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Importance of Accurate Data
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The real strength of the REMI model is its strong grounding in tested economic theory. There
are five key linkages all directly and indirectly interrelated with each other.  An alteration of
one can have ripple effects on all the others which are computed automatically by the model.
For example, loss of an employer can lead to population shifts over time which can further
result in wage and price shifts for both factors of production and consumer goods, or housing
costs.  All of these are taken into account simultaneously to provide a realistic simulation of
the real world result.  Sometimes short-run decreases can yield long-term gains and vice
versa depending on the forecast horizon.  National macro-level variables are also ìdriversî of

some of the state and regional variables.

The five linkages are as
follows: (1) output, (2)
demand, (3) wage rate, (4)
supply, and (5) market
share. Investment and/or
government demand might
shape relative factor prices
and influence consumption
which depends on income.
The model takes all this
interaction into account.
Ultimately it calculates this
interaction providing
explicit estimates on
profitability, inter-state and
international exports or
commodity flows to and
from the region, as well as
effects on income and
population.

REMI provides output measures that can be
displayed in table or graphic formats.  The
example in Table 1 and Figures 1 are from a
REMI model run of a hypothetical company
relocating to Connecticut.  Table 1 displays
some of the key results variables.  The plant
boosts gross state product, a measure of
total new output in Connecticut. It can be
noted, for example, that gross state product
increases on an annual average basis by
$637 million dollars. The new plantís
economic activity also generates an
increase in total employment across the
state.  This averages 3,045 persons  each
year, but is not cumulative.

These year-by-year  additions to total
employment are shown  in  Figure 1. The
new employment eventually tapers off,
reflecting a  growth  in  productivity  in  the
industries that service the new firm and their
employees.  Also, after a period of time, new
capital investment  in  support  businesses is
induced by the new plant until it reaches its
desired  capacity  and then only replacement
investment remains. Another benefit to the
state is the increase in personal income,
forecast to grow on an annual average basis
by $265 million.

Economic Variable Average Annual Impact

Gross State Product $637 million (in 2000 dollars)

Total Employment 3,045

Private Non-Farm Employment 2,854

Personal Income $265 million

Disposable Income $216 million

Population Change 5,078

Table 1: Summary of Economic Impact Statistics

Hypothetical Manufacturing Plant Relocation
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Figure 1: New Total Employment, 2003-2022
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