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Key Study Findings: 

 Over the 2013-15 time frame, 

about 15.4% of the 9.8 million 

households in Texas had either 

“low” or “very low” food security. 

 Even beyond the obvious physical 

and mental costs of food insecurity 

and the incalculable toll on the 

stability and dignity of families, 

there is also a tremendous 

economic cost. 

 The total cumulative lifetime 

effects of a single year of the 

Feeding with Impact initiative 

include benefits of more than $1.3 

billion in gross product and 13,827 

person-years of employment.   

 Every dollar of State funds for the 

Feeding with Impact initiative 

would return $3.27 in State and 

local taxes and savings for social 

services, including $1.65 in health 

care savings.  

Introduction 

 

More than 1.5 million Texas households deal with food insecurity, meaning that at some 

point in the year, their access to adequate food was limited by a lack of money and 

other resources.1 For this 15.4% of Texas 

households, hunger is an issue. Worse, many of 

these households (an estimated 6.0% of Texas 

households) fall into the more severe “very low” 

range of food insecurity, meaning that the food 

intake of some household members is reduced and 

normal eating patterns are disrupted at times 

during the year due to limited resources.  

There has been some progress over the past few 

years as the economy has improved, and the rates 

of food insecurity have fallen in the United States. 

However, food insecurity in Texas continues to be 

higher than the national average.  

The well-being of the individuals and families who 

are affected is reason enough to pursue measures 

aimed at reducing food insecurity. However, 

hunger also involves quantifiable economic costs in 

the form of increased health care and social 

service needs, inferior educational outcomes, and 

lost productivity. Given the reality of finite 

resources and budgetary constraints, analyzing 

these economic benefits can help inform 

discussion of future strategic plans.  

The Perryman Group was recently asked to study 

the potential economic and fiscal effects of the 

“Feeding with Impact” initiative, a proposal to 

                                                           
1
 Coleman-Jensen, Alisha, Matthew P. Rabbitt, Christian A. Gregory, and Anita Singh. Household Food Security in 

the United States in 2015, ERR-215, U.S. Department of Agriculture, Economic Research Service, September 2016. 
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enhance the distribution of surplus, healthy produce in the state of Texas. This report 

presents findings from the analysis.  
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Health care needs of people 

who are food insecure are 

higher due to increased 

incidence and severity  

of disease. 

The Problem of Hunger 

 

As noted, the US Department of Agriculture estimates that over the 2013-15 time 

frame, 15.4% of the 9.8 million households in Texas had either “low” or “very low” 

food security. About 6.0% of the group fell in the “very low” range. The prevalence of 

food insecurity in Texas is well above the national average of 13.7%. While the situation 

in Texas has begun to improve, with a significant decline in food insecurity over the past 

few years, more progress is clearly needed.  

Even beyond the obvious physical and mental costs of food insecurity and the 

incalculable toll on the stability and dignity of families, there is also a tremendous 

economic cost. Health care needs of people who are food insecure are higher due to 

increased incidence and severity of disease. Health 

outcomes are also worse, reducing productivity and 

lifetime earnings. In addition, education expenses are 

higher and outcomes are inferior. Food insecurity is 

associated with a greater need for intervention such as 

special education, and education and achievement 

levels (and, hence, lifetime earnings) are negatively 

affected.   

These costs multiply as they work their way through the business complex and are 

largely borne by the whole of society. In particular, the health and education effects are 

primarily funded through State programs providing health services to the indigent, local 

taxpayer funding of uncompensated care, and public funding of education. Economic 

aspects of hunger have been the subject of numerous studies, and empirical 

assessments have provided valuable data regarding the effects of hunger on health care, 

education, and related outcomes. While many of these previous efforts reflect excellent 

and careful scholarship that is highly useful, they are based on traditional health 

economics approaches and, thus, only measure certain aspects of the total cost.   

For example, incremental outlays for excessive and avoidable health care and education 

are largely a net withdrawal of resources from the economy that could otherwise be 

used in more productive ways. Moreover, when the earnings of individuals are 

diminished, society is deprived of productive capacity and spending potential which 

http://www.perrymangroup.com/
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causes losses in output throughout the supply chain and reduces the demand for 

consumer goods. The effects of these drains, which have not previously been quantified 

in a comprehensive manner, cascade through all aspects of business activity.  

Reducing these costs of hunger through initiatives such as Feeding with Impact can lead 

to notable economic and fiscal benefits. A number of studies have demonstrated that 

food sufficiency and quality are linked to improved cognitive capabilities and academic 

performance in school-age children, as well as reduced obesity.2 With regard to the 

outlays for health care services, the process was similar to that used in prior studies.3 

Specifically, available academic studies which provided information on (1) the relative 

incidence of various health consequences among the hungry and food insecure 

population and (2) the costs associated with those outcomes were used to provide 

estimates of the incremental medical outlays resulting from hunger issues. In this 

instance, the Feeding with Impact initiative would have the benefit of reducing these 

costs.  

The general approach used is known as an “incidence study” which evaluates the effects 

of improving food security and quality during a given period (a single year of proposed 

funding in this case) over the lifetime of the affected individuals. This approach is 

commonly used in studies of health-and social issues and is appropriate for policy 

evaluation. Lifetime earnings and productivity losses also involve a substantial social 

cost. As the potential output from workers not available due to health issues and social 

dysfunction is lost, society also foregoes the total output the worker would have 

produced including its effects through the supply chain and reduced consumer spending 

stemming from lower payrolls. The Perryman Group’s dynamic impact modeling process 

captures the overall social costs as they ripple through the economy.  

In a comprehensive 2014 study, The Perryman Group developed a new and more 

meaningful way to look at the economic cost of hunger. (The full methodology is 

explained in The Perryman Group’s original study, which is available for download on 

the firm’s website at www.perrymangroup.com.4) This methodology was used in the 

                                                           
2
 See, for example Rausch R. (2013) Nutrition and Academic Performance in School-Age Children The Relation to 

Obesity and Food Insufficiency. J Nutr Food Sci 3: 190. doi:10.4172/2155-9600.1000190. 
3
 Shepard, Donald S, Elizabeth Setren, and Donna Cooper, Hunger in America: Suffering We All Pay For, Center for 

American Progress, October 2011; Brown, J. Larry, et al., The Economic Cost of Domestic Hunger: Estimated Annual 
Burden to the United States, June 5, 2007. 
4
 Hunger: Economic Perspectives-Sustainable Solutions, The Perryman Group, November 2014.  
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present instance, fully updated to reflect current conditions and applied to the specific 

parameters of the proposed Feeding with Impact program.  
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Benefits of the Feeding with Impact Initiative 
 

The Feeding with Impact initiative builds on the longstanding relationship between 

Texas food banks and the Texas Department of Agriculture whereby farmers can donate 

surplus produce to be used by families. The proposed cost of $22 million for the two-

year budget cycle would allow for the capture and distribution of an estimated 125 

million pounds of product per year, which is far less than the estimated available supply.   

The relationship between healthy foods such as fresh produce and better health 

outcomes is widely recognized. Poor diets contribute to a number of conditions ranging 

from diabetes to obesity. However, healthy options are at times more expensive, and 

the nutritional value of the meals consumed by low-income families suffers.  

The information regarding the economic costs of hunger and related factors were 

obtained from reliable academic and professional sources. Much more detail is provided 

in the Appendices to this report as well as The Perryman Group’s original study of the 

issue, which is being used in numerous hunger-related initiatives throughout the United 

States. 

If, as proposed in the Feeding with Impact initiative, the budget for the Texas 

Department of Agriculture is increased to include $22 million over the biennium for the 

surplus agriculture grant program, it would significantly increase the ability to help meet 

the food insecurity needs of Texans. The Perryman Group measured the  

 annual benefits to the state economy, based on the portion of lifetime effects of 

hunger observed in a typical year that would be eliminated by the program; and  

 cumulative, lifetime effects of reducing the costs in a typical year through the 

Feeding with Impact initiative.  
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Measuring Economic and Fiscal Impacts 

Any economic stimulus, whether positive or negative, generates multiplier effects throughout the economy. In this 

instance, Feeding with Impact can result in better food security and nutrition. The overall losses from hunger stem 

from social costs (health care, social welfare, crime, and education) as well as lost earnings. These adverse effects 

are reduced through the proposed program, thus bringing associated benefits to the economy. The direct benefits 

are estimated based on an extensive body of research on the effects of enhanced food security.  

Once the direct stimulus was quantified, the associated multiplier effects were measured using The Perryman 

Group’s input-output assessment model (the US Multi-Regional Impact Assessment System, which is described in 

further detail in the Appendices to this report) developed by the firm more than 30 years ago and consistently 

maintained and updated since that time. The model has been used in hundreds of analyses for clients ranging from 

major corporations to government agencies. It uses a variety of data (from surveys, industry information, and 

other sources) to describe the various goods and services (known as resources or inputs) required to produce 

another good/service. This process allows for estimation of the total economic impact (including multiplier effects) 

of reducing the social costs and lost earnings stemming from hunger when the Feeding with Impact initiative is 

implemented. The model used in the current analysis reflects the specific industrial composition and 

characteristics of the Texas economy and provides the requisite level of detail to isolate effects on health and 

education costs.  

These total economic effects are quantified for key measures of business activity: 

 Total expenditures (or total spending) measure the dollars changing hands as a result of the economic 

stimulus.  

 Gross product (or output) is production of goods and services that will come about in each area as a result of 

the activity. This measure is parallel to the gross domestic product numbers commonly reported by various 

media outlets and is a subset of total expenditures.  

 Personal income is dollars that end up in the hands of people in the area; the vast majority of this aggregate 

derives from the earnings of employees, but payments such as interest and rents are also included.  

 Job gains are expressed as person-years of employment because the study is evaluating cumulative lifetime 

effects.  

Increases in economic activity generate additional fiscal revenues such as retail sales taxes, income tax, property 

tax, and other levies. The Perryman Group has developed a model linking increases in economic activity to 

incremental taxes; in this case, the fiscal benefits were measured for (1) the state of Texas and (2) local 

government entities as a group (cities, counties, school districts, and special districts).  

Monetary values were quantified on a constant (2016) basis, with cumulative results reflecting a net present value 

basis at a 3% real rate of interest. See the Appendices to this report for additional information regarding the 

methods and assumptions used in this analysis.  
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ECONOMIC BENEFITS OF THE FEEDING WITH IMPACT INITIATIVE 
 

The investment of additional public funds at this level would bring annual benefits to 

the state economy of about $403.2 million in expenditures, $191.7 million in gross 

product, $124.9 million in personal income, and 2,176 person-years of employment. 

Note that this annual impact is based on the portion of lifetime effects of improved food 

security and nutrition observed in a typical year as a result of the program. 

 

Estimated Annual Benefit to Texas of the Proposed 
"Feeding with Impact" Initiative* 

Total Expenditures $403.185 million 

Gross Product $191.746 million 

Personal Income $124.902 million  

Employment (Person-Years) 2,176  

*Includes estimated effects of reductions in social costs (social assistance, health care, education, and 
crime) and improvement in income and productivity associated with the Feeding with Impact programs. 
The projected improvements are based on outcomes achieved in other areas employing comparable 
approaches, with appropriate adjustments. The analysis makes use of an "incidence" approach which 
examines the lifetime impact from a single year of food security (a single year of proposed funding in this 
case). Values are expressed in constant (2016) dollars. These effects will thus be duplicated each year. 
More detail is provided in the Appendices to this report. 

SOURCE: The Perryman Group 

 

The long-term gains from each year of investment are substantially larger than the 

yearly impacts (expressed on a net present value basis). The Perryman Group estimates 

that the total cumulative lifetime effects of the improvements obtained in a single year 

of the program include benefits of more than $2.9 billion in expenditures, $1.3 billion in 

gross product, $808.6 million in gross product and 13,827 person-years of employment.   
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Estimated Cumulative Benefit to Texas of the Proposed 
"Feeding with Impact" Initiative* 

Total Expenditures $2.942 billion 

Gross Product $1.328 billion 

Personal Income $808.6 million  

Employment (Person-Years) 13,827  

*Includes estimated effects of reductions in social costs (social assistance, health care, education, and 
crime) and improvement in income and productivity associated with the Feeding with Impact programs. 
The projected improvements are based on outcomes achieved in other areas employing comparable 
approaches, with appropriate adjustments. The analysis makes use of an "incidence" approach which 
examines the lifetime impact from a single year of improved nutrition and food security (a single year of 
proposed funding in this case). Values are expressed in constant (2016) dollars discounted at a 3% real 
rate of interest. These effects will thus be duplicated each year of funding. More detail is provided in the 
Appendices to this report. 

SOURCE: The Perryman Group 
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FISCAL BENEFITS OF THE FEEDING WITH IMPACT INITIATIVE 
 

The combination of increased tax revenue from higher productivity and reduced costs 

for health care and education brings fiscal benefits to the State and local governments. 

The Perryman Group estimates that the Feeding with Impact initiative leads incremental 

annual tax receipts to the State of an estimated $11.4 million, with another $5.1 

million to local government entities. In addition, better nutrition can be expected to 

lead to lower health care outlays by $18.1 million and education costs by $1.3 million 

per annum compared to the situation without the Feeding with Impact initiative, as 

noted in the table below.  

 

Estimated Cumulative Fiscal Benefits of the Proposed 
"Feeding with Impact" Initiative* 

Additional State Tax Revenue $11.422 million 

Additional Local Tax Revenue $5.141 million 

Reduced Health Care Outlays $18.135 million  

Reduced Education Outlays $1.324 million  

*Tax revenue stems from increased economic activity previously described. Reductions in health care and education 
needs based on the benefits of the Feeding with Impact initiative and outcomes achieved in other areas 
employing comparable approaches, with appropriate adjustments. The analysis makes use of an 
"incidence" approach which examines the lifetime impact from a single year of improved nutrition and food 
security (a single year of proposed funding in this case). Values reflect lifetime effects of one year of food 
security and nutritional improvement and are expressed in constant (2016) dollars discounted at a 3% real 
rate of interest. These effects will thus be duplicated each year of funding. More detail is provided in the 
Appendices to this report. 

SOURCE: The Perryman Group 
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RETURNS PER DOLLAR OF STATE FUNDING 
 

The Perryman Group examined these economic and fiscal effects in light of the State 

funding required to implement the program and found that every dollar of State 

funding for the Feeding with Impact initiative leads to total fiscal benefits of an 

estimated $3.27 over the long term. It is particularly notable that every dollar of State 

funding yields health care savings of $1.65. 

 

Estimated Cumulative Fiscal Benefits per Dollar of State 
Investment in the Proposed  

"Feeding with Impact" Initiative* 

Additional State Tax Revenue $1.04 

Additional Local Tax Revenue $0.47 

Reduced Health Care Outlays $1.65 

Reduced Education Outlays $0.12  

TOTAL LONG-TERM BENEFIT $3.27 

*Assumes an investment of $11 million per year ($22 million over the two-year budget cycle). Tax revenue stems 
from increased economic activity previously described. Reductions in health care and education needs based on 
the benefits of the Feeding with Impact initiative and outcomes achieved in other areas employing 
comparable approaches, with appropriate adjustments. The analysis makes use of an "incidence" 
approach which examines the lifetime impact from a single year of improved nutrition and food security (a 
single year of proposed funding in this case). Values reflect lifetime effects of one year of food security and 
nutritional improvement achievable through the Feeding with Impact program and are expressed in 
constant (2016) dollars discounted at a 3% real rate of interest. These effects will thus be duplicated each 
year of funding. More detail is provided in the Appendices to this report. 

SOURCE: The Perryman Group 
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The Perryman Group 

estimates that every $1 of 

State funds for the Feeding 

with Impact initiative would 

return $3.27 in State and 

local taxes and savings for 

social services, including 

$1.65 in health care savings.  

Conclusion 

 

Taking a more comprehensive look at the economic cost of hunger sheds new light on 

the overall burden to society, as well as the potential benefits of solving the problem. It 

also informs the policy process and assists in crafting 

economically sound solutions that are both invaluable 

to the recipients and fiscally beneficial.   

Increasing the budget for the Feeding with Impact 

initiative can notably reduce the incidence (and 

therefore the cost) of hunger and poor nutrition in 

Texas. Moreover, this investment brings net revenue 

enhancements and cost reductions that are far greater 

than the proposed commitment of public resources. 

Improvement in the core issues which contribute to 

poverty, food insecurity, and poor dietary choices (such as education and health care) 

should clearly be part of any comprehensive solution, but the immediate issues can be 

eliminated by simply providing access to adequate nutrition. Food banks and the 

charitable distribution organizations they support are a viable and proven approach with 

sufficient scale to achieve the desired objectives.  

The Perryman Group’s analysis indicates that the necessary investment of State 

resources is more than returned through channels such as reduced costs of health care 

and increased productivity. In fact, The Perryman Group estimates that every $1 of 

State funds for the Feeding with Impact initiative would return $3.27 in State and local 

taxes and savings for social services, including $1.65 in health care savings. In short, 

the Feeding with Impact initiative represents sound policy that makes sense at every 

level – fiscal, economic, and, most important of all, humanitarian. 
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About The Perryman Group 
 

• The Perryman Group (TPG) is an economic research and analysis firm based in Waco, Texas. The 

firm has more than 30 years of experience in assessing the economic impact of corporate 

expansions, regulatory changes, real estate developments, public policy initiatives, and myriad 

other factors affecting business activity. TPG has conducted hundreds of impact analyses for 

local areas, regions, and states throughout the US. Impact studies have been performed for 

hundreds of clients including many of the largest corporations in the world, governmental 

entities at all levels, educational institutions, major health care systems, utilities, and economic 

development organizations.   

• Dr. M. Ray Perryman, founder and President of the firm, developed the US Multi-Regional 

Impact Assessment System (used in this study) in the early 1980s and has consistently 

maintained, expanded, and updated it since that time. The model has been used in hundreds of 

diverse applications and has an excellent reputation for reliability. A major study developed 

using the relevant model was recently published in The Journal of Medical Economics. Dr. 

Perryman has been asked to testify before the State legislature, Congress, and other major 

legislative and regulatory bodies on more than one hundred occasions, including invited 

testimony related to numerous social issues.  

• The firm has conducted numerous investigations in the areas of public policy, the economics of 

health and wellness, and the economics of education. Health care and related studies include 

measuring the comprehensive cost of cancer (including treatment as well as lost productivity 

and premature mortality) on multiple occasions. In addition, the firm measured economic 

aspects of obesity including associated morbidity, mortality, and productivity. The Perryman 

Group has performed assessments of scores of major medical facilities, teaching institutions, 

and research programs. Representative public policy studies related to health care issues 

include analyses of Medicaid and Children’s Health Insurance Program (CHIP) funding, wellness 

initiatives, more extensive use of Advanced Practice Registered Nurses, mental health programs, 

and economics of Medicaid expansion. In the area of education, the firm has studied the 

economic impact of education and enhancing outcomes and educational attainment on dozens 

of occasions for major universities, the Bill and Melinda Gates Foundation, the Texas Higher 

Education Coordinating Board, and numerous others. The firm has also completed a 

comprehensive study of the economic costs of child maltreatment in the United States, as well 

as a similar analysis of the effects and consequences of hunger. As a result of this analysis, Dr. 

Perryman has worked with major organizations throughout the country on major hunger 

initiatives. 
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 Methods Used 
 

• The basic modeling technique employed in this study is known as dynamic input-output analysis. 

This methodology essentially uses extensive survey data, industry information, and a variety of 

corroborative source materials to create a matrix describing the various goods and services 

(known as resources or inputs) required to produce one unit (a dollar’s worth) of output for a 

given sector. Once the base information is compiled, it can be mathematically simulated to 

generate evaluations of the magnitude of successive rounds of activity involved in the overall 

production process. 

• There are two essential steps in conducting an input-output analysis once the system is 

operational. The first major endeavor is to accurately define the levels of direct activity to be 

evaluated. The Perryman Group used preliminary results of the Feeding with Impact program 

and research-based evidence from similar programs to determine the improvement in food 

security associated with the program.5 Detailed information regarding the mechanisms through 

which economic effects are generated from reductions in hunger may be found in the 

comprehensive US report previously conducted by the firm.6 

• The general approach is known as an “incidence study,” which evaluates the effects of the initial 

incidence in a given period (a single year of proposed funding in this case) over the lifetime of 

the affected individuals. Future effects were discounted at a 3% real rate.  

• Once the detailed process of quantifying the potential direct effects is completed, they are 

simulated within the context of the input-output system to measure overall economic activity. 

The present study was conducted within the context of the US Multi-Regional Impact 

Assessment System (USMRIAS) which was developed and is maintained by The Perryman Group. 

This model has been used in hundreds of diverse applications across the country and has an 

excellent reputation for accuracy and credibility. The system used in the current simulations 

reflects the unique industrial structure and characteristics of Texas.  

• The USMRIAS is somewhat similar in format to the Input-Output Model of the United States and 

the Regional Input-Output Modeling System, both of which are maintained by the US 

Department of Commerce. The model developed by TPG, however, incorporates several 

                                                           
5
 See, for example Rausch R. (2013) Nutrition and Academic Performance in School-Age Children The Relation to 

Obesity and Food Insufficiency. J Nutr Food Sci 3: 190. doi:10.4172/2155-9600.1000190; Shepard, Donald S., 
Elizabeth Setren, and Donna Cooper, Hunger in America: Suffering We All Pay For, Center for American Progress, 
October 2011; Brown, J. Larry, et al., The Economic Cost of Domestic Hunger: Estimated Annual Burden to the 
United States, June 5, 2007. 
6
 Hunger: Economic Perspectives-Sustainable Solutions, The Perryman Group, November 2014.  
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important enhancements and refinements. Specifically, the expanded system includes (1) 

comprehensive 500-sector coverage for any county, multi-county, or urban region; (2) 

calculation of both total expenditures and value-added by industry and region; (3) direct 

estimation of expenditures for multiple basic input choices (expenditures, output, income, or 

employment); (4) extensive parameter localization; (5) price adjustments for real and nominal 

assessments by sectors and areas; (6) measurement of the induced impacts associated with 

payrolls and consumer spending; (7) embedded modules to estimate multi-sectoral direct 

spending effects; (8) estimation of retail spending activity by consumers; and (9) comprehensive 

linkage and integration capabilities with a wide variety of econometric, real estate, 

occupational, and fiscal impact models. The model has been thoroughly tested for 

reasonableness and historical reliability. 

• The impact assessment (input-output) process essentially estimates the amounts of all types of 

goods and services required to produce one unit (a dollar’s worth) of a specific type of output. 

For purposes of illustrating the nature of the system, it is useful to think of inputs and outputs in 

dollar (rather than physical) terms. As an example, the construction of a new building will 

require specific dollar amounts of lumber, glass, concrete, hand tools, architectural services, 

interior design services, paint, plumbing, and numerous other elements. Each of these suppliers 

must, in turn, purchase additional dollar amounts of inputs. This process continues through 

multiple rounds of production, thus generating subsequent increments to business activity. The 

initial process of building the facility is known as the direct effect. The ensuing transactions in 

the output chain constitute the indirect effect. 

• Another pattern that arises in response to any direct economic activity comes from the payroll 

dollars received by employees at each stage of the production cycle. As workers are 

compensated, they use some of their income for taxes, savings, and purchases from external 

markets. A substantial portion, however, is spent locally on food, clothing, health care services, 

utilities, housing, recreation, and other items. Typical purchasing patterns in the relevant areas 

are obtained from the ACCRA Cost of Living Index, a privately compiled inter-regional measure 

which has been widely used for several decades, and the Consumer Expenditure Survey of the US 

Department of Labor. These initial outlays by area residents generate further secondary activity 

as local providers acquire inputs to meet this consumer demand. These consumer spending 

impacts are known as the induced effect. The USMRIAS is designed to provide realistic, yet 

conservative, estimates of these phenomena. 

• Sources for information used in this process include the Bureau of the Census, the Bureau of 

Labor Statistics, the Regional Economic Information System of the US Department of Commerce, 

and other public and private sources. The pricing data are compiled from the US Department of 

Labor and the US Department of Commerce. The verification and testing procedures make use 

of extensive public and private sources.  
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• Impacts were measured in 2016 dollars.   

• The USMRIAS generates estimates of the effect on several measures of business activity. The 

most comprehensive measure of economic activity used in this study is Total Expenditures. This 

measure incorporates every dollar that changes hands in any transaction. For example, suppose 

a farmer sells wheat to a miller for $0.50; the miller then sells flour to a baker for $0.75; the 

baker, in turn, sells bread to a customer for $1.25. The Total Expenditures recorded in this 

instance would be $2.50, that is, $0.50 + $0.75 + $1.25. This measure is quite broad, but is useful 

in that (1) it reflects the overall interplay of all industries in the economy, and (2) some key fiscal 

variables such as sales taxes are linked to aggregate spending. 

• A second measure of business activity frequently employed in this analysis is that of Gross 

Product, the most commonly reported statistic regarding national economic performance. It is 

defined as the value of all final goods produced in a given region for a specific period of time. 

Stated differently, it captures the amount of value-added (gross area product) over intermediate 

goods and services at each stage of the production process, that is, it eliminates the double 

counting in the Total Expenditures concept. Using the example above, the Gross Product is 

$1.25 (the value of the bread) rather than $2.50. Alternatively, it may be viewed as the sum of 

the value-added by the farmer, $0.50; the miller, $0.25 ($0.75 - $0.50); and the baker, $0.50 

($1.25 - $0.75). The total value-added is, therefore, $1.25, which is equivalent to the final value 

of the bread. In many industries, the primary component of value-added is the wage and salary 

payments to employees. 

• The third gauge of economic activity used in this evaluation is Personal Income. As the name 

implies, Personal Income is simply the income received by individuals, whether in the form of 

wages, salaries, interest, dividends, proprietors’ profits, or other sources. It may thus be viewed 

as the segment of overall impacts which flows directly to the citizenry. 

• The fourth measure, Retail Sales, represents the component of Total Expenditures which occurs 

in retail outlets (general merchandise stores, automobile dealers and service stations, building 

materials stores, food stores, drugstores, restaurants, and so forth). Retail Sales is a commonly 

used measure of consumer activity. 

• The final aggregate used is Permanent Jobs and Person-Years of Employment. The Person-Years 

of Employment measure reveals the full-time equivalent jobs generated by an activity. It should 

be noted that, unlike the dollar values described above, Permanent Jobs is a “stock” rather than 

a “flow.” In other words, if an area produces $1 million in output in 2010 and $1 million in 2011, 

it is appropriate to say that $2 million was achieved in the 2010-2011 period. If the same area 

has 100 people working in 2010 and 100 in 2011, it only has 100 Permanent Jobs. When a flow 

of jobs is measured, such as in a construction project or a cumulative assessment over multiple 

years, it is appropriate to measure employment in Person-Years (a person working for a year). 
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This concept is distinct from Permanent Jobs, which anticipates that the relevant positions will 

be maintained on a continuing basis.  
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