The ratio of a change in output or income to a change in an expenditure
brought it about. For example, the state output multiplier is the ratio of th
change in state output to a change in output in a component of the state
economy. If SIC 35 output were increased by $1 million (say, through pr
assistance) and this increase—through the additional intermediate good
product, additional income, and additional spending—caused total state
to increase by $2.5 million, then the SIC 35 output multiplier is 2.5. See
Section 1.1 for more discussion.

An amount valued at the prices in the current year. A sales impact of $1

make

alue

MEP

ctions
Al
See

optimal
n

that
e

bject
5
output

million that occurred in 1999 is valued at $1 million in 1999 nominal doll

IS,

but would have a different value in other years, owing to inflation (a change in

prices). Client firms express dollar impacts in nominal dollars. Compare
constant dollars

ith

The amount of income that individuals actually receive. The values of pefsonal
income reported by REMI are based the standard definition: personal ingome

= national income - (undistributed corporate profits) - (social insurance t|
- (corporate profits taxes) + transfer payments.

es)
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Table Al. Glossary
Term BExplanation
regional purchase A number representing the fraction of state demand for a good or servicg that
coefficient is produced by in-state firms.
value-added output A measure of the value created by the factors of production (labor and capital)
It is measured as the sales value of output minus the cost of materials
purchased from other firms.
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Table A2. Federal, State, and Local Tax Revenues as a Percent of Personal Income

State
and

State Total Federall Locall Sttt Local
All States 23 13 11.3 7.0 4.3
ALABAMA 22.4 13 9.4 6.4 3

ALASKA 28.9 13 15.9 7.8 8.1
ARIZONA 24.8 13 11.8 6.9 4.9
ARKANSAS 23.8 13 10.8 8.2 2.6
CALIFORNIA 24.3 13 11.3 8.0 3.3
COLORADO 23.3 13 10.3 5.6 4.7
CONNECTICUT 25.1 13 121 8.0 4.1
DELAWARE 23.9 13 10.9 9.5 14
FLORIDA 23.3 13 10.3 6.2 4.1
GEORGIA 24.1 13 111 6.5 4.6
HAWAII 26.2 13 13.2 10.4 2.8
IDAHO 24.6 13 11.6 8.3 3.3
ILLINOIS 23.9 13 10.9 6.0 4.9
INDIANA 23.4 13 10.4 7.2 3.2
IOWA 24.7 13 11.7 7.3 4.4
KANSAS 24.4 13 11.4 75 3.9
KENTUCKY 24.6 13 11.6 8.8 2.8
LOUISIANA 233 13 10.3 6.8 35
MAINE 25.9 13 12.9 8.7 4.2
MARYLAND 23.6 13 10.6 6.3 4.3
MASSACHUSETTS 24.2 13 11.2 7.6 3.6
MICHIGAN 23.9 13 10.9 8.9 2

MINNESOTA 26.2 13 13.2 9.4 3.8
MISSISSIPPI 24.4 13 11.4 8.8 2.6
MISSOURI 23.1 13 10.1 6.4 3.7
MONTANA 24.1 13 111 7.7 34
NEBRASKA 24.9 13 11.9 6.7 5.2
NEVADA 24.4 13 11.4 7.3 4.1
NEW HAMPSHIRE 21.9 13 8.9 3.1 5.8
NEW JERSEY 24.6 13 11.6 6.0 5.6
NEW MEXICO 25.6 13 12.6 10.7 1.9
NEW YORK 27.4 13 14.4 6.6 7.8
NORTH CAROLINA 23.9 13 10.9 8.1 2.8
NORTH DAKOTA 25.1 13 121 8.4 3.7
OHIO 24.1 13 111 6.5 4.6
OKLAHOMA 23.8 13 10.8 7.9 2.9
OREGON 23.7 13 10.7 6.4 4.3
PENNSYLVANIA 23.6 13 10.6 6.7 3.9
RHODE ISLAND 24,5 13 115 7.0 45
SOUTH CAROLINA 235 13 105 7.3 3.2
SOUTH DAKOTA 23.1 13 10.1 5.4 4.7
TENNESSEE 22 13 9 5.7 3.3
TEXAS 233 13 10.3 5.4 4.9
UTAH 25.1 13 12.1 8.3 3.8
VERMONT 25.2 13 12.2 7.1 5.1
VIRGINIA 22.8 13 9.8 6.0 3.8
WASHINGTON 25 13 12 8.0 4

WEST VIRGINIA 24.3 13 11.3 8.9 2.4
WISCONSIN 26.3 13 13.3 8.9 4.4
WYOMING 24.7 13 11.7 7.9 3.8

Source: U.S. Bureau of the Census and Bureau of Economic Analysis.
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Table A3. The REMI 14-sector classification, with two-digit-SIC manufacturing detail

No. REMI Sector

1 Durables Manufacturing
Lumber and wood products
Furniture and fixtures
Stone, clay, and glass products
Primary metals industries
Fabricated metal products

Machinery and computer equipment

Electronic equipment, except computer equipment

Motor vehicles and equipment

Transportation equipment excluding motor vehicles

Instruments and related products

Miscellaneous manufacturing industries
2 Nondurables Manufacturing

Food and kindred products

Tobacco products

Textile mill products

Apparel and other textile products

Paper and allied products

Printing and publishing

Chemicals and allied products

Petroleum and coal products

Rubber and miscellaneous plastics products

Leather and leather products

3 Mining

4 Construction

5 Transportation and Public Utilities
6 Finance, Insurance, and Real Estate
7 Retail Trade

8 Wholesale Trade

9 Services

10 Agriculture, Forestry, and Fishing
11 State and Local Government

12 Federal Government, Civilian

13 Federal Government, Military

14 Farm

* There is no SIC for this REMI sector

SIC(s)

24, 25, 32-39
24

25

32

33

34

35

36

371

Rest of 37
38

39

20-23, 26-31
20

21

22

23

26

27

28

29

30

31

10, 12-14
15-17
40-42, 44-49
60-65

52-59

50, 51
70,72,73,75, 76, 78, 84, 86, 87, 89
07,08,09

*
*

*

01, 02
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BLS and REMI Data

The NIST Data Processor calculates return to capital—the “payment” to capital for every $1 of
production (sales) for each industry. A REMI input/output table shows composition of $1 of
production in terms of physical inputs (including fuel) and wages. The REMI input/output table is
based on Bureau of Labor Statistics data, and may be provided to you in spreadsheet form directly
from REMI.

Return to capital is the difference between $1 and the cost of all the enumerated physical inputs and
wages. The inverse of the amount of capital used per dollar of output is output per capital used. Output
per capital used is the amount of output produced given the use of $1 of capital. Note that this measure
is not the same as the total value of the capital equipment—only the capdal

A conservative estimate of yearly capiiaémay come from applying the depreciation rate for the
industry to the total value of capital in the industry. Yearly depreciation can be thought of as how much
of the capital asset was “used up” each year. A conservative assumption is that a machine must
contribute to production (use) at least as much as the amount by which the machine depreciated.

The NIST Data Processor calculates depreciation, that is, the yearly decrease in value of the capital
asset, using the estimated capital life for a manufacturing industry; these data are shown in Table A5
and are available from the Bureau of Labor Statistics[13]. Capital life is the number of years the capital
is expected to last. A uniform yearly depreciation rate is assumed. Depreciation is the fraction (of the
original value) by which the capital asset deceased in value. For example, a $1 million capital asset
which lasts for 20 years (a 5% depreciation rate) is assumed to contribute at least $50 thousand of
capital input towards production (use) each year.
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Table A5. Depreciation Schedule for Capital Investment

Industry

Lumber and Wood Products (24)
Furniture and Fixtures (25)

Stone, Clay, and Glass Products (32)
Primary Metal Industries (33)
Fabricated Metal Products (34)
Industrial Machinery and Computer Equipment (35)
Electronics; Other Electric Equipment (36)
Motor Vehicles and Equipment (371)
Transportation Equipment (37)
Instruments and Related Products (38)
Misc. Manufacturing Industries (39)
Food and Kindred Products (20)
Tobacco Products (21)

Textile Mill Products (22)

Apparel; Other Textile Products (23)
Paper and Allied Products (26)

Printing and Publishing (27)

Chemicals and Allied Products (28)
Petroleum and Coal Products (29)
Rubber and Misc. Plastic Products (30)

Leather and Leather Products (31)

Metal Special
W orking | htlussityy
12 15
15 17
20 24
28 33
25 30
26 31
15 17
15 17
18 21
15 17
18 21
21 25
22 26
17 20
16 19
17 20
17 19
17 20
23 27
15 17
16 19

Source: Bureau of Labor Statistics: http://www.bls.gov/mprcaptl.htm

General
Industrial
Equipment,
lirma luatfimay
Niaeziadds
Httanutiineg

14

17

23

32

29

30

17

17

20

17

20

24

25

19

18

19

18

19

26

17

18

The NIST Data Processor uses the average capital life for each industry.
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Appendix B. NIST REMI Baseline-forecast Data File

To retrieve REMI baseline-forecast data, simply go to the Results tab panel (Figure 12), select “Levels”
from the Type box, and display the appropriate data.

Baszeline_Forecast M=] E3

1: Forecast Selectionl 2. Policy Wanable Selectionl 2 Policy Yariable Valuesl 4; Aun Options & Resultz I

Type: ILeuels vl Cormpare To: |F|EMI Standard Reg Control j Years... |

=B =] Variable 1995 1996 1997 1998 1999 | ]
-l Analytical Organization fuse | [EC e e o) EG47.047 |6948579 |7096.810 | 7199518 | 7244700
-EF Employmert [Thous) -
EF GRF (81524 GRF (Bil 524 4009 (321100 334334 341883 | ME016
B Pers Inc (Bil Nom §) Pers Inc (Bil Hom §) W1.718 | FBOE1 | 337154 | 353838 | 370125
- PCE-Price Index 924 PCE-Frice Index 524 12169 |114.815  |117.388  |119564 | 122638
-[H Real Disp Pers Inc (B1924] | [Real Disp Pers Inc (Bil 923)| 231,819 | 236564 | 243102 | 250752 | 257.582
EDPUI!a“;" [ThDF“S] | Pupulation [T hous] 11790.000 [11847.000 [11857.480 |11939.351 |11989.091
': ety fotes Females) | [Econ Migants 74872 | 75910 |64500 | 63523 | 52800
_____ RE : Tatal Migrants 28878 35879 |-32640  |-21.33F | 20276
Ecom Migrants

B Total Migrants Labor Force 047240 |G0BB531 | G146.784 |G203.624 | 6260176
-8 Labor Force Demard (Bil 923) 433,251 (604409 |531126  |544.849 | SEG.162
-8 Demand [Bil 324 Output [Bil 924) 519.025 |527.799  |549.945 | SBO.671 569.050
Rel Prod Maruf 0.985 0.977 0.977 0.977 0.977
"B Feel Frod Manui Rel Prof Manuf 0.958 0.957 0.955 0.954 0.953

- EE] abor [ntengity . X X X .

Rl Prof Manuf -1 | Labor Intensi 0.985 0,955 0.955 0.985 0.985 -
. | SEL | 3

Master 4 Standard ACustom [ T able £ Graph

e e T - ]
L T 3 X g E R )

- - - -
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o
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=]
=
S
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=
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Figure B1. REMI Baseline Forecast

Use the Years button in the upper right corner to select the years for which you need data (unless
otherwise indicated, provide data for the years 1995 through 2005). The following data should be
provided to NIST, from the above screen in REMI:

® Price Index. The price indices are used by the NIST Data Processor to adjust all dollar
denominated impacts in the Census Follow-up Data.

® Imports and demand, by two-digit-SIC manufacturing industry. The fraction of imports over
demand in each industry and year are used to adjust client-reported changes in-state sales, jobs,
and capital investment.

® OQutput and employment, by two-digit-SIC manufacturing industry. Dividing output by

employment yields output per employee in each industry and year. This is used by the NIST
Data Processor to determine the increase in production from new jobs.

How to Provide the REMI Baseline-forecast Data to NIST

To facilitate the quick use of the NIST Data Processor, NIST needs the REMI baseline forecast data in
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electronic-file format. Table B1 assists you in making these files. The first column tells you what data
you are retrieving. The second column tells you where the data is located in the Results tab panel; you
will need to select thiexactlabel in REMI. The third column tells you what to name the data files.

Table B1. Data Needed From REMI Baseline Forecast

Measure Locaitian in Fgure BIL Fifsl& biame
=R [Top]
Analytical Organization [uze araph option]

PCE-Price Index 92% i Graph 1: Total Employment Components price.txt

Graph 28: PCE-Price Index 924 Determinantsi

Ermployrment [Thous]
By Sectar [Tatal]
Employment (Thous), Durables =-EF Private NonFarm employl.txt
- B-EE Manufacturing
: EI Durables

B8 Emplayrent [Thious)

EI--- By Sector [Taotal]
El Private Mon-Farmn

Bl
B

III.III

Employment (Thous), Non-Durables E| Manufacturing employ2.txt
EREERMon-Durables
_ =B Demand (il 923)
Demand (Bil $), Durables demand1.txt
Demand (Bil $), Non-Durables demand2.txt
Output (Bil $), Durables outputl.txt
Output (Bil $), Non-Durables output2.txt

Imports (Bil $), Durables imports1.txt

=B Imparts (Bil 92)
- B8 Durables Maruf imports2.txt
b MNon-Durblz b anuf

Imports (Bil $), Non-Durables

The method of making each file is simple and consistent. Once you have expanded the data in the
Results Tab to the appropriate level (shown in column 2), go to the task bar at the top of REMI, choose
File, and therPrint Preview. On the Print Preview window, there is a button labeled “Export.” This is
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depicted in Figure B2.

Print Preview M[=] E3

Clase | Cuslomize...l%lm Q QIK §§| 4 | |3 | &;l Export...l

September 21, 1959

Chicago_CMC

Baseline_Forecast - Durables - Levels

Variable 1995 1996 1997 1998 1999 2000
Lumber 1466 14805 15386 15431 15156 151895
Furniture 17.268 16394 17443 18046 18265 19.418

Stone,Clay, Etc. 2219 225887 Z30BR 22809 22351 22065

Primary Metals 45039 45735 45455 4418 42047 41633

Fabricated Metals 111703 110.336 111778 110704 108026 107574

Machin & Comput 14286 155734 155061 150651 142549 140342 —
Electric Equip 120771 1198 121517 11873 114827 118178

Motor Vehicles Jo64E 3786 I7Z2 7292 7154 IT.018

Rest Trans Equip 1150 12584 13166 13126 13161 13189

Instruments J3641 33652 34314 34073 33345 3275

Misc. Manufact 25034 25362 25791 259338 25757 26003

-
4] | 3

|Page 1 of 1 A

Figure B2. Print Preview Screen

Export the data to a tab-delimited text file; Figure B3 illustrates this step.

Save As EH I
Save Iﬁ 3% Floppy 4] j ﬁl

File name: Iemplu:u}ﬂ it Save I
Save as lwpe: ITe:-ct [T ab Drelimited] j Cancel |

Figure B3. Saving the File

You will end up with nine files, one for each data type required. You may send them to NIST as an
attachment to an email. The contact for this process is Hayden Brown, email address
“hayden.brown@nist.gov.”
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