Economic Impacts of West Tarkio Reservoir Project

The following write-up discusses some of the key potential economic impacts related to the construction of a 1,600 acre reservoir and associated 3,150 acre park area by the communities of Shenandoah and Clarinda Iowa.  The proposed multipurpose reservoir is for the primary purposes of water supply and recreation.  The economic impact associated with the reservoir/park for the communities of Shenandoah and Clarinda Iowa includes: construction and development expenditures for the reservoir/park; visitor expenditures to the lake/park participating in activities like fishing, boating, swimming, camping, hiking, wildlife viewing and hunting; and crop production and farm subsidy payments lost due to landuse change.

The economic impacts for this analysis is based on organizing the construction and recreation expenditure data, and crop production and farm subsidy data, and estimating the linkages to other sectors in the local economy using Input-Output methods.  The economic impacts for this proposal are calculated using the IMPLAN Input Output modeling system.

The IMPLAN model, originally developed by the U.S. Forest Service, is currently maintained by the Minnesota IMPLAN Group.  This modeling system is widely used by regional scientists to estimate economic impacts.  An Input-Output model is essentially a generalized accounting system of a regional economy that tracks the purchases and sales of commodities between industries, businesses, and final consumers.  Successive rounds of transactions stemming from the initial economic stimulus (such as a new plant or community business) are summed to provide an estimate of direct, indirect, induced (or consumer-related) and total effects of the event.

An Input-Output model is capable of providing many types of reports on regional data and interactions among sectors.  Some of the more important indicators for economic studies are: 

1) total output, 2) personal income, 3) value added, and 4) jobs.  Total output for most industries is simply gross sales.  Personal income or labor income includes wages and salaries of employees, along with normal proprietor profits.  Value added includes all personal income, plus estimates of returns to investors, and indirect business taxes paid to state and local governments.  It is comparable to gross regional product.  In other words, value added is a measure of the income or wealth that accumulates to individuals and governments as a result of industrial activity in the area.  Jobs represent the number of positions in the economy, not the number of employed persons.

Reservoir Construction

A preliminary engineering study completed by Howard R. Green Company estimated the total project costs to be $47.09 million.  Although the infusion of this money into the local economy is a one-time occurrence, a project of this size should take at least 3 to 5 years and likely a few additional years to complete.  The direct economic impacts are summarized in the first row of the following table.  Total additional sales of $47.09 million, during the construction phase, translate into 295 jobs with $6.69 million of wage and salary income to the community.

Construction (one-time occurrence):


Total Sales

($)
Labor Income

($)
Value Added

($)
Jobs



Direct
47,086,000
      6,693,500
     13,272,389
295.4

Secondary
18,019,235
      7,253,919
       9,917,128
328.2

Total
65,105,235
    13,947,419
     23,189,517
623.6

Recreation
The impact of recreation activities on the state and local economies can be enormous.  The 2001 National Survey of Fishing, Hunting, and Wildlife-Associated Recreation conducted by the U.S. Fish and Wildlife (USFWS) found that 1,334,000 people in Iowa spent 17,867,000 days and $822,961,000 for these activities.

In order to evaluate the economic impact related to recreation, the number of recreation user days and the dollars per user day was estimated.  Utilizing the information from the 2001 USFWS Survey, on average people in Iowa spends $17 per person per day for trip related expenditures and $29 per person per day for equipment and other expenditures for a total of $46 per person per day.  Almost all trip related expenditures would be spent in the local economy, while most of the equipment and other purchases would be made outside of the local economy, especially for non-resident lake users.  This analysis used an estimated $20 per person per user day ($17 trip related expenditures plus a conservative 10% of equipment and other expenditures).

Two sources of information was considered for estimating number of user days.  A study completed by Iowa State University in 1980 indicated an average annual usage of 290.6 user days per lake acre for the 107 lakes in the study.  A 1995 locally conducted survey/study for Lake Icaria (Adams County) estimated 251,230 annual user days or 326 user days per lake acre.  This analysis used the conservative annual estimate of 291 user days per lake acre for an estimated 465,600 annual user days.

Recreation is expected to generate additional direct annual sales in the region of over $4.886 million.  This spending level supports 139 jobs with $1.553 million of total personal income.

Recreation (annual):


Total Sales

($)
Labor Income

($)
Value Added

($)
Jobs



Direct
4,886,472
      1,553,496
      2,594,615
         139.2

Secondary
1,944,212
         867,950
      1,233,523
           39.4

Total
6,830,684
      2,421,446
      3,828,138
         178.6

Crop Production and Federal Farm Subsidy

One concern that is common with this type of project is the local economic losses from crop production related to changing landuse.  This analysis accounts for the loss of crop production and loss of farm subsidy.  There is an estimated 3,760 acres of total cropland (1,880 acres of corn and 1,880 acres of beans) in the proposed park area.  The annual estimated gross sales lost from crop production are $569,500 for corn and $493,500 for soybeans.

The estimated annual farm subsidy payments lost from these cropland acres are $93,400.  This analysis treats the subsidy payment as income to the household and that it will be spent locally.  In order to do this, the payments must be adjusted for taxes and savings leaving the amount that will be spent locally.  The model data for the region indicates an average consumption rate of 79.2 percent.  This suggests that of the $93,400 subsidy payment, $74,000 will be spent locally.

The loss of crop production and farm subsidy payments results in an annual reduction of direct sales $1.137 million.  These lost sales translates into a reduction of 15 jobs with $0.204 million in reduced wage and salary income to the region.

Crop Production and Farm Subsidy Loss (annual):


Total Sales

($)
Labor Income

($)
Value Added

($)
Jobs



Direct
     -1,137,000
    -203,972
      -388,315
          -15.1

Secondary
        -507,663
    -192,169
      -298,298
            -9.0

Total
     -1,644,663
    -396,141
      -686,613
          -24.1

Note: Numbers are shown as negative because they are losses to the local economy.

Net Annual Benefits
The Net Annual Benefits related to the change in landuse from agricultural production to recreation is summarized below.

After accounting for agricultural losses, recreation is expected to net additional annual sales of $3.749 million in the region.  This net increase in sales generates net increases of 124 jobs with $1.35 million of wage and salary income to the region.

Net Benefits (annual):


Total Sales

($)
Labor Income

($)
Value Added

($)
Jobs



Direct
3,749,472
      1,349,524
      2,206,300
         124.1

Secondary
1,436,549
         675,781
         935,225
           30.4

Total
5,186,021
      2,025,305
      3,141,525
         154.5

