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PREFACE

This document is intended to interest readers in using the Georgia
Economic Model. To accomplish this end, we attempt to show how businessmen,
State and local governmment officials, and development agencies can use
our findings to their advantage.

The authors would be pleased to discuss the Georgia Interindustry
Study and to share our conclusions and interpretations with all interested
persons in and out of State govermment. The development simulators,
the projection model, and the market information system are in use by the
Department of Industry and Trade and the Office of Planning and Budget
of the State of Georgia and by members of the College of Industrial
Management at the Georgia Institute of Technology. Inquiries may be
directed to the above State agencies or to the senior author at Georgia
Tech.

We acknowledge with gratitude our sponsors, the Office of
Planning and Budget and the Department of Industry and Trade. The continued
interest and support of General Louis W. Truman, Executive Director of the
Department of Industry and Trade, and of Mr. Tom Linder, Director of the
Office of Planning and Budget during the Study period, have made this
Study a success.

We received help from many officials in the State government,
including: Dr. William W. Nash, Louis Schneider, and Kenneth P. Johnson
in the Office of Planning and Budget; James 0. Bohanan, James Butler,
George Rogers and H.W. Wiley in the Department of Industry and Trade;

Joe Woodall and Corine Cross in the Department of Labor; William M. Nixon
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1

INTRODUCTION AND HIGHLIGHTS

1.1 Introduction

This chapter discusses the significance of the Georgia Interindustry
Study to the State, outlines the remainder of this document, and reports the
highlights and conclusions of the Study.

1.1.1 Significance of the Georgia Economic Model

The Georgia Economic Model is the final product of the Georgia
Interindustry Study, a year—long and intensive economic study sponsored by
the Office of Planning and Budget and the Georgia Department of Industry and
Trade. The study identifies sales and purchase patterns in the State in 1970.
Systematically assembled and supplemented, this data forms the Georgia Economic
Model, showing the dependence of industries in the State upon one another and
upon industries outside the State for markets and inputs.

The Georgia Economic Model is useful to businessmen, to area planners,
and to state planning and development agencies in a number of ways. First,
it compiles in a consistent framework a series of facts about the Georgia
economy. This basic economic information system is organized around a
transactions, or input-output, table which identifies consumption patterns,
the industry structure, income sources, and nonmarket transfers in the Georgia
economy. Through it, several important questions can be answered. What is
Georgia's gross state product? Who received this income and what are its

1






this economic information system makes this the most sophisticated and

powerful planning tool in the Southeast. The Georgia Economic Model is a
critical element in the overall planning system required for promoting orderly
growth in a complex State economy; to facilitate its integration into other
data systems in the State, the Model has been developed with care to provide
for ease in use, in modification, and in revision. The system can be extended
to answer critical envirommental questions and to project occupation needs

for use in manpower planning and development. Refined and linked with
existing data sources, the projection model can become a major instrument of
State policy.

1.1.2 Organization of this Document

This volume discusses the use of the Georgia Economic Model in two
sections. The Model itself and supporting materials are reported in a series
of appendices,

Section I provides a basic guide to the input-output model and
interprets many of the relationships uncovered in the Study. Chapter 2
reviews an aggregated version of the Georgia input-output table and develops
an estimate of Georgia's gross state product. Chapter 3 highlights the
input—output relations depicted in the 50-industry transactions table of
Georgia. Chapter 4 shows how the Georgia Economic Model is constructed from
this table. And Chapter 5 discusses measures of linkages and interrelation-
ships between Georgia industries as derived from the 50-industry model.

Section II extends the Georgia Economic Model and demonstrates how
tc use the data generated for planning purposes. Chapter 6 reports a basic
system for forecasting income, employment, and tax revenues in the State; in

addition, it contains baseline forecasts of economic activity in Georgia in






become 57 percent for households, 15 percent as a capital residual, and 4,

and 18 percent for governments.

But expenditures are a different matter, for nonmarket transfers

between economic units shift the balance again.

b=

Household expenditures were

59 percent of GSP, private investment expenditures were 11 percent, and

local, State, and Federal government expenditures were 7, 4, and 14 percent,

with the remaining 5 percent of GSP appearing as net exports to purchasers

outside the State. When grants and defense expenditures are considered, the

Federal government spent over $533 million more than it received in Georgia;

local governments incurred a deficit of $112 million; and the State government

showed a surplus of $55 million.

Most of Georgia's GSP originated in the service, manufacturing, and
g g

trade industries, indicating Georgia's position as an industrialized state.
g g P

The industrial origins of GSP for Georgia in 1970 and of GNP in 1966 are

as follows:

Origin
Agriculture and mining industries
Construction

Manufacturing industries

Transportation, communication
and utilities

Wholesale and retail trade
Service industries

Local government payrolls
State government payrolls
Federal government payrolls

Total

Georgia, U.s.,
percent of percent of
GSP, 1970 GNP, 1966
4 5
4 6
26 29
8 8
18 14
26 27
4
2 11
7
7100 ~100






Georgia in return for goods and services not available in Georgia.

State government imported only 21 percent of its purchases from
outside the State. Local governments imported 23 percent, the same as
private producers; 31 percent of household purchases were produced outside
the State; and 36 percent of investment expenditures were for equipment

produced outside of Georgia.

1.4 The Logic of the Model

The Georgia input-output table outlines the economy as it existed in
1970. Through a series of calculations, this accounting system is converted
into a model for use in analyzing economic change in the State. Short-run
changes in industry sales and trade patterns are traced through a multiplier,

or impact, model, while long~run changes are examined through a projection

model.

1.5 Interindustry Relationships

The Georgia Economic Model has been used to compute a series of
measures of the effects of additional sales on output, employment, and income
in the State. Called "multipliers," these measures are derived from economic-
base theory, which divides the economy into two sectors: (1) the basic
sector, which produces goods and services to be exported, or sold outside
the State; and (2) the supporting sector, which provides the local goods and
services required for the basic sector to perform its function. Each dollar
received by the basic sector in return for exports is respent in part with
the supporting sector and in part to import the materials not purchased
locally from outside the State. The local money circulation traced in this

spending chain depends on the size of the "leaks" in the system, which are
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holds its own in supporting and service industries. The largest missing
links are in petroleum production and in primary iron and steel, industries
about which little can be done. Although strong in producing certain durable
goods such as aircraft, mobile homes, and electrical transmission equipment,
the State's deficiencies are primarily in durable-goods manufacturing. To
round out the economy and to improve its industrial linkages, the State
should encourage activities in this area.

Which export activities will yield the greatest increases in per
capita income? In 1970, $11,213 million in personal income was associated
with an industrial labor force of 1,244,076 for an average of $9,093 in
personal income per worker. With the Georgia Economic Model, an index
comparing income and employment generated per dollar of additional sales
can be computed to include both direct and indirect effects of new activities.
Values greater than $9,093 show industries which clearly contribute to higher
per capita income. These industries are finance, insurance, and real estate;
aircraft and parts; pulp and paper mills; beverages; miscellaneous electrical
equipment; motor vehicles and parts; primary iron and steel; printing and
publishing; other mining; nonferrous metal manufacturing; business services;
dairy products; fabricated metal products; paperboard containers; machinery;
plastics, drugs, and paints; communications and utilities; government

enterprises; and stone and clay mining.

1.8 Simulating Economic Development

The Georgia Economic Model has been programmed to permit the simulation
of economic change in the State. The 50-industry model maintained at the
Office of Planning and Budget and the Department of Industry and Trade can be

modified to show the effects of a new plant or an entirely new industry on
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ANATLYSIS, INTERPRETATIONS






SECTION I

THE GEORGIA ECONOMIC MODEL: INTERINDUSTRY RELATIONS,

ANATYSTIS, INTERPRETATIONS

This section summarizes and interprets the empirical findings of the
Georgia Interindustry Study. Chapter 2 describes the format of the State
input~output table and constructs from the table a set of income and product
accounts for Georgia. Chapter 3 discusses the various summary measures of
relationships in Georgia which have been derived from the 50-industry model.
Chapter 4 outlines the logic of input-output models and places the notion of
economic change into the context of such models. Chapter 5 develops the
concept of export multipliers and reports these multipliers for industries
in Georgia.

As its name implies, "interindustry" economics investigates the

relationships 'between industries;"

it emphasizes the structural inter-
dependence of the producing and consuming units of an economy. In its
analytical role, it is essentially a theory of production based on the

interrelations between producing units. 1In its social-accounting role, it

is a useful supplement to more highly aggregated systems and provides a

15
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