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REGIONAL ECONOMIC ACCOUNTS FOR
RECREATION RESOURCE PLANNING

Wilbur R. Maki
University of Minnesota

The focus of this paper is a small, but, nonetheless important segment of
a region’s econary, namely, its tourism/recreation industry. This fowus stars
from an abiding concern about the uncertain and limited role of a region's
recreation-related industries in its general economis development. It also
stems from the realization that the tourism/recreation industry is actually
parts of many existing industries and that it is not readily differentiated as
a unigue and separate industry group.

The analytical approach presented in this paper avoids the need to
redefine industry structure and extensively reconstruct general purpose
economic models for tourism/recreation studies. It makes use of matrix
methods in linking recreation-related expenditures to changes in regional and
national input-supplying industries. Moreover, the methodology for analyzing
the groewth and development of a tourism/recreation industry cluster can be
extended, without industry reclassification, to other industry clusters which
relate to uniguely differentiated clientele groups.

Recreation rescurce planning pertains to the targeting of public capital
expenditures in recreaticn activity areas. Well-established public pricrities
help explain the location and magnitude of these expenditures, althcugh
changes in the perceived importance of a region’s recreation-related indus—
tries to the residents of the region and the state will lead to vhanges in
these priorities.

The monitoring of the recreatibn-related activities in a region's economy

relates directly to a critical decision information need in recreation



resource plamning. Thus, the overall study cobjectives are two-fold, namely,
to develop a methodology and related data for measuring the local and regional
economic effects of particular tourism/recreation activities and to demon-
strate the use of the methodology and data in targeting public investment in
particular tcurism/recreation facilities and activity areas.

Study objectives have been achieved in several stages, the first being
the construction of a set of regional interindustry accounts as the production
module in a computer simulation model for regional impact assessment and
forecasting (Hwang and Maki, 1979). A new algorithm has been prepared for the
two region inter-industry accounts used in this model. This algorithm recom-
putes regional input-cutput coefficients each year when import-export balances
'hanqe In addltlon, this model includes eight other basic modules, with the
produg.tlon, i.e., input-cutput, mcdule being driven by the market, investment,
and demand modules as illustrated in Figure 1. Investment, along with popu-
lation, labor force and employment, constrain production when these supply-
side constraints are relaxed less rapidly than the demand-side constraints.
The income payments of all producing sectors are distributed, finally, to the
primary rescurce owners in the value added module. In addition, a financial
module contains the relevant data for limiting capital spending in both public
and private sectors of a regional econamy.

The first-stage model has been used in several studies on the regional
economic effects of proposed rescurce development projects, including peat,
copper-nickel, and taconite mining, irrigated agriculture, and woed products
manufacturing (Maki, et al., 1980). 1In each of these studies, alternate
levels of changes in final demand or gress cutput were postulated and their

effects on employment, income and other valuables were simulated (Maki, et
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al., 1979). A user manuel for one version of this model was completed
recent]ly under a cooperative agreement with the U.S. Forest Service (Olson, et
al., 1984),

The construction of a fully-interactive tourism/recreation, government,
and household modules is part of a second-stage model develcpment effort, In
this effort, the existing demand, including investment and market, modules are
expanded, sector by sector and then linked to other modules. Each sectaor is
represented by two demand sources——recreation-related and other. Recreation-
related perscnal consumption expenditures are attributed to both resident and
non-resident households. Recreation-related private capital formation and
goverm\ent.sector purchases are associated with recreation facility and site
construction and maintenance. The second-stage model expansion effects are
reported under the specific headings of activity acccunts, expenditure ac-

count, facility, and goverrment account.

Activity Accounts

A tourism/recreation activity area is populated by groups of recreation
industry providers and clientele and related public and private facilities,
including site attractions. The Northeast Minnescta Study Region is compesed
of several recreation activity areas, starting with the Lake Superior North
Shore, which extends from near Duluth northeastward about 150 miles to Grand
Portage near the U.S.<Canadian border. Another activity area is Dulath,
which, together with Superior, Wisconsin, form a metropolitan vomplex of
slightly more than 100 thousarnd pecple at the western end of Lake Superior.

The Boundary Water Cance Area, Voyageurs Naticnal Park, the Mesabi Range Open



Pit Mines, and Lake Superior Naticnal Forest comprise the remaining tourism/-

recreation activity areas in Minnescta's recreationally-rich Northeast Regicn.

Decisicn Information

Tourism/recreation impact assessments and investment targeting require
up-to-date information on (1) recreation activity participation of both
residents and non-residents, (2) recreation facility uses and their capa-
cities, and (3) tourism/recreation expenditures—personal, business, and
aovermment. In addition, the time spent in each activity provides a useful
measure for allocating personal consumption, govermment, and business final
purchases to appropriate tourism/recreation activities and facilities (Wicker,
1979).  Until recently, much of the essential information for timely and
effective tourism/recreation impact assessments and investment targeting has
been lacking (Blank, et al., 1982},

In this study, decision information needs were established by continuing
examination of capital spending decisions and related information requests in
state agencies and the implications of these findings for the design of a
decision—oriented rescurce management model (Carruthers and Maki, 1971}, The
model now being implemented incorporates market, product (i.e., site), and
regicnal variables interactively in the determination of facility investment

recruirements and related economic impacts.



Analytical Framework

Accurate and timely measurement of facility development impacts depends
on an eccnomic model of interindustry and interarea transactions. For a
small, sparsely-populated area with low internal, but high external, linkages
a minimally-adequate economic mcdel can be extremely simple and rudimentary in
its representation of (a) the basic, or export-producing sectors and (b) the
non-basic, or residentiary sectors. For a large, densely-pcpulated area with
internal, and low, but, ncnetheless, critically important, external, linkages,
a minimally-adequate economic model must provide a highly differentiated
representation of all sectors, both export-producing and residentiary, includ-
ing final demand sectors.

For both small, sparsely-populated and large, densely-populated areas,
the measurement of economic impact is burdened by its two—fold task of ac-
counting fdr supply-side changes in both overall magnitude and spatial-ecc-
namic incidence. While much economic analysis foouses on supply-side effects
as measured by changes in net value added, political decisions are importantly
influenced by the distribution of gross changes in value added by all economic
activity.

A critical econamic duestion is the importamce of redistributive gains
and losses. Even though felt needs and financial rescurces of individuals of
varying socic-economic status are likely to differ greatly, and these differ-
ences are extremely difficult to measure, the role of econcmic analysis must
include sc-called copportunity costs of public facility development. Criti-
cally impcrtant, therefore, in supply-side impact analyses are the values

assigned to benefits and costs of facility development for varicus socio—




economic groups, differentiated by household income :lass, in (a) the local
community, (b) the develcpment impact region, and (c) the naticn.

Supply-side development effects on tourism/recreation industries can be
camputed with the help of recreation demand multipliers, once the recreation=
related spending is linked to individual input-supplying industries in the
econcmic impact region and rest-of-nation. In this study, the regional
computer simulation model cited earlier was used in deriving the supply=-side
develcopment effects.

Several steps are involved in linking recreation-related business,
government, and household spending to local industries, starting with public
spending on tourism/recreation facilities. Data requirements for implementing
this task are illustrated by the distribution of tourism/recreation activities
and facilities. The relative importance of a tourism/recreaticn activity is
represented by the mumber of recreation occasions, that is, the total person-
days of participation in each activity class.

All tourism/recreation occasions are summarized under 10 activity class-
es, which relate, in turn, to corresponding facility classes. Construction,
operating and maintenance expenditures are summarized, also, for each facility
class and allocated to specific activities according to activity participation
and utilization of each type of facility.

Another critical step in deriving recreation demand multipliers is
estimation of recreation-related spending in each activity class. A summary
of spending for personal consumption in the North Shore recreation focal area
illustrates the results of this step of the estimaticn procedures in Table 1.
Personal expenditure profiles for each activity class were derived from a 1981

visitor survey.
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The next step in data preparation is the estimation of specific industcy
output requirements in each personal expenditures vategory, as shown in Table
2. PFach personal expenditure item includes cne or more industry outputs,
including varicus marketing margins. While industry output is represented in
producers' prices, personal spending is represented in purchasers’ prices.
Supply-side effects on regional industries of changes in individual
recreation activities are represented, finally, in Table 3. Owverall econo-
my-wide effects are attributed to the industry output requirements of the

recreation-related personal consumption expenditures summarized earlier.
Expenditure Account

Tourism/recreation expenditures are included in 14 of the 107 personal
consumption expenditure categories in the National Incame and Product Ac-
counts. (These categories were listed earlier in Tables 1 and 2.) Private
investment categcries also conform with corresponding NIPA classifications of
new construction and producer durable equipment, In addition, recreation-
related private capital expenditures are differentiated from other private
capital investment.

Tourism/recreation expenditures relate to the varicus tourism/recreation
activities, firstly, in the constructicn and maintenance of related facilities
and, secondly, in the participation of visitors and residents in these acti-
vities. Tourism/recreation expenditures are usually specified with reference
to total personal income. They also may be specified with reference to total
time spent away from home as a visitor (in away-from~home behavioral set-

tings). 1Indeed, tcurism/recreation activities take place in alternate beha-
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Table 3. Direcc and Indireet Iffacts of Specified North Shors Visizor
Expendiitures on Northeasc Minnesota Gross Oucput and Ralacad
Perscoal Earzings and Zoploymems, 1991,
orth Shore Direct and Indirsct Effecta
ndus Yisicor Gross Personal Inploy-
Sdo. Iicla itures Qutput Earnin ment
{31,000) ($1,000) {$1,000) {oumbar }
l. Dairy and Poulrry Prod. 76 113 12 el
i. Meaz An. & Prod. 3 3 0 0.1
3. Food, Feed Gr. 3 4 Q 0.2
4. Othar Crops 6 N 12 4.3
5. Forast., Fish. Prod. &7 61 21 a.9
&. Agr., For., Fish. Saev. 7 10 3 0.2
15. Ordoaseas 76 76 Q 0
16. Mmac Produccs 6469 1,081 9 a4
l7. Dairy Products 339 508 39 1.9
8. Canned, Froz. Praa. 151 208 43 3.1
l9. Grain Mill. Prod. 9 12 2 1]
20, Bakary Prod. 22 2 77 3.4
2l. Aleh. Bav., Sofc Dr. 219 64 &2 1.9
22. Misc. Food, Tob. 159 187 34 1.8
24. Apparal, Tab. Tax. 23 s 12 1.4
3l. Priacing and Publ, 304 481 210 9.9
33. Pacr. Raf. and Pred. 1,506 1,790 93 3.3
b4. Other MNon. Electr, 25 37 & 0.3
47. Elecetrical Mach. 26 33 5 0.3
49. Othar Trans. Equip. 479 679 123 9.0
31. Opeizal, Opeh., Pho. 193 a7 k! ] 2.6
$2. Misc. Mfg. . 582 846 118 9.0
-93. Railyoad Trans. 237 2?7 127 6.1
34. Llocal Transic 144 180 40 4.0
33. Truck Trans. 262 3ls 132 7.2
36. Air Trans. 189 262 a3 3.3
37. Ochar Trans. 58 %4 17 1.5
38, Cowmunications 24 29 11 0.5
62. Wholasale Trade 798 987 383 2.6
63. Retail Trade 2,862 3,478 1,620 195.1
66. Hocals, Pers., Rep. 11,103 15,253 3,251 350.1
67. Businaas Serv. 61 86 27 1.5
68. Eac. and Driak. Placas 8,547 12,813 2,493 137.4
6%3. Aucomobile Repair 1,149 1,674 354 5.4
70. Motion Pic and Reer. 209 1,062 415 .7
7l. Health Sarvicas 246 k1s) 14 .9
72, Zdue., Nompr. 10 13 s 5
74, Scate and local Eater. 14 23 [ A
Visicor Expendicures 31,378 431,470 12,007 1,2%9.9
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vioral settings, which prescribe participant rcles that intentionally differ
from those prescribed for non-recreating local residents (Fox, 1983: Wicker,
1979).

Changes in tourism/recreaticn expenditures in the study region are
entered in the regicnal economic model as Jorrespending changes in final
purchases. Extensive use of matrix methods helps translate tcurism/recreation
market develcpment scenariocs into facility cperation, maintenance and develop-
ment cutlays, and, finally, into corresponding changes in tourism/recreation
activity participation and related expenditures.

Effective use of matrix methods starts with the preparation of working
tables, which are described as follows:

1. Total developmental and maintenance expenditures (in constant
dellars) for specified tourism/recreation facilities, including
initial construction and annual operating expenditures, by year;

2. Total annual resident and non-resident participation (based on
average daily, weekly, and seasonal rates) in specified
tourism/recreation activities, by year:

3. Total and expected activity utilization rates (based on daily,
weekly, and seascnal patterns) for specified tourism/recreation
facilities, by activity and year;

4. Total annual recreation-related expenditures (based on average daily,
weekly, and seasonal expenditures in constant dollars) of residents
and non-residents in specified tourism/recreation activities, by type
of expenditure and year:

5. Total private recreation-related capital expenditures (in constant

dollars) in specified industry, by type of expenditure and year;
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6. Total federal, state, and local government current and capital
expenditures (in constant dollars) for specified industry cutput, by
level of govermnment, type of expenditure and year; and

7. Total requirements (in constant dollars) cf specified industry
output, by econcmic unit, type of expenditure, and year.

' Thus, recreation-related spending for each final demand sector = hcusehold,

business, and goverrmment -- is estimated and its distribution, by type of

facility, activity, and industry, is derived.

Activity participation and facility utilization budgets are prepared,
finally, from the statistical series. The budgets show the proportion of
tctal personal time and money spent in each activity and total business and
government spending for each type of facility. From these budgets, the
spending coefficients are derived for use in the matrix transformations of
recreation-related facility expenditures into corresponding industry output,
employment, and earnings effects, as illustrated earlier.

Thus, the use of matrix methcds in linking recreation~related expend-
itures to changes in regional and national input-supplying industries avoids
the need to redefine industry structure. General purpose interindustry
transactions tables are more effectively and economically used in tcurism/-
recreation industry studies than more costly special-purpose interindustry
transactions tables. The special-purpose tables require careful, but still
arbitrary, differentiation of a tourism/recreation industry clusters in each
regicn. )

In summary, therefore, the matrix methods approach in model estimation is

implemented in a final series of steps, as follows:

L]



1.

4.

5.
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Prepare vector of tourism/recreation public facility development
expenditures [FG}:

Prepare activity-facility [AFG] matrix of technical coefficients
showing distributicn of public facility development expenditures
(based on activity use) by activity; post-multiply matrix by vector
to obtain a new vector [AG] of public facility development
expenditures, by activity;

Prepare additicnal activity expenditure vectors for public facility
operation [AO], private facility development [AB], non-resident
perscnal spending [AN], and resident recreation-related personal
spending [AR];

Prepare expenditure-activity matrices of technical coefficients
showing distribution of specified activity-related expenditure, by
type of public capital goods expenditure [ECG], private vapital gocods
expenditure [ECB], public operating expenditure [BOG}, non-resident
personal expenditure [EPN], and resident, recreation-related perscnal
expenditure [EPR]; post-multiply matrix by corresponding vector in
Step 3 to cbtain new vectors [BG), [EB], (EQ], (EN], and (ER],
respectively;

Prepare industry-expenditure matrices of technical coefficients
showing distribution of specified type of expenditure, by industry,
for public capital goods (ICG), private capital goods [ICBI, public
operating expenditures [IOG], non-resident personal expenditure
[IPN), and resident, recreation-related perscnal expenditure [IPR);
post-multiply by new vectors in Step 4 to obtain industry cutput

requirement vectors (IG], {IB], (IO], [IN], and [IR], respectively:
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6. Prepare tables of industry-specific effects on cutput, employment,
and earnings by pre-multiplying industry vectcrs in Step 5 with
appropriate Type I or Type II multipliers;

7. Alternatively, use Northeast Minnesota computer simulation model to
obtain industry effects from specified tourism/recreation industry
expenditures,

Organization of tourism/recreation expenditure data is prescribed by (1)
the data requirements of the economic model(s), and (2) the matrix method of
implementing either the regicnal input-cutput approach or the regional om=-
puter simulation approach in economic impact assessment. Again, the overall
structure of the study represented in Figure 1 provides the wonceptual frame-
work for expenditure data organization.

The final demand sectors drive both the input—cutput and the computer
simulation models. The excgeneous demand is represented by the non-resident
perscnal spending in the region. The endogenecus demands are represented by
the resident, recreation-related, private capital, and government capital and
operating expenditures while the total tourism/recreation demand is the sum of
the excgenecus and endogenecus demands. It is, in part, affected by the
direct, indirect, and induced effects of its total demand, which are appro~
priately viewed as “"feedback"” effects. The computer simulation apprcach, as
well as the Type II multipliers, include, in varying degree, the induced
effects of personal spending and incorporate their feedback effects in the
final results.

Thus, the task of preparing the tcurism/recreation expenditure acccunts
for use in the twe economic models focuses on the multi-state tourism/re-

creation market and Northeast Minnesota‘s share of each state and substate
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market. Each regional market (of individual states and the rest of Minnesota)
is represented by its tctal recreaticn-related personal spending. The tctal
spending 1s a function of total population, per capita disposable income, and
other variables. The distribution of total spending among recreation focal
areas is a function of distance to each area and the perceived quality of each
area's tourism/recreation facilities (Sutherland, 1982). State«spensored
tourism advertising and promotional campaigns are intended te enhance a
recreation area’s image as a provider of a unique and fulfilling recreation
experience. Without a qualitatively competitive preduct, however, the market
development programs would fail their promises. The overall analytical
framework thus integrates the evaluation of market and product strategies as a

decision aid in both market promotion and facility development programs.

Facility Account

The private sector accounts for much of the tourism/recreaticn facility
cdevelopment in Northeast Minnescta. It provides the essential financial and
rersonnel resources for new investment in the region’'s tourism/recreatien
economy. The public sector sexrves in a facilitating and supportive role as
the principal landowner and provider of water and wildermess access services
and facilities. The decisicn focus in tourism/recreation facility development
is on new investment. In addition, some decisions deal with replacement
and/or abandorment of existing facilities.

A tourism/recreation activity classification system for facility planning

is presented in Table 4. The individual elements in the 10 activity classes
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Table 4. I'ourisu.f‘&lcru:ioﬁ Facilitiss and Ralated Activities, Northeast

Mimmasota, 1984,

Activicy Tourism/Racrearion Touzrism/Recreation
Class Accivity Facilicy
TRAIL 3icycling Bicyelsa Trails
Biking Biking Tralils
Back Packing Back Packing Trails
Horssback Riding Horsaback Trails § Stables
Crass Country Skiing Croas Councry Trails
Soowmobiiing Soovmobila Trails
Sledding & Tubing Cpen Spaca
Four Wheeling Four Yhesl Drive
WATER Canoeing Cance Portage
Watar Accass
Mingr Docking Facilicy
Swimming Baching Seaches
Swimming Pools
Sail, Mtr. Boac/Wer. Ski Boat Dock., launching, Hooring
LICENSED Ica Fishing Fishing,Rsncal, Baic
¥ishing Flahing,Rencal, Bait
Buncing Wildlife Araas
DRIVING For Pleasure Streats, Roads, Waysidas
RESORT Dowvmhill Skiing Dowahill Ski iAress
Golf Golf Courses
Tennis Tennis Courts
Archery, Shooting Range Archery Rangas
Lodging Resorts
PARK Camping/Wilderneaa Campgrounds, Wilderneas
Camping/Developed Campgrounds, Developed
Picoicing Pleaie Grounds
Cooking Complemsncary
URBAN Ice Skacing Ice Skating Rinkg
Baseball/Softball/Ft.ball Basaball, Featball Fields
Movies Motion Picrure Thaatars
Live Zotertainment Other Entartaiomentc
Dining for Plaasure Dining Rooms
Shopping Retall Trade
ZDUCATIONAL Visic Bist., Sices Museums, Gardens, Zoos, Hist,
Vigit Incarp. Ceanters Laaraing Resocurca Centars
Induscry Tours Industry Cantars
PERSONAL Nature Scudy Complementary
Sun Baching Cotpiementary
Reading Complemancary 3ookstars
Jo Complementary Sports Storss
Picture Taking Complementary Photo Servicas
ENRCUTE Lodging Hocel, Other Lodging
Driving Stace, Fedaral Highways
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cited earlier are listed according to their facility requirements. One
activity, for example, canceing, may require more than ome facility. In most
cases, however, a single activity is asscciated with a single facility.

Individual tcourism/recreation facilities are related tc the level and
type of tourism/recreation activities supported, or made possible, by these
facilities. Thus, the availability of appropriate facilities is viewed as a
necessary, but not a sufficient, condition for the tourism/recreation activi-
ties. Scenic, cultural, historical, and environmental attractors, which are
advantageously located with reference to their market areas, are, of course,
essential requirements of viable recreation activity areas.

The tourism/recreation facility component of the regicnal econocmic model
is fitted to recently campiled facility survey data (Minnescta Department of
Natural Rescurces, 1979). These data are summarized for nine facility class-
es, which correspond with the activity classes. In the simple counting of
individual facilities, public facilities far outnumbered private facilities.
Total private sector revenues, of course, far exceed total public service
revenues. A 1978 facility survey also shows the distribution of recreation
occasions among nine of the 10 facility groups (Minnesota Department of
Natural Resocurces, 1978).

Because several recreation occasions are typically reported for each day
of activity participation, the total mumber of recreation occasions (i.e., the
number of different recreation experiences each day) is much larger than the
total number of person-activity days. Residents account for a larger share of
the total number of recreation occasions than nenresidents, although licensed
(e.g., fishing, hunting), park, educaticnal and perscnal activities are more

popular with nomresidents than residents in Northeast Minnesota. Enumeration
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procedures and definitions for reporting tourism/recreation activity parti-
cipation lack the rigor and precisicn for useful quantitative analysis and
comparison and, hence, one of early recaommendations pectains to the design and
implementation of new survey instruments to economically obtain the essential
decision information which is now lacking.

The next steps in model implementation involve the campilation of facii-
ity maintenance and development expenditures and the preparation of facility
cest and use functions. Completion of these steps is likely to be delayed by
the lack of appropriate economic accounts for sorting expenditures and revenue
into functional categcries, like the activity and facility classes listed in
Table 4. Similarly, detailed private sector data are lacking con facility
operating and replacement costs. Additional facility surveys are needed’to
provide these data. Private sector facility requirements are incorporated in
the existing investment module of the regicnal economic model. Facility
requirements of recreation-related activ'i-ties in the private sector are not
differential from other facility requirements. This differentiation OcILS,
however, in the private capital formation acccunt.

The oroanization of a decision-focused data base for recreation resource
management is prescribed by the arrangement of data elements in the regicnal
economic model and, particularly, the tourism/recreation module. Two sets of
data are utilized, namely, the base-year facility and user surveys and the
annyal, guarterly, and monthly time series for updating the base—year surveys.
These surveys help monitor the status of existing tourism/recreation facili-
ties and their contribution to the growth and development of the region's
tourism/recreation industry. Facility and site development is, in short,

product development, the "product” being the tourism/recreation experience.
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Formulation of product development strategies in the tcurism/recreation
industry is essentially a public-private partnership in Northeast Minnesota.
It is part of the state’s market development strategy for promoting its
tourism/recreation activities. It is, also, one of the two ¢ritical variables
(the other being distance from market to focal area) in accounting for the
reaion's share of the tourism/recreation market in the rest of the state and

in other states.

Govermment Accounts

Recreation market and site development programs of state and local
goverrments are represented in the govermment sector accounts as special
categories of current and capital spending. The additional set of accounts
relates the functicnal categories of spending to total spending and total
revenues of state and local govermnments. Federal government spending is

involved, also, in forest, park, and water development projects.

Government Revenue

State and local government revenues are oollected from individual hcuse~
holds and businesses in the form of income, sales, and cther gross receipt
taxes, fees and licenses, service charges, property assessments, enterprise
receipts (primarily municipally-owned utilities and, in Minnescta, municipal
liquor stores), and trust fund revenues. In addition, intergovermmental
transfers, specifically, federal-to-state and federal-to-local, complete the

listing of revenue sources.
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Two sets of goverrment accounts were established for this study =-- cne
for the region, the other for the state. The state accounts include all state
and local government revenues while the regicnal accounts include only local
governmment revenues.

A base variable is identified for each revenue source. For individual
income taxes, the base variable is taxable income, which oconsists largely of
wage and salary payments and property income. Thus, the two components of
total perscnal income serve as proxies for state taxable inccre. Similarly, a
base variable, and its proxy, are acquired for sales, use, and gross receipts
taxes, Because the individual income tax rate is differentiated by inccme
class, the distribution of earnings per tax filer in the househcld module is
vorrelated with the distribution of earnings per wage and salary worker, by
industry and occupation, in the employment module. Thus, the contribution of
each revenue source is ascertained, given its base variable and corresponding
rate of revenue yield.

All state and local govermment revenues, except federal transfers, relate
to the value added module. This module collects the income payments of
individual industries for the reimbursement of labor, capital, and entrepre~
neurial services and then distributes these payments to their final

recipients —- household, business, and government.

Government Spendina

State and local government spending is restricted by its total revenues
anc debt financing. Some revenue scurces are dedicated for specified spending

functions, like state aids to local schools. Government financing constraints
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are imposed through the financial module.

The principal purpose of the govermment spending account is to link the
revenue scdrce to total spending and to derive year-to-year changes in the
functicnal categories. Thus, the spending account serves as part of an
integrated annual budget for the state and its local governments.

The functional categories of state and local spending include education
services (higher education, local schools, and other education): income
maintenance and social services (health care and sanitation, hospitals, and
welfare); streets, roads and highways; public safety: recreation and natural
resources; municipal services (water, sewerage, other); and general adminis-
tration. Recreation-related facility construction and maintenance is included
under both current and capital expenditures in several functional areas.
Moreover, the functicnal categories spread across several state and local
agencies. Thus, the spending accounts relate, alsc, to the recreation favility
acoounts. '

In summary, the government acoounts are used in forecasting revenues and
their implications for spending at the state and the substate regional levels
of public rescurce management. A common analytical framework is used in
implementing the goverrmment accounts. It makes use of the same matrix methods
prescribed for the recreation expenditure accounts. Both accounts represent
extensions of the demand module in the economic impact forecasting system for
the study region. The govermment accounts also relate to value added module
and its income recipients, who impose together, form a critical set of oon-

straints on state and local government spending.
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