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PREFACE 

Revenue estimates playa crucial role in the state's budget process. 

The Legislature relies heavily on these estimates in deciding at what 

levels to fund state programs, how much money should be "put aside" in 

reserves, and whether taxes should be raised or lowered. Consequently, the 

more accurate revenue estimates are, the more successful the Legislature 

can be in accomplishing its fiscal objectives--that is, selecting a 

combination of expenditure levels and tax rates that best meets the 

public's nped and willingness to pay for services without giving rise to 

unwanted budget surpluses or deficits. In contrast, the more inaccurate 

revenue estimates prove to be, the more difficult it becomes for the 

Legislature to attain its objectives and manage the state's fiscal affairs 

effectively. 

This report examines the general subject of revenue estimating~ 

Specifically, it seeks to shed light on the factors causing revenue 

estimates to be inaccurate, the extent to which recent revenue estimates 

have been off the mark, and what--if anything--can be done to minimize 

inaccuracies in revenue estimates or lessen the problems which they cause. 

This report was prepa~ed by Jon David Vasche and reviewed by Peter 

Schaafsma. 
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EXECUTIVE SUMMARY 

Importance of Revenue Estimates 

Revenue estimates playa crucial role in the state's budget process. 

Without accurate revenue estimates, the Legislature is severely handicapped 

in its efforts to manage the state's fiscal affairs and achieve its policy 

objectives. 

The most dramatic consequences of inaccurate revenue estimates occur 

when revenues are overestimated. This puts the Legislature under great 

pressure to either locate new revenue sources--perhaps by raising existing 

tax rates--or cut back the level of services provided to the public. 

Problems can also arise when revenues are underestimated, as the 

experience of the middle 1970s clearly demonstrates. A large unanticipated 

surplus can lead the public to view existing tax rates as being higher than 

they need to be, or fault the Legislature for not providing desired public 

services. 

Factors Responsible for Discrepancies Between Estimated and Actual Revenues 

Revenue estimates can go awry for many reasons. On the one hand, 

revenue estimators can fail to project accurate1y the state's tax base or 

the effective rates at which the base is taxed. They may also over

estimate or underestimate the lag between when tax liabilities are incurred 

and when revenues are actually collected. 

On the other hand, unpredictable external forces can cause the 

estimators' projections not to be borne out. For example, the Legislature 

may enact legislation with fiscal consequences that were not anticipated, 
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the courts may render decisions that increase or decrease state revenues, 

the voters may approve initiatives with fiscal consequences, and the 

fedpral government can exert an influence over state revenues through its 

own hudget decisions. 

By far the dominant reason whY revenue estimates frequently miss the 

mark is the failure of economic forecasts, on which the estimates 

ultimately are based, to come true. In recent years, inaccurate economic 

forecasts have caused huge swings in revenue estimates. For example, in 

1982-83 General Fund revenues were nearly $2.4 billion below the original 

budget estimate. In the following year (1983-84), estimated revenues 

turned out to be $835 million higher than what was forecast. 

Not only are inaccurate economic forecasts the dominant cause of 

faulty revenue estimates; they tend to be the rule, rather than the 

exception. In fact, if the difference between the Department of Finance1s 

May economic forecast and the actual performance of the economy in 1984-85 

is of average proportions, General Fund revenues for the fiscal year will 

be $1.2 billion off the mark. (At this point, we do not expect a 

discrepancy of anything approaching this magnitude.) 

Can Revenue Estimates Be Improved? 

Unfortunately, the accuracy of revenue forecasts cannot be improved 

by simply adjusting for an upward or downward bias in the Department of 

Finance1s estimating procedure. The department1s track record in 

forecasting revenues during the past 11 years indicates that its forecasts 

are not consistently biased in one direction or another. 
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Nor can the Legislature reduce the size of the revenue discrepancies 

with which it must deal by placing greater reliance on the forecasts issued 

by the Commission on State Finance. The commission's track record since 

1981 is, if anything, a bit poorer than the department's. 

The available evidence clearly demonstrBtes that the inability of 

forecasters in the Department of Finance to make accurate revenue estimates 

on a consistent basis is due not to deficiencies in staffing or procedures. 

Instead, it reflects the fact that, today, economic forecasting is an art, 

not a science. This is not always fully appreciated because the large 

number of equations and complex economic models used by forecasters tend to 

suggest a more predictable and stable relationship between various sectors 

of the economy than actually exists. 

The Department of Finance's Track Record Compared With Those of Other 
Forecasters 

As Chart 1 graphically demonstrates, the Department of Finance's 

track record in forecasting economic activity is typical of that for the 

forecasting profession as a whole. This chart shows that in 9 of the last 

11 years (and apparently for 1984 as well), the actual increase in 

California personal income has either been higher than the most optimistic 

forecast, or lower than the most pessimistic forecast made by any of the 

leading forecasters in the state. During this period, the Department of 

Finance's track record was neither better nor worse than those of other 

forecasters. 

What Can the Legislature Do To Minimize the Problems Caused By Inaccurate 
Revenue Estimates? 

Since the primary cause of inaccurate revenue estimates lies outside 

of state government--that is, with the economics profession generally--

S-3 
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there is very 1 ittl e that can be done by the Legi s 1 a ture to improve the 

quality of individual revenue forecasts. How, then, can the Legislature 

minimize the problems brought about by inaccurate revenue estimates? This 

report identifies two courses of action available to the Legislature that 

would mitigate these problems: 

1. Maintain a fiscal cushion to protect the budget--that is, a 

"reserve for economic uncertainties." This cushion should be equal to at 

least 3 percent, and preferably 5 percent, of planned General Fund 

expenditures. 

2. Require the Department of Finance on an ongoing basis to provide 

the Legislature with more frequent revenue forecast updates and more 

comprehensive information on the characteristics, including potential error 

margins, of these forecasts. 
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CHAPTER I 

INTRODUCTION 

The purpose of this report is to examine the accuracy of revenue 

estimates prepared for the COal ifornia Legislature. Specifically, this 

report discusses (1) why the revenue estimates prepared by the state's 

Department of Finance frequently go awry. (2) the size of the discrepancies 

between estimated and actual revenues in recent years. and (3) what (if 

anything' can be done to minimize such discrepancies in the future and 

lessen the problems .which they cause. 

VJHY ARE ACCURJ\.TE REVENUE ESTIMATES I~1PORTANT? 

In order to effectively manage the state's budget. the Legislature 

must have accurate revenue estimates. This is because an inaccurate 

forecast can seriously impair the Legislature's ability to achieve the 

desired balance between state-funded services and the level of taxes. 

Revenue estimating inaccuracies result in problems both for those who 

manage the state's fiscal affairs and for the public generally. regardless 

of whether the error is on the high side or low side. For example: 

• Significant underestimates of revenues can result in (1) tax 

rates being higher than they really need to he, (2) underfunding 

of public services, and (3) unacceptably large budget surpluses. 

• Significant overestimates of revenues can result in (1) unwanted 

program cutbacks and (2) unwanted tax increases, in order to 

avoid budget deficits. The problems associated with revenue 

overestimates can be especially serious when the revenue 
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shortfall is discovered after implementation of the expenditure 

plan for a fiscal year has begun. 

Thus, making the state's revenue estim~tes as accurate as possible 

is an extremely important objective for state government. 

SCOPE OF THE REPORT 

The balance of this report is divided into four chapters: 

• Chapter II identifies and discusses the primary factors which can 

cause revenue estimates to be off the mark. 

• Chapter III examines the Department of Finance's "trCld record" 

in estimating revenues, and identifies the factors that have been 

most responsible for revenue estimating inaccuracies in recent 

years. 

• Chapter IV focuses on the single most important cause of 

inaccurate revenue estimates--incorrect economicforecasts--

concentrating on the Department of Finance ' s "track record" in 

projecting the economy's performance in recent years. 

• Lastly, Chapter V discusses the prognosis for making revenue 

estimates more accurate in the future, and recommends ways in 

which the Legislature can cope with the ongoing problem of 

inaccurate revenue estimates. 

This report includes several appendices which present a detailed 

history of the department's economic and revenue forecasts during the past 

decade. 
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CHAPTER II 

WHY REVENUE ESTIMATES GO AWRY 

Making accurate estimates of state revenues ;s an extremely complex 

and difficult task. This is especially true for a state like California, 

where the amount of revenues collected (over $30 billion in 1984-85) is so 

large and the revenue base is so diverse (consisting of over 50 separate 

major taxes, licenses, fees, and other sources of income). Given this, it 

is inevitable that revenue estimates frequently will prove to be 

'inaccurate. 

WHAT FACTORS CAN CAUSE REVENUE ESTIMATES TO BE OFF THE MARK? 

Many factors can cause revenue estimates to be wrong. Seven 

factors, however, stand out as the most important. These are: 

• Inaccurate forecasts of the level of economic activity. 

I Inaccuracies in estimating the size of the state's tax base and 

the effective tax rates that will be applied to the base. 

I Faulty estimates of the time lags between when tax liabilities 

are incurred and when revenues ay'e actually collected by the 

state. 

I Unanticipated changes in state laws which affect the amount of 

revenues collected. 

I Court decisions that affect revenue collections. 

I Voter-approved ballot initiatives having implications for 

revenues. 
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• Actions taken by the federal government which affect state 

revenues. 

Each of these factors is briefly discussed below. 

1. Inaccurate Economi c Forecasts 

The level of economic activity is the primary determinant of how 

much revenue the state will collect. Consequently, forecasting the 

performance of the state's economy in the future is the single most 

important task in preparing revenue estimates. 

The economic projections of most forecasters, including the 

Department of Finance, are developed using fairly complex multi-equation 

models of the nation's and state's economies. The equations in these 

models are constructed using various mathematical and statistical 

techniques. Essentially, the models assume that economic data covering 

pas! years reveal how different sectors of the economy affect one another 

on a continuing basis, and thus can be used to predict the values for 

specific economic variables--such as output, employment, inflation, and 

interest rates--in the future. 

There are three principal reasons why an economic forecast can prove 

to be inaccurate: 

• First, equations in the model used to prepare the forecast may be 

faulty. This could be the result of using "bad" historical data 

to "calibrate" the equations--a common problem since most 

economic data are developed using surveys, and are frequently 

revised--sometimes over and over--in subsequent years. 

Alternatively, the equations may be faulty because the economists 

-4-

( 

co 

( 

( 

c 

c 

c 

c 



c 

!C 

( 

c 

c 

c 

c 

who built the model guessed incorrectly as to the proper 

mathematical form of the equations, or overlooked certain factors 

which should be included in the equations. 

• Second, certain equations may be good at explaining ~ economic 

activity but may not be very good at predicting economic activity 

in the future, due to changes over time in the way that the 

economy behaves. For example, if households and businesses IIget 

used toll high interest rates, the negative effects of these rates 

on home buying and business investment may lessen over time. 

• Third, because of the nature of the statistical procedures 

available to model-builders, the projections yielded by economic 

models inherently fall within a range of probable outcomes, thus 

giving rise to a "margin of error ll on either side of the 

forecast. For example, while a model may predict that California 

employment will rise by 3 percent in a given year, the model may 

find a 50 percent chance that the increase will be under 2 

percent or over 4 percent, and a 20 percent chance that it will 

be under 1 percent or over 5 percent. Thus, even the most 

accurate model makes no claim that what it finds to be the IImost 

likelyll outcome will actually occur. 

2. Inaccuracies in Projecting the Tax Base and Effective Tax Rates 

Once an economic forecast has been prepared. revenue estimators use 

this forecast to project the tax base for each of the state's individual 

taxes. These tax bases include, among others, taxable personal income, 

taxable sales, and pre-tax corporate profits. Even if the basic economic 
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forecast proves to be accurate, projections of individual tax bases, and 

the extent to which each is taxed, may prove to be wrong. For example: 

• Consumers may choose to spend a larger (or smaller) percentage of 

their incomes than they have spent in the past, ot' increase (or 

reduce) the percentage of total spending which goes for goods and 

services subject to the sales and use tax. 

• The distribution of income among taxpayers in different income 

classes may change, causing the average rate at which this income 

is taxed to be higher or lower than the historical norm (due to 

the progressive nature of the state's income tax rate schedule). 

• The relationship between corporate profits in California (for 

which timely data do not exist) and corporate profits in the U.S. 

as a whole (for which relatively complete and timely data do 

exist) may change, causing estimates of revenue from the state's 

bank and corporation tax to miss the mark. In fact, exactly such 

a change seems to have happened during the past several years, as 

a result of recent changes in federal law involving depreciation 

allowances. Because California has not conformed its law to the 

new federal law, U.S. profit data have become a less reliable 

indicator of profits in California than previously. 

3. Faulty Estimates of Time Lags 

Normally, there is a lag between when tax liabilities are incurred 

and when state revenues are actually received. Predicting what these time 

lags will be is an important component of the revenue estimating process, 

since the size of the lag can affect both the cash-management needs of the 

state and the General Fund's condition in a given fiscal year. 
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State law generally prescribes the dates when tax liabilities are 

due and payable. For calendar year taxpayers, personal income tax returns 

are due in the following April and bank and corporation tax returns are due 

in the following March. Most taxpayers, however, are required to prepay 

portions of their liabilities during the year. Because the state permits 

taxpayers considerable discretion in when they make their tax prepayments 

and allows taxpayers to request and receive an extension of the deadline by 

which they must submit their final tax returns, it is virtually impossible 

to predict accurately the timing of revenue receipts. 

At first glance, faulty estimates of the time lag between tax 

liabilities and collections would seem to be pose nothing more than a 

cash-flow problem for the state--revenue shortfalls at one point in time, 

which are offset by corresponding revenue overages later on, and vice 

versa. In terms of giving the Legislature an accurate picture of what the 

state1s fiscal condition is, however, the problem potentially is much more 

severe. This is because it often is impossible to know whether a revenue 

shortfall or' gain is due to timing factors (and thus will II come out in the 

wash ll
) or due to factors of a more enduring nature. As a result, it is 

impossible to know whether and, if so, exactly how, the revenue estimates 

should be revised. 

4. The Enactment of Legislation 

( Newly enacted legislation can throw revenue estimates off if the 

fiscal effect of the measure was not incorporated into the original revenue 

estimates. Three types of legislation can be especially important in 

c causing revenue estimates to be wrong: 
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• Legislation which changes tax rates or the tax bases to ~hich 

these rates apply (for example, legislation expanding the types 

of transactions which are subject to the sales tax). 

• Legislation which changes the timing of when tax liabilities are 

due to the state (for example, legislation increasing the 

proportion of final tax liabilities which must be prepaid through 

income tax withholding deductions). 

• Legislation which shifts the allocation of state revenues from 

special funds to the General Fund or vice versa (for example, 

legislation shifting tidelands oil revenues to the General Fund). 

In addition, projecting the revenue effects of proposed legislation 

can, itself, be a source of revenue estimating errors. This is because 

frequently the available data ar~ not adequate to support reliable 

estimates of a bill's revenue effect. 

5. Court Decisions 

Decisions rendered by federal and state courts can affect state 

revenues by revising the way in which tax laws are applied. For instance, 

in 1982 a California Court of Appeals ruled that the state had implemented 

Proposition 6 from the June 1976 ballot (which repealed the so-called 

"principal office deduction" for insurance companies) one year too early. 

This decision resulted in a $32 million tax refund to various insurance 

companies. Similarly, several court decisions rendered in 1984 increased 

bank and corporation tax revenues by $47 million during 1983-84. 
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6. Voter-Approved Ballot Initiatives 

A variety of ballot initiatives having significant implications for 

state revenues have been approved by California voters in recent years. 

For example, Proposition 13 on the June 1978 ballot increased state income 

tax revenues by about $350 million annually. It did so by reducing local 

property taxes and thereby cutting itemized deductions under ~he personal 

income tax. In contrast, the adoption of permanent full income tax 

indexing (Proposition 7) in June 1982 directly reduced state income tax 

revenues by $200 million in 1982-83. 

7. Actions Taken By the Federal Government 

The federal government can take actions that, directly or 

indirectly, cause state revenue estimates to be wrong. For example, the 

federal government can: 

• Change tax laws to which California automatically conforms. 

• Change the amount of money which it shares with California. 

CONCLUSION 

In summary, we conclude that: 

• Revenue estimates can prove to be wrong for many different 

C' reasons. 

( 

c 

c 

• Because revenue collections are so sensitive to changes in 

.economic conditions, the single most important factor accounting 

for inaccurate revenue estimates is incorrect economic forecasts. 

• Only one of the many factors that can cause revenue estimates to 

be off the mark--enacted legislation--is under the direct control 

of the Legislature. The remaining factors cannot be controlled 

by the Legislature. 
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• For these reasons, revenue estimating inaccuracies are both c 
inevitable and generally unpredictable. 
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CHAPTER III 

ACCURACY OF REVENUE ESTIMATES: THE HISTORICAL RECORD 

How Significant have discrepancies between estimated and actual 

revenues been in recent years? To answer this question, we now examine the 

Department of Finance's "t.rack record" in projecting revenues. In this 

chapter, we will identify both the magnitude of the discrepancies betwe~n 

the department's estimates and actual revenues, as well as the causes of 

these discrepancies. 

THE MAGNITUDE AND CAUSES OF REVENUE ESTIMATING REVISIONS 

Tables A-I through A-II in Appendix A present the complete details 

on the magnitude and principal causes of revisions to the department's 

revenue estimates for each of the years 1973-74 through 1983-84. 

(Partial-year data for 1984-85 are presented in Table A-12.) These data 

cover General Fund revenue sources, which yield about 85 percent of all 

income collected by the state. 

The 1973-74 to 1983-84 period encompasses a wide variety of economic 

conditions which made revenue estimating particularly difficult. During 

this period, there were three recessions, three post-recession recoveries, 

one unusually long economic expansion, a foreign oil embargo, and, at 

various times, record-high interest rates, inflation, and huge federal 

budget deficits. The period also saw major changes in California (as well 

as federal} tax laws, including enactment of income tax indexing, several 

large one-time tax cuts, Proposition 13, and revisions both to the payment 

due dates and the penalties assessed for late tax payments. Together, 

these conditions presented forecasters with unprecedented challenges. 

-11-
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Table 1 summarizes data from Appendix A in order to show both the 

magnitude and principal causes of ~he discrepancies between actual and 

estimated revenues, for each of the 11 fiscal years. For each fiscal year, 

the estimates cited in the table cover an 18-month period between when the 

budget for that year was introduced (Januarv) and the end of the year 

(June). The table indicates that: 

• Revenues came in above the estimate in seven years and below the 

estimate in four years. As a percent of the original revenue 

estimates, these discrepancies averaged 5.7 percent, and ranged 

from nearly 7 percent on the downside (1973-74) to nearly 11 

percent on the upside (1977-78). 

• For the entire period, actual revenues exceeded the budget 

estimates by $4.1 billion (net). In order to appreciate the 

extent of the problems that these discrepancies cause for the 

Legislature's fiscal planning, however, one needs to add the 

individual discrepancies together without offsetting shortfalls 

against overages. When this is done, the total dollar volume of 

the discrepancies between actual and projected revenues during 

this period is found to have been much greater--$8.4 billion. 

• By far, the single most important cause of these discrepancies 

has been inaccurate economic forecasts. In fact, failure of the 

economy to perform as forecast caused revenue estimates to miss 

the mark by $10 billion for the 11 years taken together. 

• In "normal" years, discrepancies due to the enactment of new 

legislation are minor relative to the size of the revenue base. 
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Table 1 

Discrepancies Between Estimated and Actual Genera 1 Fund Revenues 
1973-74 Through 1983-84 

(millions of'dollars)a 

Initial Budget Discrepancies Due To: 
Fiscal Estimate Total Discreeancies Economic and New Other d 
Year (Adjusted)b Actual c Dol'ars Percent Technical Factors Legislation Factors 

1973-74 $7,463 $6,963 -$500 -6.7% $139 -$702 $63 

1974-75 7,870 8,613 743 9.4 722 60 -39 

1975-76 9,153 9,616 464 5.1 459 1 4 

1976-77 10,368 11 ,382 1,014 9.8 886 82e 46 

1977-78 12,357 13,695 1,338 10.8 1,333 5 

1978-79 15,161 15,217 57 0.4 973 -987 71 

1979-80 17,368 18,043 675 3.9 635 -19 59 

1980-81 19,361 19,047 -314 -1.6 -283 -55 24 

1981-82 21,062 20,921 -142 -0.7 -1,358 1,256 -41 

1982-83 22,424 21,231 -1,193 . -5.3 -2,376 1,521 -338 

1983-84 21,802 23,727 1,925 8.8 835 998 92 

a. Detail may not add to totals due to rounding. Background data for this table appear in Appendix 
A. 

b. 

c. 

d. 

e. 

Published in January p~eceding the start of each fiscal year. Figures exclude General Fund 
special account revenues, which do not represent unrestricted General Fund monies. Figures also 
exclude the effects of major revenue measures proposed in the Governor1s Budget. 
Income estimate published by the State Controller. Figures exclude General Fund special account 
revenues, which do not represent unrestricted General Fund monies. Figure for 1983-84 is a 
preliminary estimate. 
These factors include voter-approved ballot measures, court cases, actions of the federal 
government, and year-end revisions by the State Controller. 
Includes $19 million revenue gain from PropOSition 6 (June 1976), which was placed on the ballot 
by the Legislature. 
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Generally, they total less than $100 million. In five of the 11 

years, however, "spec ia'" circumstances have led the Legislature 

to significantly change the level of revenues and transfers going 

to the General Fund. In both 1973-74 and 1978-79 the Legislature 

cut taxes in order to eliminate budget surpluses. During the 

last three years covered by Table 1 (1981-82 through 1983-84), 

the Legislature increased revenues in order to eliminate budaet 
x 

deficits. With the exception of 1983-84, the revenue effects of 

legislation enacted during "spec iaP circumstances served to 

offset in part or in whole revenue revisions associated with 

economic forecasting errors . 

• Revenue revisions due to all other factors, such as voter 

approval of ballot measures, court decisions, and actions taken 

by the federal government, also have been relatively minor--under 

$100 million~-in most years. The one exception occurred in 

1982-83, when voter-approval of initiatives on the June 1982 

ballot that indexed personal income taxes and eliminated 

inheritance and gift taxes caused a large shortfall in revenues. 

REVENUE REVISIONS DUE TO ECONOMIC FORECASTING PROBLEMS 

As indicated above, inaccurate economic forecasts are the principal 

cause of discrepancies between estimated and actual General Fund revenues. 

Indirectly, they are also responsible for the conditions that prompted the 
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Legislature to enact bills altering revenues in order to eliminate budget 

deficits or undesired budget 5urpluses. 1 

Even a small "error" in projecting the level of economic activity 

can produce a large discrepancy between actual and estimated revenues. For 

example, if the Department of Finance overestimates personal income growth 

in California by 10 percent, the revenue estimate can easily be $300 

million to $500 million too high. In contrast, a10 percent error in the 

estimated revenue effect of newly enacted legislation would, in a normal 

year, throw the overall revenue estimate off by only $10 million. 

Table 2 provides a more complete picture of the revenue 

discrepancies associated with inaccurate economic forecasts. The table 

shows what these discrepancies have been when measured over three different 

time intervals: 

• Actual Revenues Compared With the Original January Budget 

Estimate. Table 2 shows that economics-related discrepancies 

between estimated and actual revenues averaged 6.2 percent of the 

original estimate. Actual revenues ranged from over 10 percent 

above to over 10 percent below the original estimate made six 

months before the start of the fiscal year. During the last 

three years, the average discrepancy caused by economics-related 

factors ~over 6.9 percent) was even larger than the average for 

the period as a whole. 

1. In this report, we have combined discrepancies attributable to 
technical revenue-estimating procedures with those caused by economic 
forecasting inaccuracies. We have done so for two reasons. First, the 
department has never provided information on the estimated effects of 
these technical errors, and it is difficult for us to measure these 
effects ourself since we do not have direct access to the department's 
revenue models. Second, many of these procedural errors are related, 
either directly or indirectly, to economic forecasting inaccuracies. 
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Table 2 

Discrepancies Between Estimated and Actual General Fund 
Attributable to Economic and Technical Factors 

1973-74 through 1983-84 
(millions of dollars)a 

Actual Revenues Compared With: 

Revenues 

Fiscal 
Year 

Original January 
Budget Estimate 

Mid-Year Estimate 
First May Estimate (January) 

As Percent As Percent As Percent 
Difference of Estimate Difference of Estimate Difference of Estimate 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

$139 

722 

459 

886 

1,333 

973 

635 

-283 

1981-82 -1,358 

1982-83 -2,376 

1983-84 835 

Average 
Discrepancy 
for llayear 
peri od 

1.9% 

9.2 

5.0 

8.5 

10.8 

6.4 

3.7 

-1.5 

-6.4 

-10.6 

3.8 

6.2% 

$119 

322 

621 

680 

961 

780 

458b 

-276 

-1,612 

-1,163 

625c 

a. Figures derived from tables in Appendix A. 

~ Q 
j •.. 

6.9 

6.4 

7.5 

5.1 

2.6 

-1.4 

-7.6 

-5.5 

2.8 

4.7% 

$243 

166 

451 

394 

325 

220 

203 

-80 

-724 

282 

341 

3.7% 

2.0 

4.9 

3.6 

2.4 

1.5 

1.1 

-0.4 

-3.5 

1.4 

1.5 

2.4% 

b. A revenue estimate was also published one month later, in June 1979. The 
difference between this estimate and actual revenues was $562 million (3.2 
percent) . 

c 

( 

c 

c 

(J 

c 

c. Revision to June 1983 estimate; in 1983, an April revision, but no May revision, C 
was published. 

d. Unweighted average of absolute values of percent revisions for individual years. 
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• Actual Revenues Compared With First May Estimate. Table 2 shows 

that economics-related discrepancies between actual revenues and 

the estimate made one to two months before each fiscal year began 

(when the Legislature actually made its decisions on the budget 

for that fiscal year), averaged 4.7 percent. These discrepancies 

ranged from over 7 percent above to over 7 percent below the 

first May revenue estimate. During the last three years, the 

average discrepancy (5.3 percent) was high by historical 

standards. 

• Actual Revenues Compared With Midyear Estimate. This comparison 

relates to the six-month period from the middle of a fiscal year 

(when the Legislature reviews whether the budget for that fiscal 

year needs to be modified) to the end of the fiscal year. Table 

2 shows that economics-related discrepancies between estimated 

revenues at midyear (which are included in the Governor1s budget 

for the following year) and actual revenues averaged 2.4 percent. 

These discrepancies ranged from about 5 percent above to 3.5 

percent below the midyear estim~tes. 

Four main conclusions can be drawn from the data summarized in Table 

• First, significant economics-related discrepancies between 

( estimated and actual revenue are the rule, not the exception. 

• Second, the dollar amounts of these discrepancies can be very 

large. In fact, if actual revenues in 1984-85 differ from 

estimated revenues by the average percentage discrepancy for the 

-17-
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~eriod 1973-74 through 1983-84, the discrepancy for 1984-85 would 

range from $1.2 billion (measured from the May revision) to about 

$1.6 billion (measured from the original budget estimate). 

• Third, subsequent estimates of revenues generally prove to be 

more accurate than earlier estimates. That is, in most years the 

first May revision estimate has been c~oser to actual revenues 

than the original budget estimate, but not as close as the 

midyear budget estimate. This suggests that periodic updates to 

the economic and revenue forecasts can improve the Legislature's 

ability to conduct fiscal planning and manage the state's budget. 

• Fourth, there is no evidence to suggest that the department has a 

consistent bias toward either overestimating or underestimating 

revenues. While a pattern of underestimating revenues showed up 

during the period 1973-74 through 1979-80, revenues were 

significantly overestimated during the 1980-81 through 1982-83 

period. 

THE REVENUE ESTIMATING TRACK RECORD OF OTHER FORECASTERS 

Do other forecasters have a better track record than the Department 

of Finance in estimating revenues? 

A number of entities periodically have "taken a stab" at estimating 

state General Fund revenues, including the Graduate School of Management at 

UCLA, the Office of Economic Planning, Policy and Research in the state's 

Department of Commerce (formerly the Department of Business and Economic 

Development), and Data Resources, Inc. In most cases, they have done so on 

a one-time basis--often not very successfully. 
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Table 3 summarizes the track record of the one entity which, apart 

from the department, does prepare on a regular and ongoing basis detailed 

state revenue forecasts--the Commission on State Finance (COSF). The table 

indicates that, due to economics-related factors, the commission's 

forecasts, like the department's, frequently have missed the mark. In the 

majority of cases, the discrepancy between estimated and actual revenues 

has been a bit larger for the commission than for the department. In 

short, there is no evi dence that the depa l~tment I s track record is worse 

than the COSF's, and there is some evidence that its performance has 

actually been a bit better. 

CONCLUSION 

In summary, we conclude that: 

• The Department of Finance's revenue estimates frequently prove to 

be inaccurate--often by a significant amount. These inaccuracies 

impair the Legislature's ability to effectively manage the 

state's fiscal affairs. 

• The chief cause of discrepancies between estimated and actual 

revenues has been inaccurate economic forecasts. These forecasts 

often have caused revenue estimates to be off-target by huge 

amounts. In fact, if the economic forecast on which the May 

revision to the 1984-85 budget is based proves to be no more 

reliable than the "average" forecast issued in the previous 11 

Mays, actual revenues in the current year would differ from the 

estimate by $1.2 billion. 
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Table 3 

Comparisons of Revenue Forecasts Issued by 
The Department of Finance and Commission on State Finance: 

Discrepancies Due to Economics-Related Factors in 
1981-82, 1982-83 and 198~-84 

(millions of dollars) 

Fiscal Year 
and Forecaster 

1981-82 

First Budget Estimate 
May Estimate 
Mid-Year Budget 

Est.imate 

1982-83 

First Budget Estimate 
~lay Estimate 
Mid-Year Budget 

Estimate 

1983-84d 

First Budget Estimate 
May Estimate 
Mid-Year Budget 

Estimate 

Difference Between Actual and Estimated Revenues b 

Department 
of 

Finance 

-$1,358 
-1,612 

-724 

-2,376 
-1,163 

282 

835 
625 
341 

Commission 
on State 
Finance 

NAc 
-$1,745 

-873 

-2,885 
-711 

280 

1,337 
783 
161 

Most 
Accurate 

NA 
DOF 
OOF 

OOF 
COSF 
BOTH 

DOF 
OOF 

COSF 

a. Oata developed from Table 2 and reports published by the COSF. 
b. Because the COSF normally issues its reports in March, June, September 

and December, the dates of the COSF forecast revisions shown differ 
slightly from the department's. These data use the COSF's December and 
June revisions in conjunction with the department's January and May 
revisions, respectively. 

c. The COSF did not issue its first revenue forecast until June 1981. 
d. Data revisions reflect estimated revenue receipts as of June 1984. 
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• The department's revenue forecasts do not reflect a consistent 

bias toward either underestimating or overestimating revenues. 

• The department's forecasting record since June 1981 generally has 

been as good as, if not somewhat better than, the Commission on 

State Finance's. 

• The department's revenue forecasts for a given fiscal year 

generally become more accurate as they are revised. 
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CHAPTER IV 

ACCURACY OF ECONOMIC FORECASTS: THE HISTORICAL RECORD 

The previous chapter demonstrated that inaccurate economic forecasts 

have been, by far, the single most important factor causing the 

departrlent's revenue estimates to go awry. In this chapter, we review in 

more detail the department's economic forecasting record, and compare it to 

the record compiled by other economists. 

THE DEPARTMENT'S ECONOMIC FORECASTING TRACK RECORD 

Tables B-1 through 8-13 in Appendix B show the department's track 

record in forecasting the performance of the Cal ifornia economy fY'om 1973 

to the present. Data are provided for a variety of economic variables 

which affect, either directly or indirectly, state revenues. 

These tables indicate that the department's economic forecasts 

frequently have proven to be inaccurate. This is especially true of: 

• Forecasts made 12 months prior to the start of the calendar year 

(for example, the forecast for 1983 contained in the Governor's 

1982-83 Budget transmitted in January 1982, or the forecast for 

1982 contained in the Governor's 1981-82 Budget transmitted in 

January 1981), 

• Forecasts made during periods in which the level of economic 

activity is fluctuating--especially forecasts made during 

recessions and post-recession recovery periods, and 

• Forecasts made for the more volatile components of the state's 

revenue base, such as taxable corporate profits. 
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For example, as TablesB-9, B-10, and B-11 show: 

• The level of California corporate profits initially was 

overestimated by $7.5 billion (24 percent) in 1981, by $9 billion 

(27 percent) in 1982, and by $12 billion (30 percent) in 1983. 

• The levels of taxable sales in 1981, 1982, and 1983 initially 

were overestimated by $14 billion (8 percent), $29 billion (16 

percent),' and $28 billion (14 percent), respectively. 

To be sure, there have been years in which the department has done 

quite well in predicting certain economic variables. Nevertheless, the 

department's overall economic forecasting record obviously leaves much to 

be desired. Furthermore, there is no clear evidence that the department's 

economic forecasts have become more reliable in recent years. 

DO OTHER FORECASTERS OUTPERFORM THE DEPARTMENT? 

Data comparing the department's economic forecasting record with 

that of other forecasters appear in Appendix C (national data) and Appendix 

o (state data). These appendices show forecasts for a variety of 

revenue-related economic variables during the period 1973 to the present. 

The data in these appendices indicate that, like the department, other 

forecasters frequently miss the mark in projecting the economy's 

performance. 

Chart 1 summarizes the forecastin9 record of both the department and 

other economists with respect to the growth in California personal income--

the single most important determinant of state revenue growth. This chart 

clearly showsithat (1) ~ forecasters have done extremely poorly in 

predicting changes in this variable, and (2) the department's forecasts 
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CHART 1 

Comparisons and Accuracy of California Personal 
Income Growth Forecasts 
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have, in most cases, been within the range of other forecasts--that is, 

higher than some and lower than others. 

One way of evaluating the department's overall forecasting record is 

to determine what percentage of the time the economy's actual performance 

has come closer to the department's forecasts than to the forecasts of 

other economists. We have done this using the data in Appendices C and D. 

As Table 4 indicates, the department has a somewhat poorer record than 

other individual forecasters in predicting national economic performance. 

In terms of predicting the performance of the California economy, however, 

the department's "batting average" is slightly better than those compiled 

by other individual forecasters. Moreover, Table 4 shows that the 

department's record in projecting the growth in California personal income 

is deCidedly superior to the record of other forecasters. This is of 

speciil significance, since personal income is an especially important 

variable in making revenue estimates. 

We, therefore, conclude that the department's relative track record 

in forecasting the economy's performance is neither significantly worse nor 

significantly better than those of other economic forecasters. 

DOES THE ECONOMY'S PERFORMANCE TEND TO FALL WITHIN THE RANGE OF ALTERNATIVE 
FORECASTS? 

Given that no individual economic forecaster has established a good 

track record for predicting the economy's performance, it -is natural to 

ask: Can we expect the economy's performance to fall within the spectrum 

of forecasts published by economists? In general, the answer to the 

question is no. As Chart 1 shows, the actual percent growth in California 
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Table 4 

Accuracy of Economic Forecasts: 
The Department of Finance Versus Other Forecasters 

(1973 Through 1983) 

Percentage of Economic Forecasts for Which: 

Basis of Comparison 

A. National Economic Variablesa 

• Finance Versus Individual 
Forecasters 

• Finance Versus the Average of 
Other Forecasters 

B. California Economic Variablesh 

1. All Variables Combined 

• Finance Versus Individual 
Forecasters 

• Finance Versus the Average of 
Other Forecasters 

2. Personal Income Growth Only 

• Finance Versus Individual 
Forecasters 

• Finance Versus the Average of 
Other Forecasters 

a. Based upon data in Appendix c. 

Finance 
Was ~1ost 
Accurate 

44% 

36 

47 

42 

57 

45 

Other 
Forecasters 
Were Most 
Accurate 

50% 

53 

45 

45 

37 

36 

Finance 
and Other 

Forecasters 
Here 

Equally 
Accurate 

6% 

11 

8 

13 

6 

18 

b. Based upon data in Appendix D. For the purposes of the comparisons shown in 
this table, Appendix D's California personal income growth data for certain 
years have been adjusted to include certain data revisions released in 
August 1984 by the U.S. Department of Commerce. 
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personal income has either exceeded the most optimistic forecast or fallen 

below thp most pessimistic forecast in all but two of the last 11 years. 

Preliminary data indicate that this will again be the case in 1984, because 

income growth has exceeded everyone's original expectation. 

There are several reasons why it is so common for the actual 

performance of the economy to fall outside the spectrum of published 

forecasts. The most important reason, however, is that, despite the use of 

sophisticated forecasting techniques, economists simply do not have a good 

enough understanding of the economy's behavior to predict it accurately on 

a consistent basis. 

The Department of Finance often attempts to bracket the range of 

possible outcomes by preparing "optimistic" and "pessimistic!! forecasts to 

supplement its own "most likely" forecast. Its efforts to encompass the 

actual outcome within this bracket, however, frequently have been 

unsuccessful. For example, the department's original (January 1981) 

"pess imi sti cIt revenue forecast for 1981-82 was about $770 m; 11 i on below its 

official forecast, while revenues actually turned out to be $].4 billion 

less. Likewise, the department's original (January 1982) "pessimistic" 

revenue forecast for 1982-83 was $1.2 billion below its standard forecast, 

while the actual revenue shortfall was $2.4 billion. 

CONCLUSION 

In summary, we conclude that: 

• The department's economic forecasting record leaves much to be 

desired. 
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• The department's economic forecasting "batting average" is 

neither significantly worse nor significantly better than those 

of other forecasters. 

• It is the rule, rather than the exception, that the economy's 

performance (as measured by the growth in personal income) is 

better or worse than ",.'hat ~ forecaster anticipated. This has 

been the case in 9 of the past 11 years, and appears again to be 

the case in 1984. 

The department's inability to accurately forecast the level of 

economic activity on a consistent basis is not due to an inadequately 

trained professional staff, failure to use state-of-the-art forecasting 

techniques and equipment, or an optimistic or pessimistic bias. Given the 

track record of the various forecasters, it seems safe to conclude that the 

department is on a par with the rest of the forecasting community. Rather, 

the department's inability to accurately forecast the level of economic 

activity reflects an incomplete understanding of the economy itself on the 

part of economic forecasters generally. 
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CHAPTER V 

PROGNOSIS AND RECOMMfNDATIONS REGARDING REVENUE ESTIMATING 

The principal conclusion of this report should now be clear: so 

long as economists I understanding of the economy is incomplete, 

discrepancies between estimated and actual revenues are inevitable. 

Consequently. we believe that although there is always room for improvement 

in forecasting techniques and procedures, there is relatively little that 

the Department of Finance can do to Significantly reduce the chances of 

overestimating or underestimating revenues in the foreseeable future. 

RECOMr~ENDA.T IONS 

Given that significant discrepancies between estimated and actual 

revenues are virtually certain to occur in the future, what can the 

Legislature do to minimize the problems that these discrepancies create? 

We believe the Legislature has two courses of action available to it 

which, if taken, would help it to better understand, anticipate and deal 

with revenue overages or shortfalls. Specifically, it could (1) maintain a 

large "rainy day" fund or reserve for economic uncertainties and (2) tare 

steps to improve the timeliness and comprehensiveness of the information on 

which it bases its decisions. 

1. Reserve for Economic Uncertainties 

vJe recommend that the Legislature maintain a substantial balance-

preferably an amount equal to 5 percent of General Fund expenditures--in 

the Reserve for Economic Uncertainties. Such a balance, built up in good 

times, would provide a fiscal cushion for the budget to fall back on during 
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years in which unexpected revenue shortfalls occur. This would reduce the 

extent to which the provision of goods and services by the state is 

disrupted by short-term economic fluctuations. 

We know of no analytical basis for specifying precisely what the 

size of this balance should be. This is beCause setting aside money for a 

"rainy day" always confronts the Legislature with a difficult "trade-off": 

the benefits derived from a large reserve (that is, more "protection") 

versus the benefits derived from an increase in spending on public 

services. Only the Legislature can make this trade-off. 

Nevertheless, we believe that the Legislature should strive to 

achieve a budgetary cushion equal to a minimum of 3 percent and preferably 

5 percent of planned General Fund expenditures. A 5 percent reserve would 

almost fully insure the state against mild economic downturns, such as what 

occurred in 1981-82 when actual revenues were about 6 percent below the 

original budget estimate. While it would provide only partial protection 

. against more severe downturns, such as the one that caused revenues in 

1982-83 to come in 11 percent below the budget estimate, a 5 percent 

reserve would still fulfill its lIinsurance pol icy" function by "buying 

time" for the Governor and the Legislature to seek and adopt other 

alternatives for bringing the budget back in balance. 

2. More-Timely and More-Comprehensive Data on Revenues 

The Legislature's ability to understand, anticipate and adjust to 

revenue shortfalls or overages would be enhanced if it had more timely and 

comprehensive information on the key variables affecting revenues. With 

C this in mind, we have recommended elsewhere (see Perspectives and Issues 
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for 1983-84 and 1984-85) that the Legislature require the Department of 

Finance to: 

• Submit updates of revenue estimates at four-to-five specified 

points during the year, 

• Provide detailed explanations for any revisions to its revenue 

estimates, and 

•. Indicate the degree of uncertainty surrounding its estimates, 

including statistical error margins, economic forecasting 

uncertainties, and revenue estimates which would result from 

alternative economic scenarios. 

We believe this information would help the Legislature better cope 

with the problems caused by inaccurate revenue estimates. For example, 

more frequent updates would give the Legislature a head start in making any 

needed changes to the budget in the face of emerging revenue shortfalls. 

Likewise, better information on the uncertainty surrounding revenue 

estimates will help the Legislature determine how much of a fiscal cushion 

should be kept in reserve. 

These requirements were imposed by the Legislature for 1984-85 

through the adoption of supplemental language in connection with the 1984 

Budget Act. The Legislature also sought to make these requirements 

permanent by enacting SB 1742 (Alquist) earlier this year. 

however, was vetoed by the Governor. 

This bill, 

For the reasons given above, we recommend that the revenue reporting 

requirements set forth in the Supplemental Report of the Conference 

Committee on the 1984 Budget Act be continued beyond 1984-85, either 
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through the adoption of supplemental language in connection with the annual 

budget act or by making a permanent change to the Government Code along the 

lines of S8 1742. 
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APPENDIX A 

HISTORY OF DEPARTMENT OF FINANCE 
GENERAL FUND INCOME ESTIMATES 

1973-74 THROUGH 1984-85 
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First Budget 
Estil1(!t(~ 

Table A-I 

History of ~rartrrl?nt of Finance Genpral Fund IlfOTe Estinntes for 1973-74 
(rrrillions of dollars) 

AdjustrrEnts Relat.ed to Technical Reestirrates Ad.iustrrents Related to Other Factors 
and Ecanonic Forecasti~ Revisions b~ the De~rbTent 

1973 Federal Revenue Contra 11 er I s 
lncare Cat~ (,lanuary 1973) M:ly 1973 Januar~ 1974 M:lv 1974 Janua~ 1975 Subtotal L~islation Sharing Revision Revisions Subtotal 

A. !'\ijor Taxes 

Bank and Corporntion $995 $75 -$50 $23 $4 $5;~ $10 $10 

Personill Incare 2,175 -lOS -14 70 37 -12 -331 -$3 -334 

Sales and Use 3,000 35 -103 100 16 48 -372 -- -372 

All Other 875 3 -48 -28 -73 -3 -3 

Subtotd 1, ~\:J5or Taxes $7,045 $7 -$215 $165 $57 $14 -$696 -$3 -$699 

B. Interest Incore 64 11 68 24 -1 102 

C. Other Rr.venues ard 13gb 2 23 -1 -1 23 -6 f -5 
Transfers, Excluding 
Fedcra1 Revenue Shering 

D. Federnl Revenue Sha Y'i nq 215 -- $65 65 

Totals, l€llP.ral Fund $7,463 $20 -$124 $lRS $55 $139 -$702 $65 -$2 -$639 
Revenues nnd Trilnsfers 

a. Details rray not add to totals due to rounding •• tldditional details on the revisions sha.-Kl in this table appear in the 1974-75 Ar.alysis of the Budget Bill 
A-37) or are available from the Legislative Analyst's office. 

b. Excludes $11 million in reVf>nl:es to teneral Fund Special Accounts ....nich are not unrestricted General Fund revenues. 
c. Excludes $12 rrrillion in revenues to General Fund Special Accounts ....nich are not unrestricted General Fund revenues. 

r, 

~ '.~'. 

,LI.ctual 
Totals as 

Reported by 
the State 

Controller 

$1,057 - , 

1,829 

2,676 

799 

$6,360 

166 

157 

280 

$6,963 

(Table 10, pag2 



Table A-2 

History of Departnent of Finance General FlJnd Ifare Estinates for 1974-75 
(nrlllions of dollars) 

Actua 1 
Adjusbnents Related to Technical Reestimates AdjustnEnts Related to Other Factors Totals as 

Firs t Budoet and Economic Forecasting Revisions bt the De~rbnent RefX)rted by 
'. 

Estir.ate 1974 Federal Revenue Contro 11 er' s the State 
Incare category (January 1974) ~1a.v 1974 January 1975 rl1~ 1975 January 1976 Subtotal Legislation Sharing Revisions Revisions Subtotal Controller 

A. ~jor Taxes 

Bank and CorfX)ration $1,050 $100 $30 $35 $39 !204 $1,254 

Persona 1 Incare 2,289 76 95 50 12 233 $60 -$2 S58 2,500 

Sales and Use 3,175 155 30 -25 34 194 3,369 

All Other 879 -53 -15 14 1 -53 826 

St.btota 1, ~lajor Taxes $7,393 $279 $140 $74 $85 $578 $60 -$2 $58 $8,029 

I B. Intprest Incare 72 52 w 45 -9 8 96 168 
(J1 

I 

C. Other Revenues and 155b 69 -29 4 4 48 _2c -2 201 
Tran~fers, Excludinq 
Federal Revenue Sharing 

D. Federal Rc·ver:ue Sharing 250 -$35 -35 215 

Totals, Ger'€ral Fund $7,870 $400 $156 $69 $97 $722 $60 -$35 -$4 521 $8,613 
Revenues and Transfers 

(Table 8, pa~ a. Details may not odd to totals due to rounding. Additional details on the revisions sha.-.n in this table appear in the 1975-76 Analysis of the Budg?t Bill 
A-27) or are available from the Legislative'Analyst's office. 

b. Excludes $10 nrlllion in revenues to General Fune! Special Accounts Yilich are not unrestricted General Fund revenues. 
c. Excludes $12 million in revenues to General Fund Special Accounts I'klich are not unrestricted General Fund revenues. 
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Table A-3 

History of Depar!ll'ent of Fin~nc~ Generd 1 F~nd ilfare Estim,tes for 1975-76 
(mlnlDllS of dollars) 

Actual 
Ad,iustr:-ents Related to Technical ReestiiTl.-ltes AdjusulPnts Related to Other Factors Tota 15 as 

First Budget and Econonic FOrecilSti~ Revisions by the De~rtnl'nt Reported by 
Estiliiilte 1975 Controller's the State 

J nCfJ~,(, Co teq(l~1 (Janucry 1975) M3v 1975 January 1976 M3~ 1976 January 1977 Subtotal L~is1ation Revisions Subtotal Controller 

A. ~'ajor Taxes 

Bank and Corporation $1,045 $7 $14 $158 $14 $1% $49 $49 51,287 

Persona 1 I ncore 2,950 -125 60 110 70 115 25 -$3 22 3,007 

Sales and Use 3,681 -61 76 15 3 33 4 4 3,718 

All Other 849 27 12 69 2 110 959 

Subtctal, M3jor Taxes $8,525 -$153 $162 $352 $89 $450 $78 -$3 $75 $9,050 

I B. Interest Incare 140 -17 4 10 2 -1 1 1 139 w 
Q) 
I 

C. Other' Revenues and 273b 7 5 1 -3 10 -77 6e -71 212 
Transfer'S, Excluding 
Fl'{'et'a 1 Revenue Sharing 

D. Federal P.evenue Shari ng 215 215 

T ota 1 s, Genet'il1 Fund $9,153 -$162 $170 $363 $88 $459 $1 $4 $5 $9,616 
Revenues ilnd Transfers 

Details may not add to totals due to rounding. Additional details on the revisions shawn in this table appear in the 1976-77 AnalysiS of the Budget Bill a. 
(Table 8, page /l.-'C9) or are available fmn the'Legislative Analyst's office. 

b. Excludes $22 million in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues. 
c. Excludes $26 million in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues. 



Tallie A-4 

History of Departnerlt of Fimnce r~lleral FlJr~j IgcaTE Estinntes for 1976-77 
(~illions of dollars) 

Actual· 
Adjustments Related to Technical Reestir.ates Adjustments Related to Other Factors Totals as 

Firs t Budget and Econcr.ric Forecasting Revisions by the De~rtment Proposition Rep:lrtc-G by 
Estin\')te 1976 6 Revenue Ccurt Controller's tr€ State 

I ncare Ca tegory (January 1976) ~1a,v 1976 Janua~ 1977 fYla.v 1977 Janua~ 1978 Subtotal L~islation Effect Cases Revisions Subtotal Controller 

A. ~\1.ior Taxes 

Bank and Corporation $1,375 $70 $126 $50 $17 $,,63 $4 $4 $1,642 

Personal Inccm; 3,405 120 95 155 -39 331 25 ?5 3,761 

Sales and USf' 4,100 -22 -6 85 51 108 28 $45 73 4,231 

All Other 947 26 30 . 61 9 126 6 $lf 25 1,C97 

Subtotal, fYlajor Taxes $9,827 $194 $245 $351 $37 $827 $63 $19 $45 $127 $10,781 

1 B. Interest IncaTE 115 10 14 13 37 152 w 
'-J 

1 

C. Other Revenues and 211c 1 27 4 -10 22 $1c 1 234 
Transfers, Excluding 
Federal Revenue Sharing 

D. Federal Pevenue Sharing 215 215 

Totals, General Fund $lO,YJ8 $204 $286 $354 $40 $886 $63 $19 $45 $1 $128 $1l,132 
Revenues and Transfers 

Details nay not ad{l to totals due to rounding. Jldditional cl.etails on the revisions shMl in this table appear in the 1977-78 A'1alysis of the Budget Bill (Table 10, pag:! a. 
A-53) or are available from the Legislative Analyst's office. 

b. Reflects PropoSition 6 on the June 1976 ballot, \'k1ich repealed the principal office deduction for insurance canpanies. 
c. Excludes $24 million in revenues to General Fund Special Accounts \'k1ich are not unrestricted ~neral Fund revenues. 

n , ,.t o 
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Table A-S 

History of Departn=nt of Financp Gerrerill Fund Incme Estirrates for 1977-78 
(millions of dOllars)a 

Actual 
AdjustJrents Related to Technical ReestilT"r1trs Adjustments Related to Other Factors Totals as 

Firs t Burket and Economic Forecastin£LBevisiarrs by the Deparbnent Reported by 
Estinate 1977 and 1978 Cantrall er' s the State 

Incare Categot'v (January 1977) ttl3Y 1977 Janua~ 1978 t-'13~ 1978 Januarl: 1979 Subtotal Legislation Revisions Subtotal Controller 

A. ~'ajor Tuxes 

Bank and COY1X>ration $1,750 $40 $112 $155 $27 $334 -$2 -$2 $2,002 

Persofli.'l Tncare 4,285 215 83 20 63 381 2 2 4,668 

Sales and Use 4,610 90 316 15 421 -1 -1 5,030 

All Other 1,087 29 66 -13 2 84 1,170 

Suhtota 1, ~'ajor Taxes $11,732 $374 $577 $162 $107 $1,220 -$2 -$2 $12,950 

I B. Interest IncmE 143 7 75 10 48 140 283 w 
co 
I 

c. Other Revenues and 26f -9 -17 -11 9 -28 7 c 7 246 
Trcnsfers, Excluding 
Federal Revenue Shal'ing 

D. Federal Revenue Sharing 215 215 

Totals, General Funo $12,357 $373 $636 $161 $164 $1,333 $5 $5 $13,695 
Revenues and Transfers 

iI. Details rray not odd to totals due to rounding. l'..t:Jditional details on the revisior.s Sh(J(.l'l in this table appear in the 1979-00 Analysis of the Budget Bill 
(Table 25, pagE' ,\-51) or are available fran the Legislative Analyst's office. 

b. Excludes $39 million in revenues to Gener'al Fund Special Accounts I'ilich are not unrestricted General Fund revenues. 
c. Excludes $37 mill ion in revenues to General Fund Special Accounts \'J1ich are not unrestricted General Fund revenues. 



Table A-f> 

History of Departrrent of Finance General Fund IfCir€ Estirrates for 1978-19 
(mill ions of dollars) 

Adjustrrents Related to other Factors Actual 
jl,djllstJ1l?nts Related to Technical Reestirrates Federal iota is coS 

First Budget and Econanic Forecasting Revisions by the DepariJrent Proposition Revenue Reported by 
Estirmte 1978 13 Revenue Sharing Controller's the ~t;Jte 

I~'c Cate(]ory (January 1978) f>'ay 1978 Janua~ ~1972 June 1979 January 19?J) Subtotal Legislation Effect Revision Revisions SL:btota 1 Controller --- ---- --- ----
A. t~ajor Taxes 

Bank ilnd Corr-or"iltion $( ,1(0 $60 527 $33 $11 $181 -$7 $87 $00 $2,381 

Persona 1 InccnI: 5,500 60 145 -22 -$30 67 220 -980 22 -958 4,762 

Sales and lise 5,515 75 140 30 /:'8 26 299 3 -38 -35 5,779 

All Other 1,282 -16 17 -21 10 . -10 -6 -f> 1,266 

Subtotal, ~ajor Taxes $14,417 $179 $329 $70 -$2 $114 $6~ -$990 $71 -$919 $14,188 

I 
eN B. Interest Incare 190 10 225 25 -3 257 -$1 -1 446 '-0 
I 

C. Other !~evenues and 279 4 6 5 11 26 3 3 3CB 
Transfers, Excluding 
F£<leral Revenue Sharing 

D. Federal P~venue Sharinq 275 $1 1 276 

Totals, General Fund $15,161 $193 $560 $100 -$2 $122 $973 -$987 $71 $1 -$1 -$916 $15,217 
Pevenues and Transfers 

a. Details rray not add to totals due to rounding,. Mditional details on the revisions shMl in this table appear in the 1~1 Jlnalysis of the Budget Bill (Table 26, page A-46) or are 
available fran the Legislative Analyst's office. 

() r· 
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Inble A-7 

History of [leparirrentof Finance Cenernl Fund l~care Estinkltes for 1979-00 
(millions of dollars)" 

Actl:?,l 
,~jusnnents Related to Technical ReestiITBt€s Adjustn~ts Related to Other Factors Totals as 

First BudGt~t and Economic Forecasting Revisions by the Department Report..>d by 
Estintite 1979 Centro ller's the State "', 

r peen!" C,a teqnrv (JanuiJry 1979) rv\ly 1979 June 1979 January 1980 ~-1900 January 1981 Subtotal Legislation Revisions Subtotal Contt'Q 11 er _______ :_J_ --- ---
A. t.'ajor T ilxes 

P.ank and Corporation $2,460 $180 $110 -$228 -$99 ~$1 -$38 $44 $44b 1-P2 $2,510 

Persrr.a 1 I nC01l2 6,213 -13 -150 232 185 46 300 -7 -7 6,5ai 

Sa 1 P.S and lise 6,375 5 -64 190 10 52 193 -46 -46 6,522 
--

All Other 1,394 -23 9 -20 10 ':24 -4 . -4 1,366 

Surtota 1, Mljor Taxes $16,442 $149 -$104 $204 $76 $106 $431 -$13 $44 $31 $16,~ 

I 
+'> B. Interest lnca,e 325 25 150 45 1 221 -2 -2 544 0 
I 

C. Other Revenues ar.d 325 3 5 4 -29 -17 -6 If 11 319 
Transfers, Excluding 
Fech'(ll RevenuE' Sharing 

D. Federal Revenue Sharing 276 276 

Total s, General Fund $17,3&8 $177 -$104 $359 $125 $78 $635 -$19 $59 $40 $18,043 
Revenues and Trans fers 

a. Details nBY not add to totals du"! to rounding. ,First budget estinBte excludes ar. adninistrative proposal to reduce revenues by approxiOkltely $1.4 billion. Mditional 
details on the l~visions shown in this table appear in the 1981-82 Analysis of the Budget Bill (Table 16, page A-28) or are available fran the LeQislative Analyst's 
office. 

b. Represents reclassification of certain bank and corporation tax revenues, designated as FA!.A Fund transfers under the provisions of M3 66 (Ch 1150/79), fran s~ial funds 
revenues to General Fund revenues. 

c. Includes $13 mill ion in General Fund transfer inccrre fran the Driver Training Penalty Assessrrent :-und ($6 mill ion) and Working Capital Jidvances ($6 mfll ion). 



Table A~ 
1 

liistory of [icpartrrent of Finance Ceneral Fund Igcare Estirrntes for 1980-81 
(milliuns of dollar'S) 

Actual 
t,djustrrents Related to Technical Reestioates M,iustrrents Related to Other FJctors Totals as 

Firs t BUGcet and EconClllic Forecasting Revisions by the De~rinl?nt Reported by 
Estirmtl> 19RO Contro 11 er' s the State 

lncale Cat~lGry (Janua~ 19H1) ~y 1981J Janual~ 1981 ivay 1981 Janua~ 1982 Subtotal Leoislation Revisions Subtotal Controller 

A. rl.1jor Taxes 

Bank and Corporationb $2,800 $67 -$125 $55 -$48 -$52 -$17 -$17 $2,731 

Pers('(l?l 1 nCIJIP 6,800 -130 15 -35 14 -136 -35 -35 6,629 

Sales and Use 7,240 -225 28 -33 -23tJ -4 -4 7,CXXi 

All O'-,her 1,517 -6 48 -88 -14 -60 . -15 -15 1,443 

Subtotal, Major Taxes $18,357 -$69 -$288 -$40 -$81 -$478 -$71 -$71 $17,800 

I B. Interest Iowre 400 25 29 8 4 66 -2 -$1 -3 463 -f-:. 
I--' 

I 

C. Other Revenues and 328 37 63 5 24 129 18 25c 43 5CO 
Transfers, Excluding 
F ede ra 1 Revenue Sha ri ng 

D. Federa 1 P-evenue Sharing 276 276 

Tot"l 5, r'f;'J'1cra 1 Fund $19,31)1 -$7 -$196 -$27 -$53 -$283 -$55 $24 -$31 $19,047 
Revenues cHId Transfers 

oeta; I s nay not add to tota' s due to rounding .• Additiona 1 detail s on the revisions ShOM1 in this table appear in the 1982-83 Ana lysis of the Budget Bill a. 
(Table 21, paCJe A-39) or are availahle fran the Legislative Analyst's office. 

b. RQvenue figures treat certain transfers to special funds under fJ8 66 (Ch 1150/79) as General Fund revenues, consistent with how the Controller treats these 
" transfers. TIle depat'trrent had treated these transfers as direct special funds revenues until January 1982, W1en it reclassified th611 as General Fund 

revenues. Sef' footnote "a" above. 
c. Represents $25 million in General Fund transfer inc01~, including funds fran the S}:ECial Account for Capital Outlay ($10 million), the State Beach, Park, 

Recreational and Historical Facilities Fund of 1974 ($7 million), the Fair and ExpoSition Fund ($4 million), and the California Housing Finance Fund ($2 
mill ion). 

o 
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Tahle A-9 

History of Departrrent of Finance General Fund IQcare Estinates for 1981-B2 
(millions of dollars)O 

.6.djus1Y.ents Related to Other Factol'S Actual 
Adjustrrents Related to Technical Reesti[!(ltes Federal Totals as 

First 8udq:t and ECDnmlic Forecasting Revisions b~ the Departrrent Revenue Reported by 
Fstin'lt.e L~islation Sharing Cantrall er' s the State 

J "((Ire Ca te<;orj (L1anuary 1931) .May 1981 January 1982 March 1982 May 1982 January 1983 Subtotal 1 1 1982 Revision Revisions Subtotal Contra 11 er -- --
A. t·\:1jor T~yes 

Bank and Corporation S3,077b $248 -$303 -$255 -$50 -$lOl -$401 -$2 $35 $33 $2,fA9 

Persona 1 Incooe 7,435 100 -1M -97 65 -10 -126 -1 185 -10 174 7,483 

Salp.s and Use 8,001 -41 -359 -140 -25 -40 -605 -26 179 153 7,:149 

All Other 1,564 -98 -49 17 -15 --145 -1 _46c -47 1,372 . 

Subtotal, ~ajor Taxes $20,077 $209 -$895 -$475 -$10 -$167 -$1,338 -$29 $399 -$56 $314 $19,053 

I B. Interest Inccrre 327 48 -61 22 9 -3 -3 333 -P> 
N 
I 

C. Other Revenue 402 -4 95 -30 -27 34 17 3 20 456 

Subtota l, Revenues $20,805 $254 -$861 -$475 -$40 -$172 -$1,294 -$12 $399 -$56 $331 $19,842 

D. Transfers, Excluding 77 -26 -37 -63 547 322 1~ ffi5 899 
Federal Pevenue Sharing 

.. 
i 

E. Federal Revenue Sharing 180 -$1 -1 179 

Subtotal, Transfers $257 -$26 -$37 -$63 $547 $322 -$1 $16 $884 $1,078 

Tota 1 s, (£nera 1 Fund $21,062 $(54 -$8f>8 -$475 -$40 -$209 -$1,358 $535 $721 -$1 -$40 $1,215 $20,921 
Revenues and Transfers 

a. Details nay not add to totals ClUe to rounding. ,Ildditional details on the revisions sho.-m in this table appear in the 1983-84 Budget: Perspectives and Issues (Table 29, page 
71) or are availahle frun the Legislr:tive Analyst's office. 

b. Revenue figure treats r.ertain transfers to special funds under flB 66 (Gh 1150/79) as Ceneral Fund revenue, consistent with how the Controller treats these transfers. See 
footnote "a" arove. 

c. Includes revisions to horseracing revenues (-$4 million) and inheritance and gift. tax revenues (-$13 million), plus a $31 million insurance tax refund due to a court case 
associated with the elimination of the prinCipal office deduction (Pro~sition 6, June 1976). . 

d. Includes $11 million from Fair and ExpoSition FUnd. 



Table A-I0 

His tory of Departrrent. of Finance General Fund Igcare Estirrat.es for 1982-83 
(millions of dollars) 

Adjustments Related to Other Factors Acb.;a 1 
Adjustnents Related to T echnica 1 Reestirrates Totals as 

Original and Econanic Forecasting Revisions by the De~rtrrent 1982 Repor-...ed by 
Estirrate Ba llot L~islation Controller's the State 

Incare Cateqory Way 1981) January 1982 March 1982 rl1y 1982 January J983 June 1983 January 1984 Subtotal Initiatives 1001 1982 1983 Revisions Subtotal Controller - -
A. t-'ajor Taxes 

Ban~ and Corporation $3,755 -$334 -$330 -$325 -$235 -$129 -$29 -$1,382 $34 $75 $54 $163 $2,536 

Persona 1 lncare 8,670 -659 -195 -40 -346 270 123 -847 -$222 -1 68 45 -110 7,713 

Sa 1 es and Use 9,060 -465 -2!Xl -40 -S27 18 13 -1,591 140 34 174 7,643 

All Other 1,558 -63 10 -3 40 10 -6 -145 22 2'll $31b 135 1,687 

Subtota 1, ~1a,ior Taxes $23,043 -$1,521 -$805 -$400 -$1,368 $169 $107 -$3,826 -$367 $55 $510 $133 $31 $362 $19,579 

I B. Interest Inc(J1E 375 -71 -74 30 -7 -122 253 -r:» 
w 
I 

C. Other Revenue 397 139 __ 1_3 -27 5 130 132 1 133 660 

Subtota 1, Revenues $23,815 -$1,453 -$805 -$400 -$1,429 $172 $105 -$3,818 ~$367 $55 $642 $133 $32 $495 $20,492 

D. Transfers EO -53 -16 12 -7 -64 449 297 -3 743 739 ---

TotAls, C~neral Fund $23,875 -$1,506 -$805 -$400 -$1,445 $184 $98 -$3,882 -$367 $55 $1,091 $430 $29 Sl,238 $21,231 
RevErues and Tronsfers 

a. Details rray not add to totals due to rounding. First budget estirrate (January 1982) excludes an adninistrative proposal to raise revenues by approxirrately $1.2 billion. />dditional details on 
the revisions shown in this table appear in the 1984-85 Bud~et: pers~t;ves and Issues (Table 30, page 77) or are available fran the Legislative Analyst's office. 

b. Reclassification of an insurance tax refund, as a claim agalnst 1981- revenues instead of 1982-S3 revenues, associated with a court case involving the principal office deduction initiative 
(Proposition 6, June 1976). The $31 million revenue loss due to this court case had been incorporated into the January 1982 insurance tax revenue estirrate for 1982-83. 

('\ o 
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Table 1'-11 

History of Departrrent of Finance General Fund Iocme Estinates for 1~-84 
(millions of doliars)O 

Adjustments Related to Other Factors 
Pd,iustrrents Related to Technical Reestinetes Ca.d 

Ol"ioina 1 and Econanic For-ecasting Revisions b~,,!b.~_Qq~r1:lTEnt Cases and Totals 
Estillete ~slai~ Federal as of 

Ir.care Cat~~ (,June 1982) ,January 1~3 April l~ June 1983 January 1984 May 1984 June 1984 Subtotal Law Changes Subtotal June 1SB4 -- --
A. ~'ajnr Taxe~ 

8ank and Corporation ~3,240 -$440 $55 -$40 $288 $5 -$40 -$172 $45 -$5 $92 $132 $3,200 

Persona 1 InC(rre 8,810 -210 -56 310 -140 185 70 159 236 -5 231 9,200 

.sales and Use 9,475 -1,022 -103 51 150 75 30 -819 24 24 8,Effi 

All Other 1,290 -170 -6 1 -13 22 4 -162 8 8 1,12[' 

Subtota l, ~1ajor Taxes $22,8]5 -$1,842 -$110 $322 $285 $288 $64 -$993 $313 -$10 $92 $395 $22,216 

I B. Interest Incroe 350 -96 -19 5 12 8 -90 260 ~ 
~ 

I 

C. Oth€t' Revenue 500 70 13 -26 -4 53 227 227 700 

Subtotal, Revenues $23,605 -$1,868 -$110 $316 $290 $274 $68 -$1,030 $540 -$10 $92 $622 $23,256 

D. Transfet'3 5 4 -6 -1 -3 440 28b 4E8 470 

Totals, (€nernl Fund $23,670 -$1,868 -$110 $320 $284 $273 $68 -$1,033 $900 $18 $92 $1,090 $23,727 ;. 

Revenues and Transfers 

a. Details ney not add to totals due to rounding. First budget estinete (,January 1983) excludes an administrative proposal to raise revenues by approxirretely $675 million. 
fc,ditional details on the revisions shown ir: this table appear in the 19PA-85 Budoet: Perspectives and Issues (Table 33, page 82) or are available fmn the Legislative 
Ar~lystrs office. 

b. This arrount, v.hich represents transfers to the (;eneral Fund fran the COFPHE fund under ftB lXX, has been treated as a negative expenditure by the Departrrent of Finance. 



Table A-12 

History of Deparl:rent of Finance General Fund Incme Estirretes for 1~-P.5 
{mill ions of dollard 

Adjusbrents Related to Other Factors 
Interest 

Earnings fran 
.:;:: . Adjustrents Related to Technical Reestinates and Short-tenn 

F i l"S t Budget Economic Forecasting Revisions b~ the De~rtment ktiOll on External Totals 
Est ilfau: thG 1984 BoY'Y'(J.>l~ as of 

IncarE' Cat~ (,Janua2 1984) M3y 1984 June 1984- Jui~ 1984- Subtotal Budget Act prog Subtotal June 1924 

A. ~iaj(1r Taxrs_ 

Bank and r~rporation $4,290 -$370 $80 -$25KJ $4,000 

Persona 1 IncOle 9,860 140 -70 93c 163 10,023 

Sa 1 es and Use 9,600 110 -110 $5 $5 9,605 

All Other 1,232 28 6 34 1,266 

Subtotal, f'Aajor Taxes $24,982 -$92 -$94 $93 -$93 $5 $5 $24,894 
I 

-+::> 
(J1 
I B. Interest Incare 285 42 3 45 $68 68 398 

C. Other Revenue 530 -14 -14 516d 

Subtotal, Revenues $25,797 -$64 -$91 $93 -$62 $5 $68 $73 $25,8(8 

D. Transfers ?9 -3 -3 3 3 28 

Totills, Gef1('t'al Fund $£'::;,876 -$67 -$91 $93 -$65 $' $68 $75 $25,836 
Revenues and Transfers 

a. tktai I s nay not add to to~a is due to rounding. 
b. These gains are partially offset by the interest costs of short-tenn external bornNIing. 
c. Includes $70 million reflecting a cmpranise betv.een the GJvemor and the Legislature. 
d. Includes a $5 mill ion overstatement by tLe department of tidelands oil revenues. 
e. Represents net effect of legislative changes ($38 million) and Governor's vetoes (-$31 million). i I 

I, 

r. _0 
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APPENDIX B 

HISTORY OF DEPARTMENT OF FINANCE 
ECONOMIC FORECASTS 

1973 THROUGH 1985 
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Table B-1 

History of De~\liiJTent of Finance Ecommie Forecasts for 1973a 

First Budcet First t1ly St>cond BucJ9€t Secor.d ~-zy Third Budget 
EstiflBte Revisirn Estinate Revision Estirmte 

Actual b Econemic Variable (Janua~ 1972) (Mly 1972) (january 1973) J!3Y. 1973) (Janua~ 1974) 

A. National Variables: 

Gro.vth in real G'iP (~Ic) 3.7% 4. lX, 6.1% 6.4% 5.9% 5.8% 

ConslJll?r price inflation (%) 4.5% 4.1j;. 3.4~~ 4.4% 6.1% 6.2~'{, 

Civilian ecplQvment (000) 82,677 (2.2%) 82,840 (2.2"';;) 83,820 (2.6%) 83,910 (2.7%) 84,E (3.3%) 85,064 (3S{) 

IJn'3TPkyr.ent rate (j.:,) 5.1% 5.4% 5.2% 5.O'h 4.8% 4.9% 

Private housinQ starts 
(mill ion5 of-units) 

1.78 (-8.0%) 2.10 (-12.5%) 2.10 (-11.0%) 2.20 (-6.n~) 2.08 (-11.6%) 2.04 (-13.2%) 

AutmDbile sa lrs (Hlill ions NA NA NA NA 11.8 (7.8%) 11.4 (4.4%) 
of units) 

Before-tax corporate profits $106.2 (9.8%) $100.5 (11.3%) $107.5 (13.9%) $114.5 (21.4%) $125.9 (28.5%) $125.6 (24.9%) 
(billions $) 

B. California Variables: 
I 

+:> 
Personal inccrre (billions $) $HB.7 (7.7%) $110.4 (8.9%) $111.5 (9.1%) $111.7 (9.5%) $112.0 (9.7%) $114.7 (10.1%) "'-J 

I 

Civil iiln arplo.\'Ifent (COO) 8,370 (2.3%) 8,405 (2.4%) 8,535 (2.8"10) 8,560 (3.0%) 8,742 (5.2"h) 8,285 (3.6%) 

IJr.e;plOj1TEnt l'ate (%) NA NA 5.4% NA 5.1% 7.0% 

WaCj€ and salary arplo.went (000) NA NA 7,450 (3.3%) NA 7,656 (6.0%) 7,622 (5.7%) 

Consumer price inflation (%) 4.5% 4.1% 3.5% 4.7% 5.8% 5.8~; 

Il.ousing pemits (sinqle & 160 (-27 .3%) 170 (-38.2%) 220 (-21. 4%) 225 (-19.3%) 225 (-19.1%) 216 (-22 .7%) 
nliltiple units, thousilnds) 

Automobile sales (thousands 1,025 (-2.4%) NA 1,110 (1.9%) NA l,B) (5.0%) 1,167 (8.9%) 
of units) 

Taxable sales (rrrlllions $) $53,CXXJ (6.3%) NA $60,320 (11.8%) NA $61,030 (13.6%) $61,738 (14.9%) 

Corporate profits (rrrlllions $) NA NA $9,400 (11.7"h) NA $10,000 (10.5%) $10,694 (20.4%) 

a. Figures in parentheses represent estirrated annual percentage changes in variable values. 
b. Actual values as reported in the 1984 Econemic Report of"the President and/or the 1984 Ecanemic Report of the Governor. In sore instances, actual data 

values and sore forecast revisions rray reflect certain revisions in variable definitions iJ]iCh are not reflected in earlier forecasts. 

r. .',...-.. .. '\. 
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Table 8-2 

history of Departn:nt of Finance Econanic Forecasts for 1974a 

F i t"st E'udaet First ~'ay Secor~d tudget Second f'tay Th i nJ Budqet 
EstilTllte Revisial EstilTllte Pevision Estilrl3te 

Actual b 
Econcmic Variable (Janua r;v 1973 t Way 1973) (January 1974) (t<'I3y 1974) (January 1975) 

A. National Variables: 

Gra...th in rEal G'lP (;~) 4.4% 2.8% 1.6~f -0.2% -2.0% -0.6% 

Cor>surer price inflation un 3.6'); 3.6% 6.2% 10.4% 11.2"h 11.0% 

Civilian arplo;lll"nt (OCO) 85,500 (2.0%) 85,470 (1.9%) 85,200 (1.0"':) 86,4(0 (2.4%) 86,200 (2.1%) 86,7~ (2.0:<) 

Linarplovr.ent rate (%) 5.0% 5.0% 5.9'.£ 5.4% 5.5% 5.6% 

Private housing starts 2.03 (-4.7%) 2.00 (-9.1%) 1.76 (-15.6%) 1.70 (-16.9%) 1.36 (-33.5%) 1.33 (-34.8%) 
(mi1licns ('f units) 

Jlut010bile salps (millions NA NA 10.8 (-8.9%) 9.8 (-14.9%) 9.0 (-22.1%) 8.8 (-22.8%) 
of units) 

Before-t(.x corp:Jrate profits $115.0 (7.O"h) $116;9 (2.1%) $121.2 (-3.7%) $137.0 (8.6%) $144.6(17.8%) $136.7 (8.8%) 
(bill ions 5) 

B. Califol11ia Variables: 
I 

-Po 
Persona 1 incOle (bill ions $) $121.0 (8.5%) $120.0 (7.5%) $120.0 (7.1%) $121.9 (9.2%) $124.3 (9.3%) $128.1 (lU%) 00 

I 

Civil ian BJ1jJ1C'yrent (000) 8,750 (2.5%) 8,735 (2.0%) 8,865 0.4%) 8,320 (1.7%) 8,355 (2.2%) 8,637 (4.2%) 

Unerployrrent rate (~;) NA NIi. 5.9% tJA 7.8% 7.3% 

Wage ilnd salary Elll1lo]11ent (000) NA NA 7,700 (1.6%) 7,862 (3.O"h) 7,825 (2.5%) 7,834 (2.8'i~) 

Consumer price inflation (%) 3.6% 4.0% 6.1% 9.4% 10.6~~ 10.2% 

ihlsinq IkYlllit.S (single & 175 (-20.5%) 200 (-lU%) 20J (-11.1%) 175 (-19.7%) 123 (-43.6%) 129 (-40.2%) 
rrultiple units, thousands) 

IiJtarobile sales (thousands 1,100 {O%} NA 1,015 (-lO.2"h) NA 840 (-21.9%) 83{ (-28,8':,;) 
of units) 

Taxable sales (mill iens $) $64,320 (6.6%) M $63,415 (3.9%) NA $68,400 (10.8%) $68,071 (10.3%) 

COY'JX)rate profits (mill ions $) NA riA $10,000 (0%) NA $11,600 (10.3%) $11,728 (9.7%) 

a. Figures in parentheses represent estilTllted annual pe~entage changes in variable valUeS. 
b. Actual values as repod:ed in the 1904 Ecol101lic Report of the President and the 1984 Econanic RefX;lrt of the Govemor. 

In sare instances, actual data values and serre forecast revisions ilI3y reflect certain revisions 1n variable definitions 
v.hich are not It'flected in earl ier forecasts. 

c. Asserrbly Bill 505 (Chapter 1010, Statutes of 1973) revised the treatrrEnt of certain noncarrper trucks such as pickups, 
causing a one-time perr.vnent downward shift in car sales ·totals. 



Table B-3 

History of iJepartrent of Finance Ecconnie Forec<:sts for 1975a 

Firs t Budc.et First J'Aay ~.econd Budget Second fv'ay Third Budoet 
Estiriate Revision Estirmte Revision Estirmte 

Actual b 
Econrnric Variable (Janua~ 1974) (Mly 1974) (January 1975) (tIa~ 1975) (Janua:1 1976) 

A. National Variables: 

Gro.<lf:h in rea 1 G'IP (~i,) 3.7% 3.9% -2.2% -4.4% -3.0% -1.2% 

ConsU'er price inflation 0:) 5.O'k 6.5~:' 10.3% 8.m; 9.3% 9.1'~ 

Civilian €Irployrent (GOO) 87,050 (2.2%) 88,550 (2.5%) 86,200 (0;(.) 84,600 (-1.6%) 84,850 (-1.3%) 85,846( -1.1%) 

Unerplo:,11'€nt retE (%) 5.8% 5.3% 7.1% 8.70,; 8.5% 8.5~; 

Private housing starts 
(r.nllions of units) 

2.00 (13.6%) 2.00 (17.6%) 1.35 (-0.7%) 1.10 (-17.8%) 1.15 (-14.1%) 1.16 (-12.8%) 

P\Utarobilc sales (mill ions 11.0 (2.3%) 10.7 (9.7%) 10.0 (17.7%) 7.9 (-11.2%) 8.8 (-1.1%) 8.5 (-3.4%) -;.t\: .. 

of units) 

Before-tilx corporilte profits $129.5 (6.9%) $142.0 (3.6%) $121.0 (-16.3%) $112.0 (-20.4%) $121.5 (-13.7%) $132.1 (-3.3');) 
(bill ions S) 

I 
B. California Variables: 

:::, 

" Persona 1 incOlE (bi 11 ions $) $129.7 (8.1%) $133.4 (9.4%) .$136.0 (9.4%) $135.2 (7.f.%) $137.1 (8. n;) $141.0 (10.17;) 
I 

Civil i,ln EfPploYlfcnt (00.')) 9,000 (2.4%) 8,575 (3.1%) 8,360 (0.1%) 8,550 (0.3%) 8,505 (-0.2%) 8,597 (-0.5%) 

UoolploJrf'nt rate (:Yo) NA NA 9.3~~ 9.8% 9.9% 9.9% 

Wage and salary arplo}\Il~nt (000) NA 8,153 (3.7%) 7,825 (m) 7,860 (0.4%) 7,816 (-0.2%) 7 ,847 (0.2j~.) 

Conslrpr price inflation (%) 5.0% 6.6% 10.8% 9.9% 10.5% 10.4% 

H0\.rsing r;:>rrnits (single & 220 (10.0%) 200 (14.3%) 115 (-6.5~.) 115 (-10.2%) 135 (5.5%) 13? (1.9n 
[1lJltiple units, thousnnds) 

Autambile sa les (thousands 1,075 (5.9%) NA liS (-7.7%) 775 (-6.6X,) 825 (-0.7%) 800 (-2.7%) 
of units) 

Taxable sales (millions $) NA NA, $73,200 (7.9%) $72,240 (6.0%) $73,675 (8.2%) $73,476 (7.9%) 

COY'jXlrate profits (Gli1lions $) NA NA $10,400 (-11.0%) $10,400 (-14.8%) $11,400 (-4.1%) $12,314c (5.m;) 

a. Figun~s in pare!ltJ1~es represent estin-eted annual percentage changes in variable values. 
b. Actual values as reported in the 1984 Econanic Report of the President and the 1984 Econ(mic Rerx.>rt of the Governor. 

In SOlE instances, actual data viilues and SOle forecast revisions nny reflect certain revisions 1n variable definitions 
v.hich are not reflected in earl ier forecasts. 

c. Data prior to 1975 not strictly cOl1J3rable, due to statutory chan£es goveming depreciation. 

o 
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Tahle B-4 

History of DeflilrtJrent of Finance Ecanonic Forecasts for 1976a 

First Budr.et Fi rst 113y Secor.d Budget &>ccnd r/ay Th it'd Budget 
Estirrate Pevision Estim'lte Revision Estirrate 

Actual b Economic Variable (Janua~ 1975) (r'l'l,Y 1975) (Janu0!1: 1976) (f<'ay 1976) (Janua!1: 1977) 

A. National Variables: 

Grcwth in real G'1P (5;) 5.9% 6.3% 5.4% 6.0% 6.3% 5.4% 

ConSlftT price inflation (;!,) 6.9'.1> 5.6% 6.9'10 6.0% 5.9% 5.8% 

Civil ian enplOYflpnt (00:1) 1:'8,350 (2.5~,) 87,600 (3.6%) 87,400 (3.0%) 87,500 (3.2%) 87,500 (3.2%) 88,752 (3.4%) 

Unarplo)llrent rate U!') 6.5% 7.7% 7.fr!. 7.3% 7.6% 7.7% 

Private housinq starts 
(11ill ions of units) 

1. 75 (29.6%) 1.58 (43.2%) 1.45 (26.1%) 1.50 (29.3%) 1.54 (32.8%) 1.53 (31.9%) 

{~tarobile sales (mill ions 10.0 (17.7%) 9.5 (20.3%) 10.0 (13.6%) 10.2 (14.6~~) 10.2 (18.6'1,) 10.0 (17.6%) 
0f units) 

Befol1~- tax corp0rate profits $132.0 (9.1%) $135.0 (20.5%) $145.0 (19.3%) $148.0 (26.4%) $147.5 (28.8%) $166.3 (25.9%) 
(bill ions S) 

I 
B. California Variables: 

Ul 
0 Persona 1 incare (hill ions $) $150.5 (lO.m $148.4 (9.fr!.) $151.0 (10.2%) $153.4 (10.9%) $154.0 (10.6%) $156.9 (11.3%) I 

Civil ian ffilJlo,Yfl-ent (000) 8,675 (3.8%) 8,850 (3.5%) 8,750 (2.9%) 8,710 (3.0%) 8,595 (1. 7%) 8,989 (4.6%) 

Url31Tllo.wr:nt rate (~Q) NA 8.8% 9.2% 9.0% 9.6% 9.2% 

WaY" & solary ffilJ lc~\IIrent (ooo) 8,120 (3.8%) 8,090 (2.9%) 8,050 (3.0%) 8,150 (3.7%) 8,137 (3.fr!.) 8,154 (3.9%) 

Consurer price inflation (~O 6.9% 5.6% 7.6% 5.9% 6.1% 6.3% 

Hoosing permits (sir>gle & 175 (52.2%) 175 (52.2%) 175 (29.6%) 190 (43.9%) 215 (62.9%) 222 (68.5%) 
nultiple units, thousands) 

Automobile sales (thousands NA 915 (18.1%) 935 (13.3%) 950 (17.6?~) 910 (12.6~~) 917 {13.5%) 
of units) 

Taxable sales (mnllions $) $82,300 (11.5%) tro,500 (11.5%) $81,990 (11.3%) $82,600 (12.4%) $83,500 (13.6%) $83,822 (14.1'~) 

Corporate profits (millions 5) ~IA $12,200 (17.3%) $12,900 (13.2%) $13,900 (20.9%) $14,442 (18.9''') $15,424 (25.3%) 

a. Figures in parentheses represent estiwated annual percentage changes in variahle values. 
b. Actual values as reported in the 1984 Econonic Report of the President and the 1984 Econonic Refl<?rt of the Governor. 

In same instances, actual data va'-ues and sanE forecast revisions may reflect certain revisions 1n variable aefinitions 
I'ilich are not reflected in earl ier forecasts. 



Table 8-5 

HistClY of Depati.rrent of Fir\1~lCe Econanic Forecasts for 1971' 

Fir.;t Budget Fir'sl: t'lav Second Budc;et Second f'/ay Third 8udget 
Estin'iite Revision' EstillB1:e Hevision Estinate 

Actual b Econa;;ic \fariilble (Janua!1: 1976 t (f>iat 1976) (Janua!1: 1977) (fv'et 1977) (Janua!1: 1978) 

A. National Variables: 

Gmlth in real GNP (%) 5.4;~ 5.4~! 4.8~~ 4.81; 4.9% 5.5% 

Conslner price inflation (%) 5.5r 6.o;~ 5.4% 6.4% 6.5% 6.5'% 

Civil ian (mplo)nent (COO) 90,200 (3.2%) 89,950 (2.8%) 90,100 (3.0%) 90,100 (3.0%) NA 92,017 (3.7%) 

Unrop 1 oyment rate (~:') 6.6% 6.4% 6.9% 7.2% 7.1% 7.1% 

Private housing starts 
(millions of units) 

1.70 (l7.2%) 1.85 (2337.',) 1.75 (13.6%) 1.90 (23.3%) 1.93 (25.6%) 1.96 (28.1%) 

Jlutorrobile sa les (mill ions 11.0 (10.0%) 11.0 (7.SOh) 10.8 (5.9%) 11.0 (8.9%) 11.4 (12.4%) 11.0 (lO.(m 
of units) 

BefC're-tax CQllJOrate prnfits $168.0 (15.9%) 
(bill ions $) 

$164.5 (11.2%) $167.0 (13.2%) $171.0 (15.5%) $170.2 (8.5%) $194.7 (17.1%) 

I 
B. Califomia Variables: 

Ul 
....... Persona 1 incare (bill ions $) $167.4 (lO.Wk) $169.5 (10.5%) $169.5 (10.1%) $172.4 (11.4%) $173.2 (12.5%) $175.7 (12.0%) 
I 

Civil ian Eflploy.rent (ooo) 9,000 (3.8%) 9,roJ (3.3%) 8,845 (2.~;) 9,140 (3.6%) 9,200 (4.3%) 9,512 (5.8~;) 

Uoorp loyrent rate (~~) 7.9% 7.9% 8.4% 7.9% 7.6% 8.2% 

~)age & salary arplojlTPnt (ooo) 8,335 (3.5%) 8,400 (3.1%) 8,430 (3.6%) 8,480 (4.4%) 8,509 (4.8%) 8,600 (5.5~;) 

Consumer price inflation (%) 5.6% 5.7% 5.9% 6.9% 7.0% 7.1% 

Housing pertJ1fts (single & 
rrultiple units, thousands) 

?IO (20.m.) 230 (21.1%) 240 (11.6%) 290 (31.2%) 275 (24.4%) 271 (21.9~~) 

Automobile sales (thousands 1,030 (10.2%) 1,030 (8.4~b) 990 (8.8%) 1,025 (11.8%) 1,145 (24.9%) 1,123 (22.5%) 
of units) 

Taxzble sales (millions $) $90,440 (1O.3%) $91,800 (11.1%) $92,525 (10.8%) $94,800 (13.1%) $99,760 (19.0%) $99,482 (18.7%) 

Corporate profits (r.nllions $) NA $15,400 (lo.m) $16,200 (12.2%) $16,c:ro (12.0%)) $18,150 (17.7%) $18,830 (22.1%) 

a. Figures in parentheses represent estinated annual percentage changes in variable values. 
b. Actual values as reported in the 1984 Econemic RePOrt of the President and the 1924 Econemic Report of the Governor. 

In SaTe instances, actual data va lues ana sare forecast revlsions may reflect certain revisions in variable definitions 
W1ich are not reflected in earlier forecasts. 

r··· r" " " 
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Table 8-6 

History of Depilrtment of Finance [ct"1(lnic Forecasts for 1978" 

First Cucr,€t First ~13y Second Budget Second I-ay Third Budget 
Est kate Revision Estirrat€' Revision Estio'Ote 

Actual b EC()ll(T.lic Variable (January 19m (~~y 1977) (Janua!l 1978) (M3y 1978) (Janua~ 1979) 

A. r.ational Variables: 

Gro.·:th in real Gl'JP (~!,) 4.9~~ 5.0% 4.8% 3.9'X, 3.9% 5.m; 

Consu0l2r pt'ice inflatim (%) 4.9'!i 5.3% 6.3% 6.4~; 7.7% 7. r~ 

Civil ian E:mploYIfl;nt (00) 92,650 (2.8%) 92,730 (2.9%) NA 93,800 (3.6%) 94,225 (4. J%) 96,048 (4.4%) 

UnEJll! 1 QYl1I'nt ra te (n 6.2% 6.7% 6.7% 6.2% 6.1°~ 6.1% 

Private housinq starts 
(r.lillions o(units) 

1.80 (2.9%) 1.93 (1.6%) 1.90 (1.7%) 1.83 (-8.2X,) 1.97 (-O.9'!;) 2.00 (2.0"";) 

Autarobile sales (mill ions 10.8 (If,s) 10.6 (-3.6~~) 11.2 (-1.3%) 11.0 (-1.9%) 11.3 (0.9%) 11.2 (l.8"k) 
of units) 

Ilefore-tdx corporatE' profits $181.5 (8.7%) $185.5 (8.5%) $190.5 (11.9%) $188.0 (9.6%) $201.0 (15.6%) $229.1 (l7.7X) 
(bill ions $) 

I B. California Variables: 
Ul 
N Persnn-31 incoo-e (billions $) $186.2 (9.8%) $190.0 (10.2%) $191.8 (10.7%) $193.9 (12.5%) $197.4 (14.0%) $200.7 (14.2%) I 

Civil iiln alplo}1T€nt (roo) 9,070 (2.5%) 9,375 (2.6%) 9,515 (3.4%) 9,905 (6.3%) 9,824 (5.6%) 10,135 (6.5%) 

IJI'1€I1'p1o)'!rent rate (";,) 7.4~: 7.4~b 7.2% 7.4% 7.2% 7.1% 

Wac;€ & salary 61Vloy!rent (000) 8,700 (3.2%) 8,725 (2.9".6) 8,815 (3.6~~) 9,]23 (6.4%) 9,239 (7.6X.) 9,200 (7.0%) 

ConSIF.£>r price inflation (%) 4.9% 5.2% 6.1% 6.7% 7.8% 8.1% 

Housir.g J:€nnits (single & 275 (14.m:) 260 (-10.3%) 235 (-14.5%) 235 (-13.0".6) 237 (-12.3%) 244 (-9.9"10) 
ITUltiple units, thcusands) 

Automobile sales (thousands 9SU (0%) 985 (-3.9%) 1,100 (-3.9%) 1,200 (6.9%) 1,170 (4.2%) 1,185 (5.5n 
of units) 

Tilxab 112 sales (mill ions $) $101,430 (9.6%) $103,700 (9.4%) $110,390 (10.7%) $111,700 (i2.3%) $113,875 (14.5%) $113,468 (14.1%) 

Corporate profits (r.rlllions $) NA $18,400 (8.9".6) $19,965 (10.0%) $20,500 (10.4%) $22,600 (19.9%) $23,247 (23.5%) 

a. Figures in parentheses represent estirrated annual percentage che>nges in variable values. 
b. Actual values as reported in the 19PA Eccmnic Report of the President and the 1984 Econonic RefX?rt of the Governor. 

In sore instances, actual data va lues and sore forecast revlsions may reflect certain revlsions 111 variable definitions 
\\hich are not reflected in earl ier forecasts. 



Tat->le 8-7 

History of Dep<1YiTIPl1t nf Fin"mce Econonic Forecasts for 1979a 

Urdate of 
Firs t 8udcjet Fir'st ~1ay Seemd L<udget Seer·rod t<'ay Second t11y 

Estim'lte Revision Estil113te Revision Revision 
ECOlinnic Variable (Januart 1978) (f.103,)' 1978) (Janua Y'i 1979) (t11~ 1979) (June 1979) 

A. National Variables: 

Gmlth in real C1'jP (~) 4.5% 3.8% 2.1% 2.1~ 1.8% 

Consurer pt'ice inflation (%) 6.a% 6.3"1, 8.3% 10.n 10.6% 

Civil ian HlplojlTPnt (COO) NA 96,095 (2.5%) 95,740 (1.6%) 96,728 (2.5%) NA (2.3%) 

UnEmJlo.VI1pnt rate (r,) 6.9% 6.3"h 6.8% 6.0% 6.3i 

Private hnl!5inq st.art:s 1.77 (-7.1%) 1.77 (-3.3%) 1.75 (-11.2%) 1.6;;' (-19.0%) 1.56 (-22.3%) 
(r.lilli(l!1s nfunits) 

Autcr.nbile sales (nrillions 10.6 (-5.4%) 10.7 (-2.7%) 10.4 (-8.0%) 10.9 (-3.O"k) 10.8 (-4.2%) 
of units) 

BefOnP.-tax corporate profits $206.0 (8.1%) $208.0 (10.6%) $209.0 (4.O"k) $222.3 (10.1%) $231.3 (14.5%) 
(billions $) 

I B. \~lifonriia Variahles: c..n 
0,) 
I Personal income (billions $) $211.5 (10.3%) $214.6 (10.7%) $223.2 (13.0%) $222.0 (12.6%) $221.6 (12.3%) 

Civil ian arploj1Tpnt (COO) 9,000 (3.O't) 10,330 (4.3"h) 10,074 (2.5%) 10,306 (4.3%) 10,092 (2.2%) 

l'll€fl1plojl1ent rate (%) 6.9% 6.9% 7.O"t 6.6% 6.7 

Wage & salalY aJTllo)~ETlt (000) 9,095 (3.2%) 9,438 (3.5%) 9,550 (3.4%) 9,666 (4.6%) 9,590 (4.0%) 

Consurrer pl'ice inflation (%) 6.0% 6.3% 6.8% 9.0% 10.4% 

!-bus i lig pel111itS (sing] e PI 2~1.l (-2.1%) 220 (-6.4~~) 190 (-:19.8';';) 190 (-19.8%) 190 (-19.8%) 
nu lt i P 1 e un; ts, thousiJr,ds) 

Autcr.dJile sales (thousands !,050 (-4.5%) 1,150 (-4.21,) l,em (-7.7%) 1,131 (-4.6%) 1,140 (-3.8"h) 
of units) 

Taxable sales (rrrillions $) $120,305 (9.0':?) $123,000 (10.1%) $126,900 (11.5%) $128,500 (13.2%) $129,200 (13.8%) 

Corporate profits (millions $) $21,562 (8.0'~) $22,800 (n.n) $24,300 (7.7%) $26,200 (12.9%) $27,100 (16.6%) 

a. Figures in parentheses represent estinated annual percentage changes in variable va lues. 
b. Actual values as rejXlrted in the 1SB4 Econcr.1ic Report of the President and the 1984 Econonic Rep?rt of the Governor. 

In scr.e instances, actual data values and scr.e forecast revisions may reflect certain r~visions ln variable definitions 
l.Jlich are not refleeted in earl ier fOY'P.Casts. 

() r·, 
"-", () 

Third 8udget 
Estirrate 

(January 1900) 

2.0% 

11.3"~ 

96,901 (2.7%) 

5.8':~ 

1.75 (-13.0%) 

10.6 (-6.4%) 

$233.5 (13.6%) 

$226.5 (13.8%) 

10,248 (3.8%) 

6.2 

9,681 (4.9%) 

10.7% 

212 (-13.1%) 

1,140 (-3.sc~) 

$131,100 (15.5%) 

$26,340 (13.7%) 

-- -- - .. ~ "-'-~-'--"-"-

Actual b 

2.8% 

11.3% 

98,824 (2.9%) 

5.8% 

1.72 (-14.0%) 

10.6 (-5.4%) 

$252.7 (10.3%) 

$2L9.3 (14.3%) 

10 ,565 (4.2%) 

6.2~; 

9,665 (5.1~) 

10.8% 

210 (-13.8);) 

1,127 (-4.8%) 

$131,678 (16.0%) 

$25,337 (9.0",b) 

,..-" 
. i : I 
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Table B-8 

History of Departrrent of Finance Economic Forr:casts for 1980a 

, .::r .. ~; 

UJXlate of 
Firs t Budget First f'1;jy First ~1ay Second Budget Second r~.ay Third Budget 

Estirrnte Revision Revision Estirrnte Revision Estir.'Bte 
Actual b Economic Variable {January 1979) (f'1;j~ 1979) (June 1979) (Janua!2': 1900) (Ma~ 1900) (Janua!2': 1981) 

A. National Variables: 

Gro.·Jth in real CllP (%) 3.7?1, 1.6% 1.2% -1.8?f -1.1% -0.7% -0.3% 

ConslllEr price inflation (%) 6.8':1, 9.1% 9.2% 11.6% 14.0% 13.6% 13.5% 

Civilian employment (000) 98,300 (2.7%) 98,002 (1.4%) NA 97,077 (0.2%) , 97,096 (0.2%) 97,246 (0.3%) 99,303 (0.5%) 

Unamlo}flent rate (%) 6.6% 6.6% 7. I?!, 7.6% 7.4% 7.2% 7 .1~6 

Private housinq starts 
(millions o( units) 

1.90 (8.6%) 1.64 (0.9%) 1.49 (-4.5%) 1.32 (-24.2%) 1.01 (-41.5%) 1. 28 (-25.8%) 1.:Il (-24.4%) 

ktarooile sales (millions 11.0 (5.8%) 10.8 (-1.1%) 10.4 (-3.3%) 
of units) 

9.7 (-8.6%) 9.0 (-16.0%) 9.0 (-15.5%) 9.0 (-15.1%) 

Before-tax corporate profits 
(bill ions $) 

$236.0 (12.9%) $208.2 (-6.4%) $223.4 (-3.4%) $214.2 (-8.3%) $240.0 (1.4%) $230.2 (-2.7%) $234.6 (-7.1%) 

I 
(J1 B. California Variables: 
+::> 
I 

Personal incone (billions $) $246.5 (10.5%) $246.0 (10.8%) $243.5 (9.9%) $251.2 (10.9%) $255.5 (12.4%) $256.6 (12.5%) $259.6 (13.2%) 

Civil ian erployrnent (000) 10,501 (4.2%) 10,671 (3.5%) 10,323 (2.3%) 10,443 (1.9%) 10,404 (1.1%) 10,432 (1.4%) 10,793 (2.2%) 

Unemplo.Ylrent rate (%) 6.8"~ 6.9% 7.4% 7.6% 7.3% 6.8% 6.8"'; 

Wage & salary ffTPlojnent (000) 9,850 (3.1%) 9,949 (2.9%) 9,740 (1.6%) ~,812 (1.4%) 9,885 (2.1%) 9,844 (1.7%) 9,852 (l.9"h) 

ConsunEr price inflation (X) 7.1% 8.3% 9.1% 11.7% 16.4% 15.7% 15.5% 

Housing pennits {single & 215 (13.2%) 215 (13.2%) 210 (10.5%) 
ITU 1 ti P 1 e uni ts, thousands) 

165 (-22.2%) 130 (-37 .6%) 140 (-32.8%) 145 (-31.m:) 

l\ltombile sales (thousands 1,150 (6.5%) 1,175 (3.9%) 1,150 (0.9%) 1,070 (-6.1%) 970 (-13.9%) 950 (-15.7%) 961 (-14.8%) 
of units) 

Taxable sales (millions $) $141,000 (11.1%) $145,100 (12.9%) $145,100 (12.3%) $146,400 (11.7%) $146,400 (11.2%) $143,300 (8.8%) $142,759 (8.4%) 

Corporate profits (nnllions $) $27,500 (13.2%) $25,700 (-2.0'';) $27,(XX) (-0.1%) $26,300 (O.O%) $27,500 (5.0'';) $26,600 (5.1%) $25,772 (1.7%) 

a. Figures in parentheses represent estir:ated annual percentage changes in variable values. 
b. Actual values as reported in the 1984 Econonic Report of the President and the 1984 Econonic Rer<?rt of the Governor. 

In sane instances, actual data values and sane forecast revisions rrny reflect certain revisions 1n variable aefinitions 
I'ilich are not reflected in earlier forecasts. 
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Tchle 8-9 

. History of l!epartrrent ~f Fimnce Econanic Forecasts for 19B1a 

Update of 
Firs t 3udcet First ~tv Second Bucget Second Hw Second r'lay Third Budret 

tstirrate Revision' EstinYlte Revision" Revision Estirrete 
Ecoro(l11ic Variable (Janudry 1980) Wat 1980) (January 1981) (t-'ay 1981) (June 1981) (January 1982) 

A. f;atiolla 1 Variables: 

Gnwth in l"Pill (1·IP (n 4.5% 1.0% 1.3% 2. 7~~ 2.8% l.m~ 

ConSUl!?r price inflation 0;) 8.7?t; 11.1% 10.5% lO.3':~ 10.0''& 10.5% 

Civil i2n EfT1Plo:w'E'nt (ooo) 99,724 (2.8';~) 97,534 (0.5%) 98,617 (l.4%) 98,758 (1.5%) 99,110 (1.9%) 98,439 (1.2~;) 

I..oolplo.v.rent rate (%) 7.3% 9.0''>'; 7.8% 7.5% 7.5% 7.5% 

Private housing starts 1.76 (32 .8~~) 1.42 (41.0%) 1.37 (6.9%) 1.42 (8.6%) 1.34 (3.1%) 1.12 (-13.8) 
(mill ion.;; of units) 

hita;r>bile sales (millions 10.5 (8.7%) 10.3 (14.8%) 9.7 {7.4%} 9.7 (6.5%) 9.3 (3.1%) 8.7 (-3.4%) 
of units) 

Before-tax corporate profitsC $254.3 (18.7%) $266.3 (10.9%) $255.7 (11.1%) $287.0 (16.9"h) $253.9 (3.4%) $225.3 (-8.2%) 
(bill ion:; $) 

B. California Variables: 

Persona 1 incare (bill ions $) $281.8 (12.2"k) $286.7 (12.2~&) $287.2 (1l.9%) $289.3 (12.7%) $292.2 (13.2%) $291.1 (lZ.lX) 

Civil'iim arplo}1'T.'nt (OOO) 10,893 (4.3%) 10,683 (2.7%) 10,897 {4.5%} 10,707 {2.5%} 10,734 (2.8%) 10,557 (l.I~) 

Unffiplo.vlrent rate (X) 7.2% 8.4% 6.7% 7.6% 7.3% 7.4% 

\<Jag<-: r. salary f.:f.ploy.rent (ooo) 10,201 (4.0%) 10,030 {1.5%} 10,005 ('Z.4%) 10,101 (2.2%) 10,133 {2.5%} 10,078 (2.0%) 

ConstJrer price inflation (%) 8.3% 10.7% 11.4?; 10.3% 10.4% 11.1% 

Housing IRmlits (single & 230 (39.4%) 185 (42.3%) 175 (25.0%) 155 (6.9%) 155 (6.9%) 109 (-24.3%) 
Il1Jltiple units, thouSClnds) 

ilutamb il e sa 1 es (thouse.nds 1,150 (7.5%) 1,070 (l0.3%) 975 (2.6%) 1,015 (6.7%) NA 930 (-3.2%) 
of units} 

Taxable sales (millions $) $169,400 (15.7%) $169,400 (15.7%) $161,000 (12.4%) $160,000 (12.1%) NA $156,010 (9.3%) 

Corporate plUfits (mill ions $) $31,200 (18.51;) $30,700 (l1.6%) $Z9,7oo (11.7%) $32,000 (5.9%) NA $29,700 (11.9%) 

a. Figures in I'arentnesf's represent estilTated annual percentage changes in variable value:;. 
b. ktual villues as refX)rteO in the 1984 Econonic Report of the President end the 19(4 Econanic Re rt of the CJJvemor. 

In smE instances, actual data vaTues and SalE fOl"ecast revisions r.ay reflect certain revlsions in variab e initloos 
~ich are not reflected in earlier forecasts. 

c. Beginning. with the 1931 incare yml", pre-tax U.S. cOrpG((]te profits .pre reduced because of various federal law changes regarding such factors as 
~preciation schedules. In June 1~, the departln:nt estirreted that these provisions reduced U.S. taxable profits in 1981 by about $6.4 billion. The 
forecast revisiors shown here include on-going adjustments to the originallY-P5timatRd effects of these provisions. 

Actual b 

2.6% 

1O.4~; 

100,397 (loU) 

7.6% 

1.10 (-15.47;) 

8.5 (-5.6%) 

$226.9 (-3.3%) 

$292.1 (12.5%) 

10,937 (1.3%) 

7.4% 

9,9% (1.5%) 

10.9"'; 

105 (-27. ]';,) 

920 (-4.2~;) 

$155,127 (8.7%) 

$23,699 (-s.a;;) 
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". History of D<>partl'ent of Finance Fconanir. Forecasts for 198t 

Update rf lIfl';1ate of 
First [<udget First t1:ly Fir5t t''aj Secor:d Budget Second Budget Second t1:lv Thin.j ~ud9=t 

EstinJte Revision Revision EstiliBte EstinBte Revision' Estkate 
Actual b Econanic Variable (Janua2 1981) Wav 1981) (June 1981) (January 1982) (t-'arch 1982) (tta~ 1982) (January 1983) 

A. National Variables: 

Gro'lth in real (1!P (%) 4.n; 4.17:- 4.1% -O.49! -1.1% -1.1% -1.8% -1.9% 

Consumer price inflation (%) 9.1% 9.20/ 9.1% 8.5% 6.1% 6.1~~ 6.3":' 6.1~ 

Civilian emplo~nent (000) 101,815 (3.2%) 10] ,986 (3.3%) 101,553 (2.5%) 98,7:,0 (0.3%) 99,442 (-1.0%) 99,788 (-0.6~0) 99,6C5 (-0.8%) 99,526 (-0.9%) 

Un01 p 1 O.'>11[>nt l(l te (n 7 .3":~ 7.r:t1o 7.3% 8.4% 9.2')~ 9.2"h 9.6~, 9.7% 

Private housinq starts 1.62 (18.9~.~) 1. 76 (24.4%) 1.78 (32.5%) 1.24 (10.2%) 1.04 (-6.2%) 1.04 (-5.9%) 1.04 (-5.3%) 1.06 (-3.6%) 
(rli 11 ions of units) 

lluwmi:>ile sa les (mill ions 10.5 (8.4%) 10.1 (4.3%) 10.3 (10.4%) 8.5 (-1.6%) 8.8 (1.9%) 8.3 (-3.6%) 7.E (-8.8%) 8.0 (-5.g<;;:) . 
of units) 

Before-~lx corporate profitsC $283.6 (lO.9"h) $334.5 (16.6%) $281.4 (10.8%) $229.6 (1.9%) $205.3 (-12.2%) $180.0 (-22.8%) $176.9 (-23.8%) $174.2 (-23.2%) 
(billions $) 

B. Califomia Variables: 

1 Persona 1 incare (bill ions $) $321.8 (12.0%) $327.3 (13.1%) $329.7 (12.8%) $321.1 (10.3%) $316.8 (8.5%) $316.6 (8.5%) $311.0 (7.8%) $310.7 (6.4%) 
(J1 
0) 
1 Civil ion arployrnent (OC'O) 11,378(4.4%) 11,304 (5.6%) 11,244 (4.8%) 10,668 (1.1%) 10,958 (0.5%) 10,995 (0.8%) 10,940 (0.3%) 10,973 (0.3%) 

Unarplo~ent rate (%) 6.1% 7.0% 7.0% 8.1% 9.3% 9.1% 9.9"0 9.9"; 

\'!age & salary Ellplo)1lEIlt (CXXJ) 10,456 (3.7%) 10,563 (4.6%) 10,526 (3.9";';) 10,192 (1.1%) 10,117 (0.7%) 10,067 (0.3%) 9,9::11 (-'1.4%) 9,824 (-1.7%) 

ConslJTE'l' price inflation (%) 9.1l% 9.9% 10.0% 11.3% 7.0% 7.5% 6.9% 6.5% 

I-lousing permits (single & 
nul tiple units, thousands) 

215 (22.9%) 190 (22.6%) 190 (22.6%) 125 (14.4%) 95 (-9.6%) 86 (-18.2%) 79 (-25.8%) 84 (-19.9%) 

Autonnbile sales (thousands 1,060 (8.7%) 1,1CO (8.4%) tlA 975 (4.8%) 950 (3.3%) NA 84f' (-8.7%) 852 (-7.4%) 
of units) 

Taxable sales (r.rillions $) $183,150 (13.8%) $183,200 (14.5%) NA $17l,0C6 (9.6%) $164,600 (6.1%) $163,160 (5.2%) $154,40) (-0.5%) $154,553 (-0.4%) 

Corporate profits (mill ions $) $33,J(1) (l1.4?(,) $37,CXXJ (15.7%) NA $32,900 (lO.ID:.) $28,CXXl (1.8%) $25,CXXl (-3.8%) $23,500 (-3.6%) $24,123 (1.4%)d 

a. Figures in paY'entheses represent estir.ated annual percent"ge changes in variable values ... 
b. Actuc:l values as rerortrd in the 19[,4 Econanic Report of the President and the 1984 Econanic Report of the Governor. 

In sore instay~es, Dctudl data values ur:d some forecast reviSions may reflect certain revisions in variable definitions 
v.hich are not Y'l?flect£<! in earlier forecasts. 

c. Beginning Idth the EX31 incane year, pre-tax U.S. corporate profits \\ere reduced hecause of various federal law chenges regarding such fact.ors as 
depreciation schedules. In .June 1984, the depa~nt estimated that these provisions reduced U.S. taxable profits in 1982 by about $15.1 billion. The 
forecast revisions sho.-.n here include the un-going adjllstn~nts to the originally-estinated effects of these provisions. 

d. Profit total reflects approximately $100 mill ion in additional 1982 profi ts due to a revised procedure adopted in t-'ay 1984 for allocating profits of 
non-calendar year corpomtior.s betv.een calendar years. This revised treatment, v.hile adjusted for in the "actual percentage gain" figure, is not 
incorporated into the various profits forecasts for 1982. 



I 
Ul 
'-.J 

I 

T,li.' le f3-11 

History of C€partnpnt of f"imnce Econanic Forecasts for 1983
a 

UpJate of Update of 
First Budaet First Budget First M3y Second Budget Second Budget Second f"G~ Third Eudget 

Estirrate Estinnte Revision Esti~Bte Estirrate Revision Estil'ate 

Ecor.anic Variable (January 1922) (t-'ilrch 1982) (~a~ 1982) (January 1983) (&2ril 1983) Wax 1983) (Januarv 1S84 

A. National Variables: 

Gruvth in l't'al Cl'lP (%) 4.0% 3.R~; 4.0% 2.2% 2.9% 2.7% 3.5:; 

Consw.er price inflation (%) 7.5% 6.0"'; 5.6% 5.5% 3.~,~ 3.5~;d 3.3'~ 

Civilian arplo}1TE'flt ((XXJ) 101,301 (2.6%) 101,895 (2.5%) 102,325 (2.5%) 100,617 (l.OX,) 100,576 (1.1%) 100,022 (0.5%) 100,744 (1.2%) 

UnE\1lllow.ent rate U~) 7.6% 8.7% 8.6% 10.0% 10.0"10 10.m: 9.6% 

Pri vate hous i ng starts 
(miil ions of uni ts) 

1.54 (21).0%) 1.40 (34.2%) 1.43 (37.9%) 1.34 (28.7%) 1.58 (49.4%) 1.62 (53.2%) 1.71 (61.6%) 

JluwlObile sales (mill ions 9.4 (9.6%) 9.7 (lO.m 9.9 (19.1%) 8.6 (10.9%) 9.1 (13.4%) 8.8 (10.4%) 9.1 (13.9%) 

of units) 

Refore-tax corporate profitse $282.3 (23.0%) $230.6 (12.3%) $208.4 (15.7%) $195.8 (10.7%) $210.4 (19.2%) $220.8 (26.2X) $202.1 (16.0%) 

(bill ions $) 

B. California Variables: 

Persona 1 inwre (bill ions $) $358.1 (11.5%) $348.0 (9.8%) $347.2 (9.n:,) $337.6 (8.5%) $333.0 (7.2%) $330.8 (fi.6%) $332.1 (6.9%) 

Civil ian Ei'"plo)1~nt (eee) 11,131 (4.3%) 11,376 (3.8%) ll,371 {3.4%} 11,110 (1.5%) ll,ml (O.SOh) 11,050 (0.7%) 11,116 (1.3%) 

Unanploym-nt rate (?n 7.1% 8.9~~ 8.3% 10.2% 10.8% 10.1% 9.r:. 

Waep & salary arplo)Tl12nt (000) 10,605 (4.1%) 10,487 (3.7%) 10,429 (3.6%) 9,974 (0.7%) 9,997 (1.3%) 9,925 (0.7%) 9,969 (LO'';) 

ConSIllEr price infl ation (%) 8.3% 5.8~~ 4.n 4.4% 08',(, 1 rd 1.8:( • 7. 

Housinq penmits (sinole & . 175 (40.m;) 145 (52.6)~) 140 (63.4%) 125 (58.8%) 135 (65.3%) 135 (61.3%) 162 (93.5%) 

nul ti p 1 e units, t110usands) 

f'IJ taTOO ill' sa 1 es (thousands 1,095 (12.3%) 1,0£.0 (11.6~;) NA 9~ (lO.n) 970 (NA) 975 (NA) 1,OlD (18.6%) 

of units) 

Tax?ble sales (millions $) $197,814 (15. n;) $laR,l00 (14.3%) $187,790 (15.1%) $168,100 (8.9%) $165,950 (7.4%) $166,830 (7.9'/') $1F2,9OO (9.3~) 

Corporate profits (millions $) $39,100 (18.8%) $33,200 (18.6%) $29,500 (18.0%) $25,400 (8.1%) $25,900 (10.2%) $25,900 (10.2%) $(8,500 (20.8%) 

a. Fiallres in parentheses l't'pl't'sent estirratr:'d annual percentaqe changes in variable values. 
b. Fonx(lst [llt'pared in t-'<W and ~lf:Js,.'d in June. 
c. Actual vallle, as Yl'[l0tted by the Cal ifornia Departlrent of Finance in June 19PA. In SarE' instances, actual data values and SaTe forecast revisions rray reflect 

cr.rtain rE:visiops in variable definitions v,hich are not reflected in earl ier fol't'casts. 
d. Beginning ~dth this fcrecast, Califomia CPI data sho."n reflect the l't'vised CPI developed by the U.S. Bureau of Labor St.atistics to account for, arrong othEr thin~T5, 

a l't'nta l-equiva lency treatJrent of hon12CMnership costs. This 00t/ CPI began publication in January 1983. 
e. Beginnin'1 Witll the 1::·81 il'(o1I' yei1r, rre-tax U.S. corporate profits were reducc-<i hecause of various federal law changes regarding such factors as depreciation 

schedules. In June 1984, the def\'lrirent estilTated that these provisions, reduced U.S. taxable profits in 1983 by about $33.4 billion. The forecast revisions shov.n here 
include orr-going adjustments to the origina lly-estin'<Jted effects of these provisions. 

f. Profit total reflects a revised procedure adopted in f>1ay 1984 for allocatinq p'rofits of non-calendar year corporations bet\\oo1 calendar years. This revised treatnEnt, 
I-.hile adjusted for in the "actual percentage S,ain" figure, is not incorporated into the various profits forecasts for 1983. 

(' (-, r"'., ,-.. " I.. ) f ' (-.. \ '''-', 

Actual c 

3.4% 

3.2% 

100 ,821 (l.'3~) 

9.6% 

1.70 (61.3%) 

9.2 (15.2%) 

$207.6 (19:2%) 

$332.1 (6.9'i~) 

11,140 0.5%) 

9.7% 

lD,007 (1.%) 

1.6')' 

164 (95.5%) 

1,032 (21.m 

$169,412 (9.6~;) 

$27,4£l f (13.8%) 



I 
U1 
co 
I 

----------------

r., [~ \: ('. f'.. .,-.., f:1 ,'-, 

Tiible 8-1? 

history of L:I'ixlrtm:>nt of Finance tccn(mic Foreci'~ts for 1~4a 

I'r(hte to t !~:c!a le to 
Fit, t (\:~!c,>'t First Eud<;2t Fir,,~ ~~ili< Secord Budget SecC()ci Mav Seccr:c: t'dY 

Estirate [sti"ute Revision' E<tirrete Pevis ion- RevisiDn 
Eccnanic Variable (c1anuary 19E3) (t~pril 1983) ------- (t~1983) (Jant.:ary 19?iL Way 1<;84) (June 1~S4) 

A. Ndtior:al VariJb]ps: --------
Cm'i"h ire 1'E'i11 GNP e') ·1.4% 4.5% 4.7% 5.6": 5.9% s.n 

Ccn51.!l't?r pl'ice inflation (':') 6.a;; 5.2% 5. J'c 5.4;1, 5.05; 5.00 
, 

Civili2n a:pioyr.rnt (OCO) 103,733 (3.11) 104,082 (3.5%) 103,?l3 (3.2%) 1C4,393 (3.6;(,) J04,954 (4.1%) 104,9C6 (4.1%) 

',In<:lT 1 (",\'('lIt ra tr (';:) B.n 9.1% 8.9'1.; 8.L 7.5% 7.n 

PrivatE' k!l':inn !;tarts 1.(;3 (21.3%) 1.65 (4.U:;) 1.71 (5.4%) 1.73 (1.1%) 1.89 (10.7%) 1.85 (8.8%) 
(1'li 11 i0r'<; e,f lIlIi ts) 

,'\utm>:·bile salE'" (millicns 10.2 (18.2%) 10.4 (15.3%) 9.9 (12.3%) 10.4 (14.5%) 10.6 (15.2%) 10.4 (12.9}b) 
of urits) 

[lpfon?-tax onpcrate prof'itsd $229.0 (17.0%) $248.5 (18.1%) $268.6 (21.67) $257.4 (27.3%) $241.3 (16.2%) $247.9 (19.4%) 
(bill ions 5) 

B. Califomia Variables: 

Persor\ll incare (hill ions $) $370.3 (9.7'/.) $363.4 (9.1%) $362.3 (9.5%) $364.4 (9.7%) $365.8 (10.2%) $366.4 (lO.3~~) 

Civil ian arplo}rrent (00)) 11,579 (4.2%) 11,597 (4.8%) 11 ,474 (3.8%) 11,591 (4.3%) 11,560 (3.8%) 11,575 (3.9%) 

UllEJ1Tllo)'11¥?nt rate (;~) 8.5~~ 9.5% 9.1% 7.9% 7.7% 7.m: 

Wage & salary Ellpl0.wmt (000) 10,300 (3.3%) 10,402 (4.1%) 10,289 (3.7%) 10,359 (3.9'i~) lC!,542 (5.3%) 10,557 (5.5%) 

Consumer price inflation (%) 6.7% 5.1% 6.1t 6.0% 5.1% 5.1% 

Hrusing ~tlllitS (sin91e & 
ITlJltiple units, thrusands) 

150 (20.m) 165 (22.2%) 165 (22.2n 170 (4.9%) 185 (l3.m 189 (15.4%) 

J'.utarobile sa lf'S (thrusands 1,090 (lun 1,115 (14.9%) Nt!, 1,110 (9.97;) 1,170 (13.4%) 1,195 (15.8%) 
of units) 

Taxable sales (millions $) H91,OOJ (13.6%) $187,545 (13.0%) $188,0::''0 (12.7~~) Sl~,700 (12.9~i) $193,410 (14.2%) $192,990 (13.9%) 

Carpel·ate profits (mill icns $) $29,2LXl (15.0%) $30,C{)() (18.]%) $30,600 (l8.U~) $36,OCO (26.4%) $33,320e (18.6%) $33,79fle (23.1%) 

a. Figures in parentheses represent E'stimted iJnnual percentage changes in variable volues. 
b. Fore<:ast prepared in I'ay and released in June. 
c. Beginning with this forecast, ('.alifoI1Jia cpr data shOlll1 reflect the revised CPI developed by the U.S. l3ureau of Labor Statistics 

tc accrunt for, al1l:mg other things, a rental-ec,uivalency treatrrent of han .. 'CWlership costs. This reN CPI !:'egan publication in January 1983. 
d. Beginning with the 1981 incme yt',;r, pre-til): lI.S. corporate profits ~,f're reduCf::.cJ because of various federal law changes regarding such 

factors as depreciation schedules. In June 1984, the departrrent estinated that t,hese provisions reduced U.S. taxable profits in 1984 byabrut 
$45 billion. The forecast revisions shCMl'l here include on-going adjus'lm:mts to the ohqinally-€'stiIlBtc-d effects of these proviSions. 

e. Profit total reflects a revised prccedure adopted in tAay 1984 for allocating profits of non-calendar year COl1Xlrations beb.l€en calendar years. 
This revised treatnEnt, while adjusted for in the percentage gain figure, is not incorporated into the earlier profits forecasts. 
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Table B-13 

History of Department of Finance Ec6nomic Forecasts for 1985« 

Economic Variable 

A. National Variables: 

First Budoet 
Estimate 

(January 1984) 

Growth in real GNP (I) 3.2% 

Consumer price inflation (S) 5.7% 

Civilian employment (000) 106,599 (2.1%) 

Unemployment rate (Z) 7.7% 

Private housing starts 1.63 (-5.6%) 
(millions of units) 

Automobile sales (millions 10.8 (3.4%) 
of units) 

b' Before-tax corporate profits $299.7 (16.4%) 
(billions $) 

B. California Variables: 

Personal income (billions $) 

Ci vil ian ellip I oyment (000) 

$394.9 (8.4%) 

11,897 (2.6';) 

Unemployment rate (%) 7.6% 

\{age p, salary employn~ent (000) 10,630 (2.61;) 

Consumer price inflation (%) 6.0% 

Housing peY'mits (sir;gle & 155 (-fl.8:.) 
multiple units, thousands) 

Automobile sales (thousands 1,155 (4.1%) 
of units) 

Taxable sales (millions $) $207,800 (9.0%) 

Corporate profits (millions $) $42,200 (17.0%) 

Fi rst t'1ay 
Revision 

(t~ay 1984) 

3.6% 

5.3% 

107,590 (2.5%) 

6.9% 

1.70 (-9.8%) 

10.7 (0.7%) 

$262.1 (8.6%) 

$398.8 (9.0%) 

11,884 (2.8%) 

7.1% 

10,889 (3.3%) 

5.6% 

183 (-1.4%) 

1,175 (0.4%) 

$212,120 (9.7%) 

$38,270 (14.9%)c 

Update of 
First ~1ay 
Revision 

(June 1984) 

3.0% 

5.3% 

107,188 (2.2%) 

7.3% 

1.67 (-9.9%) 

10.1 (-2.4%) 

$276.2 (11.4%) 

$398.3 (8.7%) 

11,857 (2.4%) 

7.1% 

10,868 (2.970 

5.6% 

165 (-12.6%) 

1,145 (-4.2%) 

$208,820 (8.2%) 

$39,397c (16.6%) 

a. Fiqures in parentheses represent estimated annual percentage changes in variable values. 
b. Beginning with the 1981 income year, pre-tax U.S. corporate profits were reduced because 

of various federal law changes regarding such factors as depreciation schedules. In 
June 1984, the department estimated that these provisions reduced U.S. taxable profits 
in 1985 by about $60 billion. The forecast revisions shown here include on-going 
ad5ustlJients to the originally-estimated effects of these provisions. 

c. Profit total reflects a revised procedure adopted i" Nay J984 for allocating profits 
of non-calendar year corporations between calendar years. This revised treatment, while 
adjusted for in the percentage gain figure, is not incorporated into the earlier profits 
forecasts. 
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APPENDIX C 

THE TRACK RECORD OF SELECTED NATIONAL 
ECONOMIC FORECASTERS 

1973 THROUGH 1984 

-60-



I 
O'l 
....... 
I 

Table C-1 

Comparisons and Accuracy of 1973 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: Housing 
Consumer Starts 

Real . GNP Price Pre-Tax Personal Unemployment (mi 11 ions Savings 
GNP Prices Index Profits Income Rate of units) Rate 

A. Department of Finance 6.1% 3.4% 3.4% 15.4% 8.6% 5.2% 2.10 7.4% 

B. Other Forecastersa 

Security Pac ifi c Bankb 6.1 3.6 NA NA 9.1 5.1 NA 7.6 

Wells Fargo Bank 

United California Bank 6.0 3.5 3.5 18.8 8.4 5.1 2.10 6.6 

UCLA 6.0 3.4 3.4 15.7 8.9 5.1 1. 78 7.7 

Average of "Other" 
Forecasters 6.0% 3. 5~b 3.4% 17 . 2~b 8.8% 5.1% 1.94 7.3% 

C. ACTUALc 5.8% 5.8% 6.2% 24.9% 12.0% 4.9% 2.04 8.6% 

a. Forecasts as of approximately year-end 1972, corresponding to when the Department of Finance forecast 
was prepared. 

b. Forecast as of March 1983. 
c. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 

Report of the Governor. In some instances~ actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 
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Table C-2 

Comparisons and Accuracy of 1974 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: Housing 
Consumer Starts 

Real GNP Pri ce Pre-Tax Personal Unemployment (mill ions Savings 
GNP Prices Index Profits Income Rate of un its) Rate 

A. Department of Finance 1. 6% 4.1% 6.2% -3.7% 7.3% 5.9% 1. 76 6.6% 

B. Other Forecastersa 

Security Pacific Bank 2.2 5.8 6.4 NA 8.4 5.2 1.72 6.5 

United California Bank 3.5 5.0 5.1 -4.7 8.2 5.4 1.80 6.7 
I 

0'\ 
UCLA 1.2 6.4 7.5 -7.9 NA 5.5 1.55 7.8 N 

I 

A.verage of "Other" 
Forecasters 2.3% 5.7% 6.3% -6.3% 8.3% 5.4% 1.69 7.0% 

C. ACTUAL b -0.6?b 8.9% 11.0% 8.8% 9.7% 5. 6~{ 1.33 8.5% 

a. Forecasts as of approximately year-end 1.973. corresponding to vlhen the Department of Finance forecast 
was prepared. 

b. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 
Report of the Governor. In some instances, actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 
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Table C-3 

Comparisons and Accuracy of 1975 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Consumer 

Real GNP Price Pre-Tax Personal 
GNP Prices Index Profits Income 

A. Department of Finance -2.2% 10.2% 

B. Other Forecastersa 

Security Pacific Bank -1.9 8.8 

9.7 

8.5 

8.0 

Crocker Bank -1.6 

Wells Fargo Bank 0.0 

United California Bank -0.6 

UCLA 

Average of "Other" 
Forecasters 

C. ACTUAL b 

-1.8 9.3 

-1. 2% 8.9% 

-1. 2% 9.2% 

10.3% 

9.4 

NA 

9.0 

9.0 

9.6 

9.3% 

9.1% 

-16.3% 

NA 

NA 

NA 

NA 

-24.6 

-24.6% 

-3. 3~b 

9.3% 

8.2 

9.5 

9.0 

8.4 

10.2 

9. U 

8.2% 

Housing 
Sta rts 

Unemployment (millions Savings 
Rate of units) Rate 

7.1% 

7.8 

7.4 

6.7 

6.0 

7.7 

7.1% 

8.5% 

1.35 

1.32 

1.40 

NA 

1.50 

1.27 

1. 37 

1.16 

6.8% 

7.3 

NA 

NA 

7.5 

8.1 

7.6% 

8.6% 

a. Forecasts as of approximately year-end 1974, corresponding to when the Department of Finance forecast 
was prepared. 

b. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 
Report of the Governor. In some instances, actual data values may reflect certain revision~ in 
variable definitions and measurement methods not reflected in thi forecasts. 
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Table C-4 

Comparisons and Accuracy of 1976 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Consumer 

Real GNP Price Personal 
GNP Prices Index Income 

A. Department of Finance 5.4% 6.0% 

B. Other Forecastersa 

Security Pacific Bank 5.7 

Crocker Bank 5.5 

Well s Fargo Bank 5.7 

5.7 

6.1 

5.5 

United California Bank 6.0 6.7 

UCLA 5.6 5.2 

Average of "Other" 
Forecasters 5.7% 5.8% 

C. ACTUAL b 5.4% 5.2% 

6.9% 

6.5 

NA 

6.3 

7.6 

6.5 

6.7% 

5. 8~h 

10.4% 

11.0 

NA 

NA 

12.1 

10.3 

11.1% 

10.0% 

Housing 
Starts 

Unemployment (millions Savings 
Rate of units) Rate 

7.8% 

7.7 

7.7 

7.8 

7.6 

8.1 

7.8% 

7.7% 

1.45 

1.59 

1.51 

1. 54 

1.45 

1.46 

1. 51 

1.53 

7.4% 

8.1 

8.2 

7.8 

8.4 

8.0 

8.1% 

6.9% 

a. Forecasts as of approximately year-end 1975, corresponding to when the Department of Finance 
forecast was prepared. 

b. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 
Report of the Governor. In some instances, actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 
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Table C-5 

Comparisons and Accuracy of 1977 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Consumet' 

Real GNP Price Personal 
GNP Real Index Income 

A. Department of Finance 4.8% 5.3% 

B. Other Forecastersa 

Security Pacific Bank 4.7 

Crocker Bank 3.9 

5.1 

5.1 

6.0 United California Bank 4.9 

UCLA 

Chase Econometrics 

Average of "Other" 
Forecasters 

C. ACTUAL b 

5.2 5.3 

4.6 5.1 

4.7% 5.3% 

5.5% 5.8% 

5.4% 

5.3 

NA. 

6.5 

5.1 

5.8 

5.7% 

6.5% 

10.1% 

9.6 

NA 

10.3 

9.9 

10.3 

10.0% 

10.7% 

Housing 
Starts 

Unemployment (millions Savings 
Rate of units) Rate 

6.9% 

7.3 

7.6 

6.9 

7.2 

7.9 

7.4% 

7.1% 

1. 75 

1.81 

1.81 

1.60 

1.86 

1.60 

1. 74 

1. 96 

7.2% 

NA 

7.3 

6.7 

6.7 

7.2 

7.0% 

5.9% 

a. Forecasts as of approximately year-end 1976, corresponding to when the Department of Finance 
forecast was prepared. 

b. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 
Report of the Governor. In some instances, actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 
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Table C-6 

Comparisons and Accuracy of 1978 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: New Car Housing 
Consumer Sales Sta rts 

Real GNP Pri ce Personal Unemployment (mi 11 ions (mill ions 
GNP Prices Index Income Rate of units) of units) 

A. Department of Finance 4.8% 5.8% 6.3% 10.4% 6.7% 11.2 1. 90 

B. Other Forecastersa 

Security Pacifi c Bank 4.1 5.8 5.7 10.0 6.6 11.1 1.86 

Crocker Bank 4.9 5.9 NA 10.5b 6.5 11.1 1.81 

Wells Fargo Bank 4.5 5.5 6.0 10.Sb 6.5 11. 3 1.90 

United California Bank 2.9 5.9 6.0 9.2 7.3 10.5 1. 70 

UCLA 4.9 6.2 5.4 10.8 6.6 11.1 1. 96 

Chase Econometrics· 3.9 5.9 5.9 10.1 6.7 10.5 1.85 
/ 

Bank of America 4.4 6.5 6.2 10.5 6.5 10.6 1.85 

-Average of "Other!! 
Forecasters 4.2% 6.0% 5.9% 10. 2~; 6.7% 10.9 1.85 

C. ACTUA,-e 5.0% 7.4% 7.7% 12.5% 6.1% 11.2 2.00 

a. Forecasts as of approximately year-end 1977. corresponding to when the Department of Finance 
forecast was prepared. 

b. Growth in disposable personal income. 
c. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 

Report of the Governor. In some instances, actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 

1"-"", i?'. 

Savings 
Rate 

5.8% 

5.9 

5.7 

5.6 

5.9 

6.6 

6.2 

5.3 

5.9% 

6.1% 
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Table C-7 

Comparisons and Accuracy of 1979 National Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: New Car Housing 
Consumer Sales Starts 

Rea 1 GNP Price Personal Unemployment (millions (mi 11 ions 
GNP Prices Index Income Rate of units) of units) 

A. Depa t'tment of Finance 2.1% 7.4% 8.3% 10.4% 6. 8~~ 10.4 1. 75 

B. Other Forecastersa 

Security Pacifi c Bank 1.6 8.1 8.7 10.4 6.6 10.0 1.52 

Crocker Bank 2.3 8.2 9.5 11.7 6.4 10.6 1. 70 

Wells Fargo Bank 1.8 7.5 8.5b 9.9 6.7 10.5 1.69 

United Cal ifornia Bank 3.4 6.6 6.8 10.6 6.3 10.8 1. 75 

UCLA ') , 
L.I 7.1 7.7 9.7 6.6 10.2 1.60 

Chase Econometrics 1.5 7.7 8.5 9.9 6.6 10.3 1.57 

Bank of America 1.9 7.5 7.6 10.2 6.6 10.5 1. 70 

Average of "Other" 
Forecasters 2.1% 7.5% 8.2% 10.3% 6.5% 10.4 1.65 

C. ACTUAL c 2.8% 8. n 11. 3~; 12.6% 5. 8~& 10.6 1.72 

a. Forecasts as of approximately year-end 1978, corresponding to when the Department of Finance 
forecast was prepared. 

b. Published forecast showed a range of 8 percent to 9 percent. 
c. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 

Report of the Governor. In some instances, actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forpcasts. 

Savings 
Rate 

5.7% 

5.5 

6.0 

6.0 

6.2 

6.3 

5.2 

6.2 

5.9% 

5.9% 
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Table C-S 

Comparisors and Accuracy of 19S0 National Economic Forecasts for Selected Variables and Forecas ters 

Percent Change in: New Car Housing 
Consumer Sales Starts 

Real GNP Price Pre-Tax Unemployment (mi 11 ions (millions 
GNP Prices Index Profits Rate of units) of units) 

A. Department of Finance -1.8% 10.3% 11.6% -8.3% 7.6% 9.7 1. 32 

B. Other Forecastersa 

Security Pacific Bank -2.0 9.1 12.1 -10.0 7.S 9.0 1.29 

Wells Fargo Bank -1.8 9.0 11.3 NA 7.6 9.8 1.40 

United California Bank 0.5 8.6 9.5 2.2 7.1 10.0 1.60 

UCLA -1.7 8.4 11.1 -5.1 7.4 9.4 1.51 

Chase Econometrics -1.8 8.2 11.3 -13.4 7.7 9.1 1.36 

l3ank of America -2.1 9.0 11.0 NA 7.4 9.3 1.40 

Average of 1I0therH 

Forecasters -1.5% 8.7% 11.1% -6.6% 7.5% 9.4 1.43 

C. ACTUAL b -0.3% 9.2% 13.5% -7.1% 7.1% 9.0 1.30 

a. Forecasts as of approximately year-end 1979, corresponding to when the Department of Finance 
forecast was prepared. 

b. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic 
Report of the Governor. In some instances, actual data values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 
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Table C-9 

COrlparisons and Accuracy of 1981 National Economic Forecasts for Selected Variables and Forecasters 

A. 

B. 

a. 

b. 

Percent Change in: New Car Housing 
Consumer Sales Starts 

Real GNP Price Pre-Tax Unemployment (mi 11 ; ons (millions 
GNP Prices Index Profits Rate of units) of units) 

Department of Finance 1.3% 9.4% 10.5% 11.1% 7.8% 9.7 1.37 

Other Forecastersa 

Security Pacifi c Bank 0.5 10.2 10.4 3.5 8.1 9.4 1.40 

Crocker Bank 0.0 9.1 10.1 12.5 7.9 8.9 1.35 

We 11 s Fargo Bank 1.2 9.5 9.6 NA 7.8 9.3 1. 56 

United Cal ifornia Bank 2.1 8.5 10.0 4.9 7.0 10.2 1.55 

UCLA 1.3 9.8 11.0 -4.1 7.8 9.4 1. 411 

Data Resources, Inc. 0.8 9.8 11.0 -6.3 7.9 9.3 1.44 

Chase Econometrics 0.6 10.2 11.6 0.5 8.1 9.2 1.40 

Bank of America 0.5 9.6 9.7 -1.3 7.8 8.6 1.50 

Average of !I0ther" 
Forecasters 0.9% 9. 6~& 10.4% 1. 4~; 7.8% 9.3 1.46 

ACTUAL b 2. 6~~ 9.4% 10.4% -3.3% 7.6% 8.5 1.10 

Forecasts as of approximately year-end 1980, corresponding to when the Departrlent of Finance 
forecast was prepared. 
Actual values as reported in the 1984 Economic Re~ort of the President and/or the 1984 Economic 
Report of the Governor. In some instances, actua data values may reflect certain.revisions in 
variable definitions and measurement methods not reflected in the forecasts. 
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Table C-10 

Comparisons and Accuracy of 1982 National Economic Forecasts for Selected Variahles and Forecasters 

A. 

B. 

C. 

a. 

b. 
c. 

Percent Change in: New Car Housing 
Consumer Sales Starts 

Real GNP Price Pre-Tax Unemployment (millions (millions 
GNP Prices Index Profits Rate of units) of units) 

Department of Finance -0.4% 8.6% 8.5% 1. 9% 8.4% 8.5 1. 24 

Other Forecastersa 

Security Pacifi c Bank -0.3 7.9 7.8 -3.5 9.2 8.9 1.30 

Crocker Bank -0.5 7.5 7.6 NA 8.6 8.9 ' 1.32 

Wells Fargo Bank 0.1 7.8 8.3 NA 8.2 9.2 1.20 

First Interstate Bankb 2.5 7.9 8.2 11.2 7.1 9.7 1. 55 

UCLA -1.7 7.1 5.9 -15.9 8.9 8.3 1.32 

Data Resources, Inc. -0.6 7.7 8.3 -7.1 8.6 9.1 1.28 

Chase Econometrics 0.0 8.2 8.4 -7.0 9.0 9.4 1. 26 

Bank of America -0.9 7.7 8.2 -15.6 8.7 8.9 1.20 

Average of "Other" 
Forecasters -: 1. 8% 7.7% 7.8% -6.3% 8.5% 9.1 1.30 

ACTUAL c -1.9% 6.0% 6.1% -23.2% 9.7% 8.0 1.06 

Forecasts as of approximately year-end 1981, corresponding to when the Department of Finance 
forecast was prepared. 
Formerly United California Bank (UCB). 
Actual values as reported in the 1984 EconomicRe~ortof the President and/or the 1984 Economic 
Report of the Governor. In some instances, actuadata values may reflect certain revisions in 
variable definitions and measurement methods not reflected in the forecasts. 



Table C-11 

Comparisons and Accuracy of 19~3 National Economic Forec~sts for Selected Variables and Forecasters 

Percent Change in: ____ _ 
Consumor . 

Real GNP Price Pre-Tax 
GNP Prices Index Profits 

A. Department of Finance 2.2~ 5.2% 

B. Other ForecasLersa 

Security Pacific Bank 2.1 5.3 

5.7 Evans Econonlics 3.2 

Conference Board 0.9 5.0 

Wells Fargo Bank 2.4 

First Interstate Bankb 3.6 

5.2 

5.8 

UCLA 

Citibank 

Commiss'ion on 
State Finance 

Data Resources, Inc. 

~'Ihnrton 

Chase Econometrics 

Bank of America 

Blue Chip Concensuse 

Jl,verage of "Other" 
Forecilsters 

C. flCTUAL f 

1.9 5.1 

3.1 5.4 

2.2 5.2 

1.6 5.3 

2.4 5.2 

2.1 5.0 

1. 9d 5.3 

2.5 5.1 

2.3% 5.3% 

3.4~~ 4.2% 

5 ,-0/ .:> .. 

5.1 

5.8 

4.7 

5.3 

5.6 

3.9 

5.2 

5.2 

5.1 

4.9 

4.8 

4.9 

5.0 

5.0% 

3.2% 

10.7% 

22.2 

NA 

11.9 

23.1 

19.8c 

7.0 

15.9 

10.3 

8.5 

10.2 

14.6 

2.0 

17.5 

13.6% 

19.2% 

Personal 
Income 

7.4% 

7.3 

NA 

5.6 

6.8 

9.5 

7.1 

8.3 

7.5 

7.4 

7.1 

7.2 

6.8 

7.6 

7.4% 

6 ')OJ 
... )to 

Unerrployrnent 
Rate 

10.0% 

10.6 

9.3 

11.4 

10.5 

9.5 

10.9 

9.9 

10.1 

10.7 

10.5 

10.3 

10.3 

10.3 

10. 3~~ 

9.6% 

New Car 
Sa 1 s 

(mill ons 
of un ts) 

8.6 

8.9 

9.1 

8.4 

8.9 

9.0 

8.9 

9.4 

8.6 

8.7 

9.6 

9.3 

8.5 

9.2 

9.0 

9.2 

a. For2c~:;ts as of approX1mately year-end 1982, corresponding to when the Department of Finance 
forecast was prepared. 

b. FOI'r,:t>t'ly United Cal ifot'nia 8~nk (UCB). 
c. Projection of pre-tax corporGte uperating profits. 
d. Midpoint of published forecast range of 1.3 percent to 2.5 percent. 
e. Consensus forecast for approximately 40 private sector economic forecasters collected monthly by 

Eggert Economic Enterprises, Inc. 
f. Actual values as reported !:ly the Department of Finance in June 1984. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 

,,-.., o 

Housing 
Starts 

(millions 
.9..!..units) 

1.34 

1.48 

1.38 

'1.35 

1.33 

1.31 

1. 41 

1.50 

1.41 

1.48 

1.47 

1.39 

1.39 

1.45 

1.41 

1. 70 
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Tahle C-12 

Comparisons and Accuracy of 1984 National Economic Forecasts for Selected Variables and Forecasters 

Percent Chanqe in: 
Real New Car Housing 

ConsulT'er Disposable Sales Starts 
Real GNP Price 

, Pre-Tax Personal Unemployment (mill; ons (mi 11 ions 
Gr'lP Prices Index Profitsa Income Rate of units) of units) 

A. Department of Finance 5.6% 4.3% 5. 47~ 27.3% 4 rb • 70 8.1% 10.4 1. 73 

B. Other Forecastersc 

Security Pacific Bank 5.6 4.7 5.4 28.5 4.7 7.8 10.3 1. 76 

Crocker Bank 4.5 4.9 4.9 NA 4.1 8.7 10.3 1.68 

Evans Economic 4.4 3.9 3.9 19.6 4.8 8.0 9.9 1.61 

Conference Board 5.5 4.6 5.6 30.1 NA 8.0 10.2 1. 76 

I First Interstate Bankd 5.0 5.3 5.8 25.6 3.9 8.4 10.1 1.63 
-......I 
N 
I UCLA 5.5 4.9 5.1 23.6 4.7 8.2 10.0 1. 73 

Commission on 
State Finance 5.4 4.7 4.9 23.0 4.4 8.2 10.4 1. 73 

Data Resources, Inc. 5.4 4.7 4.9 23.0 4.4 8.1 10.4 1. 73 

Chase Econometrics 5.2 4.9 4.9 23.0 4.4 8.0 10.3 1.71 

Bank of America 5.6 5.1 4.9 27.4 4.5 8.2 10.4 1. 75 

Blue Chip Concensuse 5.3 4.7 5.0 24.7 5.2 8.0 10.3 1. 74 

Average of "Other" 
Forecasters 5.2% 4.8% 5.1% 25.5% 4.3% 8.1% 10.2 1. 71 

C. ACTUAl. NA NA NA NA NA NA NA NA 

a. For most forecasters this figure was reported as having been computed without the inventory 
valuation adjustnlent. 

b. Computed by deflating total disposable personal income by the U.S. GNP Consumption Expenditures 
Deflator. "Real" income growth would be 3.9 percent using the Consumer Price Index. 

c. Forecasts as of approximately year-end 1983, corresponding to when the Department of Finance 

d. 
forecast was prepared. . 
Formerly United California Bank (UCB). 

e. Consensus forecast for approximately 40 private sector forecasters collected monthly by Eggert 
Economic Enterprises, Inc. 
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Jl.PPENDIX D 

THE TRACK RECORD OF SELECTED CALIFORNIA 
ECONOMIC FORECASTERS 

1973 THROUGH 1984 

-73-



a. Inflation as measured by the California Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator were used, IIreal" personal income growth would be higher. 
c. Forecasts as of approximately year-end 1972, corresponding to when the Department of Finance 

forecast was prepared. 
d. Acfual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 

i. c 
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Table 0-2 

Comparisons and Accuracy of 1974 California Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Residential 

Consumer "Real" Buildina 
Personal Price Persona~ Civilian Unemployment Permits 

Income Inflationa Income Employment Rate (thousands) 

A. Department of Finance 7.1% 6.1% 0.9% 1.4% 5.9% 200 

B. Other Forecasters c 

Security Pacific Bank 7.6 5.8 1.7 0.4 5.5 200 

United Cal Horni a Bank 8.0 5.0 2.9 1.8 5.4 200 

UCLA 9.2 8.0 1.1 2.1 5.7 NA 

Average of "Other" 8.3% 6.3% 1.9% 1.4% 5.5% 200 
Forecasters 

C. ACTUALd 1l. 7% 10.2% l.4% 4.2% 7 • 3~& 129 

a. Inflation as measured by the California Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator were used, "rea ,.. personal income growth would be higher. 
c. Forecasts as of approximately year-end 1973, corresponding to when the Department of Finance 

forecast was prepared. . 
d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 
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Table 0-3 

Comparisons and Accuracy of 1975 California Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Res i dent i·a 1 

Consumer "Real ll Building 
Personal Price Persona~ Civilian Unemployment Permits 

Income Inflationa Income Employment Rate (thousands) 

A. Department of Finance 9. 4~~ 10.8~£ -1.3% O.U 9. 35~ 115 

B. Other Forecastersc 

Security Pac ifi c Bank 8.5 9.8 -1.2 -0.5 9.8 127 

Crocker Bank 9.5 10.0 -0.5 0.9 9.3 NA 

Wells Fargo Bank 9.0 8.5 0.5 0.2 8.9 131 

United California Bank 9.2 9.0 0.2 2.3 8.3 217 

UCLA 9.3 8.8 0.5 -2.4 9.9 110 

Average of 1I0ther il 9.1 9.2 -0.1 0.1 9.2 146 
Forecasters 

C. ACTUAL d 10.1 10.4 -0.3 -0.5 9.9 132 

a. Inflation as measured hy the California Consumer Price Index (eCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator \'Jere used, "realll personal income growth would be higher. 
c. Forecasts as of approximately year-end 1974, corresponding to when the Department of Finance 

forecast was prepared. 
d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 
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Table 0-4 

Comparisons and Accuracy of 1976 California Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Residential 

Consumer IIReal ll Buil ding 
Personal Price Persona~ Civilian Unemployment Perm; ts 

Income Inflationa Income Em~loyment Rate (thousands) 

A. Department of Finance 10.2~s 7.6% 2. 4~~ 2.9% 9.2% 175 

B. Other Forecastersc 

Security Pacifi c Bank 10.2 7.3 2.7 NA 9.3 180 

Crocker Bank 10.2 7.5 2.5 2.1 9.6 164 

Well s Fargo Bank 9.0 6.3 2.5 2.0 9.0 170 

United Ca 1 iforni.a Bank 11.6 7.6 3.7 3.2 9.2 150 

UCLA 9.8 7.2 2.4 2.0 9.4 198 

Average of 1I0theril 10.2% 7.2% 2.8% 2.3% 9.3% 172 
Forecasters 

C. ACTUALd 11.3% 6.3% 4.7% 4.6% 9.2% 222 

a. Inflation as measured by the California Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator were used~ II rea ,.. personal income growth would be higher. 
c. Forecasts as of approximately year-end 1975, corresponding to when the Department of Finance 

forecast was prepared. 
d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 



a. Inflation as measured by the California Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditure~ 

Deflator were used, "real" personal income growth would be higher. 
c. Forecasts as of approximately year-end 1976, corresponding to when the Department of Finance 

forecast was prepared. 
d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variahle definitions and measurement methods not 
reflected in the forecasts. 
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Table 0-6 

Comparisons and Accuracy of 1978 California Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Residential 

Consumer IIReal li Building 
Personal Price Persona~ Civilian Unemp.loyment Permits 

Income Inflationa Income Employment Rate (thousands) 

A. Department of Finance 10. n~ 6.1% 4.3% 3.4% 7.2% 235 

B. Other Forecastersc 

Security Pacific Bank 10.2 5.4 4.6 3.5 7.0 225 

Crocker Bank 10.7 6.5 3.9 3.7 6.9 230 

Wells Fargo Bank 10.0 6.5 3.3 3.4 6.8 215 

United California Bank 9.9 6.5 3.2 2.2 8.1 245 

UCLA 12.0 5.2 6.5 4.6 5.5 228 

Bank of America 11.2 6.5 4.4 3.9 6.8 220 

Average of 1I0therli 10.7% 6.1% 4.3% 3.6% 6.9% 227 
Forecasters 

c. ACTUAL d 14.2% 8.1% 5.6% 6.5% 7.1% 244 

a. Inflation as measured by the Californ1a Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator were used, II rea ,.. personal income growth would be higher. 
c. Forecasts as of approximately year-end 1977, corresponding to when the Department of Finance 

forecast was prepared. 
d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. . 
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Averaqe of 1I0ther ll 

Forecasters 

C. ACTUAL d 

11.3% 

14.3% 

7.8% 3.2% 

10.8% 3.2% 

a. Inflation as measured by the California Consumer Price Index (CCPI). 

3.2% 7.2% 207 

4.2% 6.2% 210 

b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 
Deflator were used, II rea l" personal income growth would be higher. 

c. Forecasts as of approximately year-end 1978, corresponding to when the Department of Finance 
forecast was prepared. 

d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances. actual 
data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 
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Average of "Other" 
Forecasters 

C. ACTUAL d 

11. 2% 

13.2% 

11.0% 0.3% 

15.5% -2.0% 

a. Inflation as measured by the California Consumer Price Index (CCPI). 

(} 

1. 7% 7.4% 187 

1. 9% 6.8% 145 

b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 
Deflator were used, "real" personal income growth would be higher. 

c. Forecasts as of approximately year-end 1979, corresponding to when the Department of Finance 
forecast was prepared. 

d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 
data values may reflect certain revisions in variable definitions ahd measurement methods not 
reflected in the forecasts. 
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Table 0-9 

Comparisons and Accuracy of 1981 California Economic Forecasts for Selected Vari2bles and Forecasters 

A. 

B. 

Department of Finance 

Other Forecastersc 

Security Pacifi c Bank 

Crocker Bank 

~Je 11 s Fargo Bank 

United California 

UCLA 

Bank of America 

Averaqe of "Other" 
Forecasters 

Bank 

C. ACTUAL d 

Personal 
Income 

11.9% 

12.5 

11..2 

13.0 

12.9 

12.6 

12.0 

12.4% 

12.55~ 

Percent Change in: 

Consumer "Real" 
Price Persona~ Wage and 

Inflationa Income Sa 1 a ry ,lobs 

11.4% 0.5% 2.4% 

10.2 2.1 2.7 

10.0 1.1 1.6 

10.0 2.7 2.8 

11.0 1.7 3.4 

9.6 2.7 3.0 

10.0 1.8 2.2 

10.1 % 2.0% 2.6% 

10.9% 1.4% 1. 5% 

a. Inflation as weasured by the California Consumer Price Index (CCPI). 

Residential 
Building 

Unemployment Permits 
Rate (thousands) 

6.7% 175 

7.6 170 

7.5 165 

7.0 175 

6.5 185 

7.5 169 

8.0 175 

7.4% 173 

7.4% 105 

b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 
Deflator were used, "real" personal income growth would be higher. 

c. Forecasts as o~ approximately year-end 1980, corresponding to when the Department of Finance 
forecast was prepared. 

d. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 
data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 
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Table D-lO 

Comparisons and Accuracy of 1982 California Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 
Residential 

Consumer "Rea 1" Building 
Persona 1 Price Persona~ vlage and Unemployment Permits 

Income Inflationa Income Salary Jobs Rate (thousands) 

A. Department of Finance 10.3% 11.3% -0.9% 1.1% 8.1% 125 

B. Other Forecastersc 

Security Pacifi c Bank 9.9 8.4 1.4 1.0 8.6 125 

Crocker Bank 9.0 7.8 1.1 0.2 8.4 138 

Wells Fargo Bank 11.0 8.0 2.8 1.0d 8.5 110 

First Interstate Banke 11.0 8.3 2.5 2.7 6.9 164 

UCLA 7.8 5.7 2.0 -0.5 8.8 133 

Bank of America 9.0 7.5 1.4 1.0d 8.0 135 

-\ 

Average of "Other" 9.6% 7.6% 1. 9% 0.9% 8.2% 134 
Forecasters 

C. ACTUAL f 6. 4~~ 6.5% -0. 1 ~~ -1. 7% 9.9% 84 

a. Inflation as measured by the California Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator were used, "real" personal income growth would be higher. 
c. Forecasts as of approximately year-end 1981, corresponding to when the Department of Finance 

forecast was prepared. 
d. Civilian employment growth estimate. 
e. Formerly United California Bank (UCB). 
f. Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual 

data values may reflect certain revisions in variable definitions and measurement methods not 
reflected in the forecasts. 
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Average of "Other" 
Forecasters 

8.7% 3 • 7'%, 0.9% 10.4% 

C. ACTUAL e 6. 9~~ 1. 6;( 5. 2~~ 1. 5% 1. 9% 

a. Inflation as measured by the California Consumer Price Index (CCPI). 
b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 

Deflator \</ere used~ IIreal" personal income growth would be lower. 
c. Forecasts as of approximately year-end 1982~ corresponding to when the Department of Finance 

forecast was prepared. 
d. Formerly United California Bank (UCB). 

9. 7~1, 

108 

164 

e. Actual values as reported by the Department of Finance in June 1984. In some instances, actual data values may 
reflect certain revisions in variable definitions and measurement methods not reflected in the forecasts. 
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Table 0-12 

Comparisons and Accuracy of 1984 Cal ifornia Economic Forecasts for Selected Variables and Forecasters 

Percent Change in: 

Consumer "Real" 
Personal Price 

Inflationa Persona~ Civilian \~age and Unemployment 
Income Income Employment Salary Jobs Rate 

A. 

B. 

Department of Finance 

Other Forecastersc 

Security Pacific Bank 

Crocker Bank 

Fi rst Interstate Bank d 

UCLA 

Commission on State 
Finance 

Bank of America 

Jl,verage of "Other" 
Forecasters 

C. ACTUAL 

9.7% 6. O~~ 3.5% 

11.3 4.6 6.4 

10.8 5.1 5.4 

10.2 5.8e 4.2 

10.9 5.1 5.5 

10.4 4.7 5.4 

10.3 5.3 4.8 

10.7% 5.1% 5.3% 

NA NA 

a. Inflation as measured by the California Consumer Price Index (CCPI). 

4.3% 3.9% 

3.7 3.5 

4.5 4.5 

NA 3.9 

4.8 4.3 

3.4 4.8 

4.5 NA 

4.2% 4.2% 

NA. NA 

b. Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures 
Deflator were used, "real" personal income growth would be higher. 

c. Forecasts as of approximately year-end 1983, corresponding to when the Department of Finance 
forecast was prepared. 

d. Formerly United California Bank (UCB). 
e. Consume'y. price inflation forecast unavailable for California; figure shown represents 

U.S. consumer price inflation. 
f. Preliminary September 1984 estimates of what actual 1984 personal income growth will be include 

12.3 percent by the Department of Finance and 12.9 percent by the Commission on State Finance. 

7.9% 

8.7 

8.3 

NA 

8.5 

8.4 

8.8 

8.5% 

NA 

17'--, 

Residential 
Building 

Permi ts 
(thousands) 

170 

146 

175 

143 

190 

166 

191 

169 

NA 
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