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effects—budget and unobligated appropriations—have substantial
impacts on employment. '

TA.BLE 4.—Emploqunt resulting from.a $1,000,000,000 increase in budget, included
in August-appropriation bill, obligalion incurred in September, and delivery made
in following Sepiember
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1 Number of employees.

Time trend variables, acting as proxies for factors such as changes
in the amount of employment in the SIC employment category asso-
ciated with the corresponding budget category, proved to be highly
significant. Seasonal dummies, however, were not significant. Ex-
penditures were not a significant explanatory variable, in contrast to
the findings of Ando and Brown. Whether this was due to differences
in industry correspondence, time period covered, or estimation of
expenditures was not investigated.

Unfortunately, similar regressions for the ship industry resulted in
unsatisfactory coefficients and low R?. This result was attributed to
the significant and varying nonmilitary demand in_ the industry.
However, the fact that different results were obtained with the two
industries also suggests that some degree of industry disaggregation
should be employed to obtain more accurate estimates of employment
impacts.

B. IMPLICATIONS FOR ECONOMETRIC MODELS

The implications for existing and planned econometric models are
clear. There are apparently important employment (and income)
effects associated with announcements and obligations. Variables
representing these effects should be included among the exogenous
variables. Further, models which incorporate series on new or unfilled
orders should recognize that part of these series—especially orders for
military procurement—are exogenous to the system. They are under
the control of the government, and should enter the model in such a
way as to facilitate study of their impact on variables of interest.



