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BEA Introduces Prototype Estimates of

GDP by Metropolitan Area

On September 26, 2007, the U.S. Bureau of Economic
Analysis released experimental measures of economic
output produced in the Nation's metropolitan areas.

GDP is BEA’s featured measure of economic activity.

Prototype statistics made available for evaluation and
comment by data users.

Part of BEA’s commitment to make accounts more
responsive, timely, relevant and accurate for data
users.
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Responsive to Needs of Data Users

Previously, sub-state statistics of economic activity
limited to measures of earnings and personal
income.

Resulted in an information gap in regional economic
data

Estimates of GDP by metropolitan area developed to
meet needs and requests of data users.
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Methodology and Estimates

Developed a methodology that is simple and
transparent.

Methodology relies heavily on industry earnings data
to allocate state GDP to counties that are
aggregated to metropolitan areas

Estimates are comprehensive and fully integrated
with other estimates prepared by BEA.

f |
s B E A

A
BUIIE;}\U OF ECONOMIC )\NALYSIS
4

www.bea.gov



Potential Uses of the Data

Potential important uses include:

Determining the overall size and growth of
metropolitan economies

Assessing the impacts of natural or man-
made disasters on cities

Analyzing comparative industrial growth
across the Nation’s metropolitan areas
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Metropolitan Area GDP in

Perspective in 2005

Current-dollar GDP for the Nation was
$12.4 trillion; it was $1.6 trillion for
California, the largest state.

GDP in the New York metropolitan area
was $1.1 trillion, the largest MSA.

Metropolitan areas produced 90
percent of U.S. current-dollar GDP in
2005.
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Metropolitan Areas in Perspective

The top 5 metropolitan areas account
for 23 percent of U.S. GDP.

The top 10 metropolitan areas account
for 34 percent of U.S. GDP.

The smallest 75 metropolitan areas
account for less than 2 percent of U.S.
GDP.
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Metropolitan Areas in Perspective

The New York-Northern New Jersey-Long
Island MSA ranks 2" among states and
ranks 10t among countries in output.’

26 out of 363 metropolitan areas have
populations greater than 2 million.

266 metropolitan areas have populations
less than 500,000.2

T World Development Indicators database, World Bank, April 23, 2007.

2 Census Bureau midyear population estimates. Estimates for 2000-2005 reflect county population estimates available as of March 2007.

f |
s B E A

A
BUREAU OF ECONOMIC )\NALYSIS
8

www.bea.gov



Prototype Estimates’ Methodology and

Advantages

Estimates provide a new dimension to BEA's
efforts to provide comprehensive and statistically-
consistent measurements of economic activity.

Relatively simple methodology appears to yield
very useful and reliable information on the level
of and growth in economic activity in
metropolitan areas.

These statistics can be used to decompose growth
rates, productivity, and level of output by the
industrial composition of a local area economy.
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Prototype Estimates’ Methodology and

Advantages (continued)

The methodology relies heavily on state- and
county-level industry earnings data to distribute
GDP by state to metropolitan areas.

Earnings represent 64 percent of GDP and
therefore are a reasonable indicator of economic
output for most regions.

County earnings allow for the production of
timely GDP-by-metropolitan-area estimates.
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Estimates’ Methodology

Equation for prototype estimates:

” ta s
GMP, = Z ———x Earnings, , .
Earnings, , .

co=l1

N = number of counties in MSA

Sum of gross county product controlled to GDP-by-
state estimates.

Chained-dollar GDP by metropolitan area
computed with national deflators.
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What Questions Can These Data Answer?

What is the size of my metropolitan
area’s economy?

Is my metropolitan area’s economy
growing or declining and how does it
compare with the state, with the
Nation?

What industries are driving my
metropolitan area’s economic growth?
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Ten Largest Metropolitan Areas, 2005

(Ranked by prototype estimates of GDP by metropolitan area, and published estimates of Earnings,
and Personal income

Rank'

GDP by
metropolitan| Earnings
area

Personal
Income

New York-Northern New Jersey-Long Island, NY-NJ-PA . .
Los Angeles-Long Beach-Santa Ana, CA . ...........

Chicago-Naperville-Joliet, IL-IN-WI . ... ...........
Washington-Arlington-Alexandria, DC-VA-MD-WV . . . ...
Houston-Sugar Land-Baytown, TX ................
Dallas-Fort Worth-Arlington, TX .. ...............
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD . .. ...
San Francisco-Oakland-Fremont, CA . ... ..........
Boston-Cambridge-Quincy, MA-NH . . ... ... .......

Atlanta-Sandy Springs-Marietta, GA ..............

O VOV 00 NON Ul N WIN =
O 00 O N UT O D WIN =
= 00 O U1 N O D WIN =

—
—
—

Source: April 2007 local area personal income release which is reported for 2006 OMB metropolitan statistical area definitions.

' Rank for each series is based on current-dollar estimates.
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Chart 1. Percent Change in Real GDP by Metropolitan Area, 2004-2005
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Metropolitan Areas in the Top-Growth Quintile, 2005

(Growth rates ranked by prototype estimates of GDP by metropolitan area, and published
estimates of Earnings, and Personal Income)

Rank by Percent Change'
GDP b,y , Personal
metopolitan | Earnings
Income
area

Lake Charles, LA 1 144 362
Mount Vernon-Anacortes, WA 2 38 33
Midland, TX 3 4 4
Farmington, NM 4 31 27
Casper, WY 5 8 19
Palm Coast, FL 6 1 3
Odessa, TX 7/ 13 7
Bellingham, WA 8 40 63
Prescott, AZ 9 12 32
Baton Rouge, LA 10 119 41

Source: April 2007 local area personal income release which is reported for 2006 OMB metropolitan statistical area definitions.

' Rank for each series is based on current-dollar estimates.
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Metropolitan Areas in the Bottom-Growth Quintile, 2005

(Growth rates ranked by prototype estimates of GDP by metropolitan area, and published
estimates of Earnings, and Personal Income)

Rank by Percent Change'
GDP by
. , Personal
metopolitan | Earnings
Income
area

Kokomo, IN 363 359 350
Flint, MI 362 363 361
Anderson, IN 361 361 342
Kalamazoo-Portage, M| 360 351 349
Saginaw-Saginaw Township North, MI 359 360 359
Monroe, M 358 356 325
Bloomington-Normal, IL 357 346 338
Janesville, WI 356 336 320
Danville, IL 355 358 357
Corvallis, OR 354 92 143

Source: April 2007 local area personal income release which is reported for 2006 OMB metropolitan statistical area definitions.
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' Rank for each series is based on current-dollar estimates.
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Chart 10. Real GDP Per Worker by Metropolitan Area, 2005
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Challenges

Unavailability of GDP-by-state data sources
for MSAs.

Weak correlation of earnings and output for
some capital-intensive industries.

State relationship of GDP to earnings may
not apply to all MSAs.

Earnings data are not available for years
prior to 2001.
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FAQs, GDP by Metropolitan Area

Why do you refer to these estimates as
“prototype?”

These are experimental estimates prepared
with a relatively simple methodology and
limited staff and are being released for the
first time for review and comment by our
data users.
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FAQs, GDP by Metropolitan Area

Do you have plans to produce these statistics for
metropolitan divisions?

The term “Metropolitan Division” is used to refer to
a county or group of counties within a Metropolitan
Statistical Area that has a population core of at
least 2.5 million. Because of sample sizes and
associated data quality and confidentiality issues
even at the MSA level, we currently have no plans to
produce data for Metropolitan Divisions.
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FAQs, GDP by Metropolitan Area

You released data for 2005 on September 26, 2007. Do you
have plans for making these data more timely?

The data we released today are experimental estimates based
on source data that ran through 2005. BEA is always looking to
improve the timeliness of its estimates, as well as their
accuracy and relevance.

If user feedback is encouraging, BEA hopes to make this an
annual series and to accelerate the release of these estimates
next year, so that data for 2007 would be released 9 months
after the reference year.
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GDP by Metropolitan Area: Future Work

Monitor user reaction and accuracy of
prototype top-down GDP-by-metropolitan-
area estimates and revise methodology if
appropriate and feasible.

Further research to refine top-down
estimates.
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Sharon D. Panek

Section Chief
GDP by State Services Section
Regional Economic Analysis Division

(202) 606-9228
(202) 606-5341--Staff
(202) 606-5321--Fax
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