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BRAC 2005 Economic Impact Joint Process Action Team 
 

Meeting Minutes of August 5, 2004 
 

The sixth meeting with JPAT 6 on the BRAC 05 Economic Impact Analysis (EIA) took 
place on August 5, 2004, at the Pentagon.  Mr. Mike McAndrew chaired the meeting. 
 

The main items on the agenda were to continue discussion regarding the collection of 
mission contractor data and updates on the economic impact methodology.  The agenda and 
briefing slides are attached.  A summary of the major discussion points and decision are below. 
 
Defining and Counting Contractors: Booz Allen briefed the JPAT on four options for counting 
mission-based contractors. 

1. Examine DD Form 350 database for Place of Performance (POP) for contractors 
2. Count base-access documents e.g. DoD auto stickers or base access passes 
3. Count the number of e-mail accounts 
4. Count the number of workstations. 

 
The Air Force representative informed the JPAT that the Air Force has already obtained mission-
contractor data from its data call in the form of full-time equivalents (FTEs).  Recognizing that 
BRAC process must use consistent data within its analysis, the JPAT decided to review the Air 
Force’s data call questions related to mission contractors to determine if it can be used globally 
to collect similar information across DoD.  The JPAT will also consider incorporating elements 
from data calls used by the Navy in the 1995 BRAC round (e.g. Data Call 66: Installation 
Resources).  Booz Allen will array the Air Force and Navy questions and provide the JPAT with 
recommended questions that will allow DoD to capture mission-contractor data for use in the 
economic impact model.   
 
Other Factors for Economic Impact:  Booz Allen then presented the JPAT with an assessment 
of the Center for Naval Analysis report provided the Navy’s economic considerations used in 
BRAC 95.  The JPAT discussed the additional economic factors identified in that report and 
determined to include a listing of the top occupational and industrial sectors and a list of DoD 
activities within the region being reviewed.  These additions will be reflected as part of the 
summary report for each economic area. 
 
Choosing a Deflator for Per-Capital Income:  The next topic discussed focused on 
determining the appropriate index to use to deflate the historical levels and trends in local per-
capita income that will be developed as part of the economic model.  This information is readily 
available, but it has not been corrected for inflation.  Booz Allen indicated that there are several 
different deflators used by economists and policy analysts, each one of which is appropriate in 
different contexts.  The two viable options include the Consumer Price Index for Urban 
Consumers (CPI-U) published by the Bureau of Labor Statistics or the Gross Domestic Product 
(GDP).  The JPAT 6 favored using the CPI-U index; however, they also decided to present the 
two options to the Independent Review Panel for their opinion to inform the JPAT’s final 
decision.   
 
The JPAT was also asked to determine what base year should be used to normalize the data.  The 
JPAT agreed the economic model would use the latest year that has the most complete data. 
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Meeting 6: BRAC 2005 Economic Impact JPAT 
August 5, 2004, Pentagon 

 
Attendees 

 
JPAT Members: 

• Mr. Michael McAndrew, Deputy Director, OSD-BRAC / Chairman 
• Army:  Maj Dave Smith 
• Navy: Jack Leather 
• Air Force:  Frank Sosa  
 
 

Other(s): 
• OSD-BRAC:  Alex Yellin 
• GAO:  Charles Perdue 
• DoDIG: Lisa Such 

 
Booz Allen Hamilton: 

• Mike Berger: Project Manager 
• Veena Murthy:  IT Team 
• Young-Min Shim:  Project Management 
• Dave Wilson: Economic Team 
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Agenda

n Defining and Counting Contractors

n Other Factors For Economic Impact

n Choosing a Deflator for Per-Capita Income

n Internal Control Plan

n Update on Independent Panel
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Defining and Counting Contractors

• Defining and determining mission contractors: jobs that involve performing 
one or more of the military mission of the base (e.g. military intelligence or 
aircraft repair)

• Counting direct jobs performed by mission contractors: 

q Input-Output Model does not distinguish jobs performed by government 
employees or contractors

q Possible Methods for counting work performed by contractors:

–1. Examine DD Form 350 database for Place of Performance (POP) 
for contractors

–2. Count base-access documents, e.g. DoD Auto Stickers or Base 
Access passes

–3. Count the number of e-mail accounts

–4. Count the number of work stations

qRecommendation:  Count the number of work stations
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Other Factors for Economic Impact

n Review of Center for Naval Analyses (CNA)
• 1. Demographics of age and education
• 2. Employment by occupation and industry - Useful
• 3. Duration of employment
• 4. Average wage and salary rates by job classification
• 5. Area affordability
• 6. Government spending patterns
• 7. Migration rates
• 8. Lists of activities within a region - Useful
• 9. Maps
• 10. Summary statistics on employment, population, unemployment &

income
• 11. Small business data
• 12. Characterization of the area economy made by other federal agencies
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Choosing a Deflator for Per-Capita Income

§ Two Choices
• Bureau of Labor Statistics’ Consumer Price Index 

for Urban Consumers (CPI-U)
• Gross Domestic Product (GDP)

n Recommendation:  CPI-U because of its 
consumer-focused basket used for deflation 
calculation
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Internal Control Plan (ICP)

§ Purpose
§ Authority
§ General
§ Internal Control Mechanisms
§ Organizational Controls
§ Documentation Controls

§ Access to BRAC 2005 Information
§ Audit Access to Records
§ Dissemination
§ Community Relations/Interactions
§ Changes to ICP
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Independent Panel Review: Criteria

A balanced mix experts from other government (non-DoD) 
agencies, academia and the private sector.  Main selection 
criteria include:
n Experience in local economic impact studies
n Knowledge of the DoD Environment
n No direct connection with the BRAC 2005 deliberative 
process
n No perceived conflict of interest with the BRAC 2005 
process
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Independent Panel: Potential Candidates

nJohn Peterson, George Mason University (on BRAC 95 Panel)

nJohn Krause, Government Finance Group (GFG)

nGrace Johns, Hazen & Sawyer

nAdam Rose, Penn State Center for Integrated Regional Assessment
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BRAC Economic Impacts Issue Paper: 
Defining and Counting Contractors  
 
30 July 2004 
 
Background: 
BRAC 2005 Joint Process Action Team (JPAT) 6 plans to use the Regional Input–Output 
model, IMPLAN, to estimate the number of indirect and induced jobs that will be 
gained or lost under different base realignment and closure scenarios.  Each scenario 
consists of proposed changes in the number of direct jobs—jobs that involve 
performing one or more of the military mission of the base, such as military intelligence 
or aircraft repair.  
 
The Input–Output model takes a proposed change in direct jobs and estimates the 
changes in two other levels of employment s: 
• Indirect jobs—jobs that support the infrastructure required to execute the mission, 

such as base building maintenance or on-base construction 
• Induced jobs—jobs that support the day-to-day life of households directly or 

indirectly impacted by base activities  (e.g. base workers) such as off-base retail and 
food service 

 
The sum of direct, indirect, and induced job changes will be a major indicator of the 
economic impact of the proposed scenario on the local economy. 
 
Issues: 
Input–Output models do not distinguish between direct jobs performed by government 
employees (military or civil service) and direct jobs performed by government 
contractors. They simply estimate, for example, that X jobs lost in aircraft repair will 
result in Y jobs being lost in construction and Z jobs being lost in retail sales. 
 
Military Services have reliable data on full-time equivalent positions on base for 
military and civil servants, but not for contractors. Typically, contracts are defined by 
performance, deliverables, and price, rather than by numbers of employees. For 
example, a contract might specify that 10 aircraft be overhauled within a month for 
$1,000,000. The contracting firm would not be limited in the number of workers used to 
complete this work, nor would it necessarily be required to reveal this number to the 
Services.   
 
Moreover, contractor tasks are a mixture of direct and indirect jobs. Methods that count 
total contractors will have to distinguish between direct and indirect FTEs. 
 
Because of these issues, it will be difficult for the Services to create reliable estimates of 
the number of direct contractor job losses under a closure and realignment scenario.  
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Each potential method of counting contractors involves tradeoffs among accuracy, 
feasibility, and resources required. 
 
It should also be noted that it is extremely difficult to link contractor employees whose 
primary place of work is near a military installation with particular BRAC actions that 
might occur on the installation.  Their work may or may not be directly related to the 
nearby base.  In many cases, their work could support installations around the world, 
and not necessarily the closest base.  DoD has no way of reliably obtaining or estimating 
what portion of the nearby contractor workload is directly attributable to the base itself, 
or to a proposed BRAC action on the base.   
 
Because we believe that the problems of associating nearby contractor personnel with 
base activities cannot be resolved for BRAC 2005, we recommend attempting to count 
only contractor personnel whose primary place of work is on the DoD installation in the 
count of direct contractor employees who will be affected by BRAC 2005.  (Our 
methodology for estimating indirect and induced jobs affected will capture contractors 
who are not directly affected by a proposed BRAC action.) 
 
 
Alternative approaches: 
1. Examine the DD Form 350 database for contracts with Place of Performance (POP) on 

each base. The database shows date of performance, POP, and contract price for all 
contracts over $25,000. The price could be divided by an average loaded wage per 
person-year to estimate the contractor FTEs. 

Advantages:  
• Does not require a data call from the services 
• Consistent across bases 
Disadvantages: 
• Misses all contracts under $25,000 dollars, resulting in an underestimate of jobs 
• Labor costs and procurement costs not clearly distinguished; procurement treated as 

labor will result in an overestimate of jobs 
• Costs not always broken down between direct and indirect tasks 
• Some contracts have multiple POPs without allocations among locations 
• Could be difficult to link specific contract actions to specific BRAC scenarios 
 
2. Count base-access documents, such as DOD Auto stickers or Base Access passes, to 

estimate the number of contractors  
Advantages: 
• Relatively low effort to comply with data call 
• Probably overcounts contractors, and hence is conservative 
Disadvantages: 
• Passes are not always cancelled when contracts are completed 
• Sticker records do not always correspond to the current place of employment 
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• Passes may be issued to contractors who spend less than full time on base-related 
jobs 

• Little to no way to distinguish between direct and indirect jobs 
• Contractors who work off base in direct jobs (such as some analysts or engineers) 

may not be counted 
 
3. Count the number of .mil e-mail accounts authorized to contractors by Base IT, sorted 

by sponsoring command or department 
Advantages:  
• May be able to distinguish between direct and indirect jobs based on sponsor 
• Effort to comply with data call limited to IT Department 
Disadvantages: 
• May overcount due to unclosed accounts for expired contracts 
• May overcount FTEs due to accounts for part-time contractors 
• Contractors may have multiple accounts or aliases 
• Requires responses by tenant-command IT departments 
 
 
4. Count the number of workstations [or cubicles] supplied for contractor personnel, 

sorted by sponsoring command or department. Identify those shared by more than 
one full-time user; or, for cubicles, distinguish between those used for up to 8 hours 
a day, for up to 16 hours per day, and for more than 16 hours per day, to correctly 
count shift workers. 

Advantages: 
• Clear, consistent definition 
• May be able to distinguish between direct and indirect jobs 
• Does not undercount shift workers 
• Inventory probably carefully managed due to the value of the assets counted 
Disadvantages: 
• Does not count direct jobs performed by contractors without on-base workstations 

or cubicles, such as off-base analysts or on-base maintenance workers 
• Miscounts jobs if cubicles are shared on a given shift, or if individuals have more 

than one cubicle  
• Requires more effort to comply than other alternatives 
 
Recommendation: 
We recommend Alternative 4 as the best tradeoff among accuracy, feasibility, and 
effort.  Scenario data calls could include language such as the following: 
 
“Report the number of workstations on the base assigned to contractor mission support 

employees that would be directly affected by the proposed BRAC action.  ‘Contractor 
mission support employees’ are contractor employees who perform one or more of 
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the military missions on the base and whose work tasks are virtually identical to 
government civil servants or military personnel. 

 
“Examples:  On-base workstations for the following types of contractor personnel would 

be included as contractor mission support employees: contractor intelligence 
analysts working alongside DoD analysts; contractor personnel at a depot 
performing weapon system repairs alongside or under the direct supervision of 
DoD repair personnel; contractor personnel maintaining information technology 
systems alongside DoD information technology professionals, etc. 

 
“On-base workstations for the following types of contractor personnel would not be 

included because they do not fit the definition of contractor mission support employees:  
contractors for grounds keeping, plumbing, and general purpose utility work 
(because they do not do military missions and because their job losses or gains are 
captured in the methodology for indirect or induced effects).   
 

“For on-base workstations for contractor mission support employees, also report the 
sponsoring base organization of the contractor.  

 
“If an on-base workstation is used by more than one full time contractor mission 

support employee, indicate how many full time employee equivalents use the 
workstation.” 
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Factors to Analyze for Impact and Context 
 
30 July 2004 
 
In a draft deliberative document1, the Center for Naval Analyses listed twelve data 
streams that they used to crosscheck the results of the DOD BRAC 95 Economic Impact 
Model. These data streams, which were collected at the Activity, Region, and National 
levels, were: 
 

1. Demographics on age and education 
2. Employment by occupation and industry 
3. Duration of employment 
4. Average wage and salary rates by job classification 
5. Area affordability 
6. Government spending patterns 
7. Migration rates 
8. Lists of activities within a region 
9. Maps 
10. Summary statistics on  

a. Employment  
b. Population 
c. Unemployment 
d. Income 

11. Small business data 
12. Characterizations of the area economy made by other federal agencies 

 
The document states that, “In general the profiles ‘corroborated’ DoD BRAC 95 
Economic Impact Model results.” 
 
Below we describe which of these supplemental data we have chosen to analyze or 
display in depth, and explain why we have chosen not to analyze or display others. We 
feel that many of these factors are either inputs to the relevant outcome (employment), 
are of secondary effect, or are not strongly relevant to the decision to close or realign 
bases. 
 

1. Demographics on age and education 
It is not clear how age demographics would be relevant to the base closure decision. If a 
regional workforce is relatively old, then indirect and induced job losses might be 
considered particularly difficult to recover from, given the high seniority and 
                                                 
1 Center for Naval Analyses, Draft Deliberative Document, “Comparison between Economic Impact Database 1995, Base 

Realignment and Closure (LMI) dated February 1995 and Economic Area Profiles for DON BRAC-95 Regions of 
Influence (CNA) dated November 1995”. Unpublished supplement to William W. Davis and David M. Wennergren, 
Economic Area Profiles for DON BRAC-95 Regions of Influence, November 1995: Center for Naval Analysis, 
Alexandria, VA, Report CRM 95-169. 
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specialization of the force. However, this seems like a second-order response to the first-
order outcome, namely change in employment. 
 
To the extent that education correlates with income, the PCI seems to be a reasonable 
proxy for education.  
 
 

2. Employment by occupation and industry 
This might be useful if the Commission wishes to judge the impact of base closures on 
specific occupations or industries, or to get an intuitive feeling for how militarily 
focused the region is. This would require the Commission to decide which industries 
and occupations to focus on, since there are so many in the NAICS. Presumably, the 
decision-relevant ones would be the top 5 or so in terms of total employment.  

Data is available cross-industry online from BEA, albeit at a relatively aggregate NAICS 
level (such as “Manufacturing”). It is available from the BLS as well, but based upon the 
1990 MSA definitions. 

In most areas, the top several occupations tend to be Office and administrative support, 
Sales, Food preparation and serving, Production, and Transportation, which are not 
particularly enlightening to the BRAC process.   

BLS data on employment by industry by MSA are available, although it would 
probably require filtering to avoid taking up considerable electronic storage space 
unnecessarily. 
 

3. Duration of employment 
The decision relevance of duration of employment is not clear.  Presumably, if a region 
has a low average duration of employment, it has many low-paying jobs with lots of 
turnover, rather than skilled industrial jobs. However, high-technology corridors 
traditionally have had short durations of employment. A more direct indicator of the 
quality of jobs in the region might be average wages in the region, or else PCI. 
 

4. Average wage and salary rates by job classification 
This might be useful in judging the “quality” of jobs in the area, and their wage rate 
relative to the jobs being lost in the realignment or closure.  
 
Data availability may be a problem. The BLS publishes quarterly the wage rates for the 
most populous 10 percent of counties.  PCI seems to be a reasonable proxy for average 
wage and salary.  If needed, we could use BEA data to estimate average wages by 
industry.  
 

5. Area affordability 
This measure compares the average per-capita income (PCI) to a cost-of-living index.  
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The relationship between affordability and a base closure is not clear. Closing a base 
may drop the local cost of living by lowering housing prices, due to off-base housing 
being vacated by base personnel. However, the average PCI may also be lowered if on-
base salaries were high relative to off-base salaries, or if the indirect and induced job 
losses are in high-value sectors. The resulting ratio of PCI to the COL might be higher or 
lower, depending on the details of the local economy. 
 
Given the uncertainty on the effects of realignments and closures on affordability, we 
do not consider this  a first-order decision factor. 
  

6. Government spending patterns 
Military expenditures will be dealt with directly during the analysis of the effects of lost 
base expenditures. Non-military government spending might be relevant to an equity 
argument: a base closure in a region that had also recently suffered a large decrease in 
non-military government spending might be considered particularly unfair.  
 
This seems like a second-order decision factor, but might be considered for display in 
the report. The Census Bureau’s Consolidated Federal Funds Report (CFFR) is a 
potential data source. 
 

7. Migration rates 
 
Presumably, closing a base in a region with an already large negative net migration 
would result in a more damaging impact than for a region that is attracting net positive 
immigration. However, population vs. time, which we propose to display, seems to be a 
reasonably good proxy to capture this effect.  
 

8. Lists of activities within a region 
If by “activities” we mean military activities, this could be of use when developing 
scenarios, to be cognizant of other services’ potential closures in the region. The list of 
activities would alert scenario developers that other teams might be considering  
appropriate. 
 
 It would be reasonably easy to extract all of the other military activities within a region.  
Aren’t we going to consider any “cumulative impacts” of closing more than one base in 
an area?   
 

9. Maps 
Maps allow the decision maker to locate the region in which the base lies. This, 
combined with a general knowledge of regional economic trends, might assist the 
decision maker’s intuition about the economic robustness of the local and regional 
economy. 
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However, the economic region of interest (MSA, MD, or rural county) will already be 
listed on the report. Maps would provide graphical but somewhat redundant 
information about the region in which the base resides. 
 
If desired, it might be possible to create a hot link that would forward the base’s zip 
code to a free commercial on-line mapping website. 
 

10. Summary statistics on  
a. Employment  
b. Population 
c. Unemployment 
d. Income 

These factors are all clearly important to understanding the vulnerability of a region to 
a base closure and the resulting direct, indirect, and induced employment reductions. 
These are the factors we propose to report for context. 
  

11. Small business data 
The relevance to the base closure decision of small business numbers and revenues, as 
compared with those of businesses in general, is not clear. One presumption could be 
that areas with many small businesses would be more vulnerable to lost government 
set-asides than an area with few small businesses. Alternatively, it could be argued that 
areas with many small businesses are more robust and less vulnerable to economic 
disruptions than areas with mainly large employers.  
 
This appears to be an ambiguous measure of vulnerability to the primary effect of 
indirect and induced job losses.  
 

12. Characterizations of the area economy made by other federal agencies 
The lack of specificity of this measure makes it difficult to analyze. For example, 
relevant characterizations might include reports by the BIA to evaluate economies near 
tribal lands, or by the Economic Development Administration to identify economically 
distressed regions. The BEA, the BLS, and state-level statistics agencies issue many, 
many different metrics of economic performance. Different metrics might be 
appropriate on an ad-hoc basis, but the previous data seem sufficient to bring 
significant clarity to the potential local economic impacts of different proposed closures 
and realignments. 
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BRAC Economic Impacts Issue Paper: 
Choosing a Deflator for Per-Capita Income  
 
03 August 2004 
 
Background: 
 JPAT-6 is using historical levels and trends in local per-capita income to provide 
context for economic changes due to potential realignments and closures. This 
information is readily available from government sources, but it is not corrected for 
inflation. 
 
Issue: 
There are several different deflators used by economists and policy analysts, each one of 
which is appropriate in different contexts. JPAT-6 needs to choose one that best 
represents the effects of inflation on local per-capita income. 
 
 
Alternative approaches: 
 
The most likely deflator choices are 

1. Bureau of Labor Statistics’ Consumer Price Index for Urban Consumers (CPI-U) 
2. Bureau of Economic Analysis’ Deflators based on Gross Domestic Product (GDP)  

 
Some relevant differences are: 
 
CPI-U  
• Measures price changes for a fixed basket of 200+ categories of consumer goods 
• Does not include any government purchases 
• Does not include investment goods (e.g., stocks, bonds, real estate, life insurance) 
• Is generally not revised once issued  
 
GDP 
• Measures price changes for the changing basked of all goods and services:  

namely, all goods and services included in the GDP 
• Includes government purchases, imports, and exports 
• Includes investment goods 
• Is often revised as additional data become available 
 
CPI-U’s fixed basket of goods may overstate the inflation, since it does not take into 
account substitutions consumers make for expensive goods. However, it does isolate 
pure monetary inflation from substitution, quality change, and other muddying effects. 
CPI-U’s exclusion of government purchases and investment goods makes it reasonable 
to use when deflating PCI data. CPI-U is focused on consumer goods, and specifically 
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excludes government expenditures, which are not relevant to PCI. CPI-U also excludes 
investment goods, which are related to savings rather than consumption. 
 
The fact that GDP deflators can be revised as new data become available is an 
advantage. CPI-U is not revised, in part because it is used for negotiating labor 
contracts, setting COLAs, and for other salary-related purposes that would be difficult 
to change retroactively. 
 
Recommendation: 
Primarily because of the consumer-focused basket used in its calculation, we 
recommend that CPI-U be used to deflate PCI data.   
 
The BLS’s discussion on its website (see excerpt below) supports this analysis, stating 
that “[CPI-U] is…the best measure to use to translate retail sales and hourly or weekly 
earnings into real or inflation-free dollars.” 
 
 
 
From the Bureau of Labor Statistics CPI FAQ Page 
http://www.bls.gov/cpi/cpifaq.htm#Question_12 
 
 
Is the CPI the best measure of inflation? 
 
Inflation has been defined as a process of continuously rising prices, or equivalently, of 
a continuously falling value of money.  
 
Various indexes have been devised to measure different aspects of inflation. The CPI 
measures inflation as experienced by consumers in their day-to-day living expenses; the 
Producer Price Index (PPI) measures inflation at earlier stages of the production and 
marketing process; the Employment Cost Index (ECI) measures it in the labor market; 
the BLS’ International Price Program measures it for imports and exports; and the Gross 
Domestic Product Deflator (GDP-Deflator) measures combine the experience with 
inflation of governments (Federal, State and local), businesses, and consumers. Finally, 
there are specialized measures, such as measures of interest rates and measures of 
consumers’ and business executives’ inflation expectations. 
 
The “best” measure of inflation for a given application depends on the intended use of 
the data. The CPI is generally the best measure for adjusting payments to consumers 
when the intent is to allow consumers to purchase, at today’s prices, a market basket of 
goods and services equivalent to one that they could purchase in an earlier period. It is 
also the best measure to use to translate retail sales and hourly or weekly earnings into 
real or inflation-free dollars. 






































































