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Summary of BEA Staff Paper

Experimental Estimates of Gross State Product by Industry

This paper contains experimental
estimates of gross State product (GSP)
by industry for the benchmark years
1963, 1967, 1972, and 1977. The esti-
mates build on and are consistent
with BEA's State personal income
series and BEA's gross national prod-
uct by industry series. These esti-
mates of GSP are a substantial ad-
vance in the preparation of regional
estimates because the components
other than earnings are for the most
part estimated independently of earn-
ings. Previously, the most comprehen-
sive measure of production prepared
by BEA at the State and local area
level was earnings (that is, labor and
proprietors' income) by industry. On
the assumption that, industry by in-
dustry, each State's share of the Na-
tion's nonearnings components of
gross state product is the same as its
share of the Nation's earnings,

"blowups" of State earnings were often
used as indicators of total gross prod-
uct.

Chapter I presents, in summary
form, conceptual and measurement
issues involved in preparing the ex-
perimental estimates and raises some
considerations on the relationship of
the quality of the estimates to their
uses. In addition, it defines the com-
ponents of GSP and briefly discusses
the types of data on which the experi-
mental estimates are based.

Chapter II analyzes regional and
State differences in levels of, and
changes in, components of the experi-
mental estimates, showing that the
differences are consistent with a theo-
retical view of why regions and States
differ in the rate of growth of produc-
tion. Chapter III describes the sources
and methods for the estimates.

Three appendixes accompany the
text. Appendix A contains experimen-
tal estimates by industry of total
GSP, earnings, indirect business
taxes, and other charges (mainly cor-
porate profits), for the four bench-
mark years, for the United States,
BEA regions, and States. Appendix B
contains a list of detailed industries
for which experimental estimates of
GSP are available. Appendix C is a
note on problems that arise from ad-
justing estimates derived from data
for firms to reflect an establishment
basis.

Copies of the paper, which is BEA
Staff Paper 42, are available from the
Superintendent of Documents, U.S.
Government Printing Office (GPO),
Washington, DC 20402. Telephone
(202) 783-3238. The GPO stock number
is 003-010-00144-5, and the price is
$3.75.
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Reconciliation and Other Special Tables
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Table 1.—Reconciliation of Changes in Compensation Per Hour in the Business Economy Other
Than Farm and Housing and Average Hourly Earnings in the Private Nonfarm Economy,
Seasonally Adjusted

1. Compensation per hour of all persons in the business economy other than farm
and housing (percent change at annual rate) *

2 Less' Contribution of supplements

3 Plus' Contribution of housing and nonprofit institutions

4.Z/ess: Contribution of employees of government enterprises and self-employed and
unpaid family workers . . . . . .

5. Equals: Wages and salaries per hour of employees in the private nonfarm
economy (percent change at annual rate)

6 Less' Contribution of nonproduction workers in manufacturing

l.Less: Contribution of non-BLS data, detailed weighting, and seasonal adjustment

8. Equals: Average hourly earnings, production and nonsupervisory workers in the
private nonfarm economy (percent change at annual rate)
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p Preliminary.
1. BLS estimates of changes in hourly compensation in the nonfarm business sector for the four quarters are 4.8, 3.8, 2.8, and

3.5 percent.

Summary of BEA Staff Paper

The Use of National Income and Product Accounts for Public Policy:
Our Successes and Failures

By Carol S. Carson and George Jaszi

This paper, which is an extended version of one present-
ed at the American Statistical Association meetings in
August 1985, attempts to evaluate how well the national
income and product accounts (NIPA's) have met macroeco-
nomic policymakers' needs. More specifically, have the
NIPA's provided the right kind of estimates—meaningful
aggregates, appropriate detail, and a framework that fa-
cilitates the working out of analytical relationships? Have
the estimates been provided on a timely basis? Because it
is rarely possible to observe policymakers at work to
evaluate the NIPA's successes and failures, this paper
uses two indirect approaches.

First, the paper reviews evidence on the "accuracy" of
the estimates, using the size of the revisions to the GNP
estimates as an indicator of the accuracy of the earlier es-
timates. Drawing on a recent BEA study covering 1968-83,
the paper focuses on revisions during periods when the
state of the economy was uncertain or when the economy
was in recession. Also, the paper reviews instances cited
by NIPA users of when initial estimates may have misled
policymakers. On the whole, there seems to be general
agreement that the NIPA estimates have indicated the
magnitude and direction of change with accuracy suffi-
cient to meet the needs of policymakers and their advis-

ers. However, there have been lapses, and the NIPA's
record of on-average accuracy but occasional lapse must
be kept in mind; they should not be read more closely
than their record justifies.

Second, the paper reviews the recommendations pre-
sented by a range of NIPA users, including policymakers
and their advisers. These recommendations, drawn from
four publications since the mid-1950's, were classified into
five groups: New series and more detail for existing series;
improved series; periodicity, timeliness, and revision
schedules; concepts and structure of economic accounts;
and other. The review shows that BEA has been respon-
sive to most of users' recommendations. In addition, the
estimates have reflected BEA's recognition of the need for
improved tools of analysis to grapple with the changing
spectrum of macroeconomic problems. The expansion and
improvement of information on prices in a NIPA frame-
work as inflation escalated in the late 1960's and in the
1970's is a case in point.

This paper, which is No. 43 in the BEA Staff Paper
Series, may be ordered from the Superintendent of Docu-
ments, U.S. Government Printing Office, Washington, DC
20402. The stock number is 003-010-00162-3; the price is
$1.25.
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