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Command-Basis GNP: 
An Overlooked Measure 
of U.S. Output

The late Edward Denison, an economist with the 
Brookings Institution, proposed in the 1981 Survey o f 
Current Business that an alternative measure of gross 
national product (GNP) be calculated to reflect 
changes in the terms of trade (the ratio of export to 
import prices). Such a calculation would provide a 
measure of the command over goods and services of a 
country’s GNP. For this reason, he called the measure 
command-basis GNP and calculated it by deflating ex
ports with an index of import prices rather than export 
prices. Although command-basis GNP has been large
ly ignored, it has some worthwhile applications.

GNP measures total spending in terms of produc
tion prices. Accordingly, in calculating real GNP, 
exports are deflated by an index of export prices and 
imports are deflated by an index of import prices.
Such a measure of output represents a measure of the 
command over goods and services only if export and 
import prices change at about the same rate. If the 
terms of trade decline, that is, if import prices rise 
relative to export prices, every dollar of exports is 
worth less in terms of imports so that a country’s GNP 
will have less command or goods and services than 
otherwise.

One application of command-basis GNP is to deter
mine the economic effect of oil price changes during 
the 1970s and early 1980s. Increases in the price of 
oil during the 1970s lowered the command value of 
our exports by about $100 billion in 1987 prices, or

2.6 percent of standard GNP in early 1980. The oppo
site occurred in the first half of the 1980s: Declines in 
the price of oil increased the U.S. command over 
goods and services by more than $90 billion.

The accompanying chart shows another application 
of Denison’s concept. Measured on a command basis, 
the recent recession was deeper but the recovery has 
been steeper. A muted version of the terms-of-trade 
effects of the 1970s and the early 1980s was observed 
during this period. A doubling in the price of oil dur
ing the Gulf War cut command-basis GNP relative to 
standard GNP by almost $10 billion in 1987 prices 
from mid-1990 to early 1991. The subsequent drop in 
oil prices and relatively stable oil prices since early 
1991 have contributed to a recovery in command-basis 
GNP relative to standard GNP by about $25 billion.

— William G. Dewald

Real GNP and Command-Basis Real GNP
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