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PREFACE

Revenue estimates.p1ay a crucial role in the state's budget process.
The Legislature relies heavily on these estimates in deciding at what
Tevels 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 Tevels and tax rates that best meets the
public's need 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 Tight 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 te minimize
inaccuracies in revenue estimates or lessen the problems which they cause.

This report was prepared by dJon David Vasche and reviewed by Peter

Schaafsma.
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EXECUTIVE SUMMARY

Importance of Revenue Estimates

Revenue estimates play & crucial role in the state's budgef 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 unanticipafed
surplus can Tead the public to view existing tax rates as being higher thén
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 accurateiy 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 examp]é, 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
federal government can exert an influence over state revenues through its
own budget decisions.

By far the dominant reason why revenue estimates frequently miss the
mark is the failure of economic forecasts, on which the estimates
ultimetely 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. 1In 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 Finance's
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 kevenue forecasts cannot be improved
by simply adjusting for an upward or downward bias in the Department of
Finance's estimating procedure. The department's 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 greatef re11ance‘oh the forecasts issued
by the Commission on State Finance. The commission's track record since
1981 1is, if anything, a bit poorer than the départment's.

'The available evidence clearly demonstrates 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 %ncome has either been higher than thevmost optimistic
forecast, or Tower than the most pessimistic forecast made by any of the
Teading forecasters in the state. During this pericd, the Department of
Finance's track record was neither better nor worse than those of other
forecasters.

What Can the Legisiature 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--
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there is very little that can be done by the Legislature to impfove_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. Reqguire 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 California Legislature. Specifically, this
report discusses (1) why the revenue estimates prepared by the state's
Departmeht Qf 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.

WHY ARE ACCURATE REVENUE ESTIMATES IMPORTANT?

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:

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

rates being higher than they really need to be, (2) underfunding
of public services, and (3) unacceptably large budget surpluses.

e 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 estimates as accurate as possible

is an extréme]y important objective for state government.
SCOPE OF THE REPORT )

The balance of this report is divided into four chapters:

e Chapter II identifies and discusses the primary factors which can
cause revenue estimates to be off the mark.

o Chapter III examines the Department of Finance's "track record"
in estimating revenues, and identifies the factors that have been
most responsible for revenue estimating inaccuracie§ in recent
years.

e Chapter IV focuses on the single most important cause of
inaccurate revenue estimates--incorrect eccnomic forecasts--
concentratinag on the Department of Finance's "track record" in
projecting the econémy's performance in recent years.

e 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

hfstory of the department's ecohomic and revenue forecasts during the past

decade.

I
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CHAPTER 11
WHY REVENUE ESTIMATES GO AWRY

Making accurate estimates of state revenues is an extremely complex
and difficult task. This is especially true for a state 1ike 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 séparate
major taxeé, 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 impdrtant. These are:

e Inaccurate forecasts of the level of economic activity.

e Inaccuracies in estimating the size of the state's tax base and
the effective tax rates that will be applied to the base.

e Faulty estimates of the time lags between when tax 1iabilities
are incurred and when revenues are actually collected by the
state.

e Unanticipated changes in state laws which affect the amount of

revenues collected.

e Court decisions that affect revenue collections,

e Voter-approved ballot initiatives having implications for

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

reVenues.
Each of these factors is briefly discussed below.

1. Inaccurate Economic 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
past vears 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:

o First, eauations 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 aré frequently
revised--sometimes over and over--in subsequent years.

Alternatively, the equations may be faulty because the economists



who built the model guessed incorrecf1y as to the proper
mathématica] form of the equations, or overlooked certain factors
which should be included in the equations.

e Second, certain equations may be good at explaining past economic
activity but may not be very good at predicting economic actfvity
in the future, due to changes over time in the way that the
economy behaves. For example, if households and businesses "get
used to" high interest rates, the negative effects of these rates
on home buying and business investment may lessen over time.

e Third, because of the nature of the statistiéal procedures
available to model-builders, the projections vielded by economic
models inherently fall within a range of probable outcomes, thus
giving rise to a "margin of error" on either side of the
ferecast. 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 "most
1ikely" 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



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, or 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 Tower 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 involiving depreciation
allowances. Because California has not conformed its Taw 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 aenerally prescribes the dates when tax liabilities are
due and payab]e. 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 virtué11y impossible
to predict accurately the timing of revenue receipts.

At first glance, faulty estimates of the time lag between tax
Tiabilities 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
state's fiscal condition is, however, the problem potentially is chh 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 “come out in the
wash") 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

causing revenue estimates to be wrong:



e Legislation which changes tax rates or the tax bases to which
these rates apply (for example, legislation expanding the types
of transactiors which are subject to the sales tax).

e 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 déductioné). |

; Legis1ation which shifts the allocation of state revenues from
special funds to the General Fund or vice versa (for example,
legislation shifting tidelands o0il 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 are 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 earlv.
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 miltion 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 vears.
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 -the 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 milljon in 1982-83.

7. Actions Taken By the Federal Government

The federal goverrment can take actions that, directly or
indirectly, cause state revenue estimates to be wrong. For example, the
federal government can:

e Change tax laws to which California automatically conforms.

o Change the amount of money which it shares with California.
CONCLUSION |
In summary, we conclude that:
e Revenue estimates can‘prove to be wrong_for many different
reasons.
o 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.

o 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.



e For these reasons,. revenue estimating inaccuracies are both

inevitable and generally unpredictable,

-10-
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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 examiﬁé the
Department of Finance's "track record" in projecting revenues. In this
chapter, we wf]] identify both the magnitude of the discrepancies between
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-1 through A-11 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.
(Partia]—yeér data for 1984-85 are presented in Table A-12.) These data
cover General Fund revenue sources, which yﬁe]d about 85 percent of all
income collected by the state.

The 1973-74 to 1983-84 period encompasses a wide variety of economic
conditicns 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, 1nc1udfng enactment of income tax indexing, several
large one-time tax cuts, Proposition‘13, and revisions both to the bayment
due dates and the pené]ties assessed for late tax pavments. Together;

these conditions presented forecasters with unprecedented challenges.
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Table 1 summarizes data from Appendix A in order to show both the
magnitude and principal céuses of the discrepancies between actual and
estimated revenues, for each of the 11 fiscal years. For each fiscal vear,
the estimates cited in the table cover an 18-month perieod between when the
budget for that year was introduced (January) and the end of the year
(June). The table indicates that:

e 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).

e 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 offsetfing shortfalls
against overages. When this is done, the total dollar volume of
the discrepancies between actual and proiected revenues during
this period is found to have been much greater--$8.4 billion.

e By far, fhe 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.
e In "normal" years, discrepancies due to the enactment of new

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

-12-
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Table 1

Discrepancies Between Estimated and Actual General Fund Revenues
1973-74 Through 1983-83
(millions of dollars)

Initial Budget Discrepancies Due To:

Fiscal Estimate b c Total Discrepancies Economic and New Other
Year (Adjusted) Actual DaTlars  Percent Technjca1 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 82° 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 4142 -0.7 -1,358 1,256 -41
11982-83 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

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

Published in January preceding 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 Governor's Budget.

Income estimate published by the State Controller. Figures exclude General Fund special acccunt

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

overnment, and year-end revisions by the State Contrgller, _
ncludes $19 million revenue gain from Proposition 6 (June 1976), which was placed on the ballot

by the Legislature.




Generally, they total less than $100 millicn. -~ In five of the 11

years, however, "special™ circumstances have led the Legislature

to significantly change the level of revenueé and trénsfers going
." to the General Fund. In both 1973-74 and 1978-79 the Legislature

cut taxes in order to eliminate budget surpluses. During the

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

the Legislature increased revenues in order to eliminate budget

deficits. With the exception of 1983-84, the revenue effects of
legislation enacted during "special" 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

-14-
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Legislature to enact bills a]teriﬁg revenues in order to eliminate budget
deficits or undesired budget-surp]uses.1

Even a sma]T "error" in projecting the level of econcmic 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, a 10 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:

e Actual Revenues Compared With the Original January Budgét

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 té 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.

T.7 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.

-15-



Table 2

Discrepancies Between Estimated and Actual General Fund Revenues

Actual Revenues Compared With:

Attributable to Economic and Technical Factors
- 1973-74 through 1983-84
(millions of dollars)

Fiscal Original January Mid-Year Estimate
Year Budget Estimate First May Estimate (January)
_ As Percent As Percent As Percent
Difference of Estimate  Difference of Estimate Difference of Estimate

1973-74 $139 1.9% $119 1.6% $243 3.7%
1974-75 722 9.2 322 3.9 166 2.0
1975-76 459 5.0 621 6.9 451 4.9
1976-77 886 8.5 680 6.4 394 3.6
1977-78 1,333 10.8 961 7.5 325 2.4
1978-79 973 6.4 780 5.1 220 1.5
1979-80 635 3.7 458b 2.6 203 1.1
1980-81 -283 -1.5 -276 -1.4 -80 -0.4
1981-82  -1,358 -6.4 -1,612 -7.6 -724 -3.5
1982-83 -2,376 -10.6 -1,163 -5.5 282 1.4
1983-84 835 3.8 625° 2.8 341 1.5
Average
Discrepancy
for 1l-year
period -- 6.2% - -- 4.7% -- 2.4%
a. Frigures derived from tables in Appendix A.
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).

¢. Revision to June 1983 estimate; in 1983, an April
was published.
d. Unweighted average of absolute values of percent revisions for individual years.

-16-
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Actual Revenues Compared With First May Estimate. Table 2 shows

that eccnomics-related discrepancies between actual revenues and
the estimate made one to two months before each fiscal year began
(when the Legislature actuslly 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 Governor's budget
for the following vear) and actual revenues averaged 2.4 percent.
These discrepancies ranged from about 5 percent above to 3.5

percent below the midyear estimates.

Four main conclusions can be drawn from the dats 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-



period 1973-74 through 1983-84, the discrepancy for 1984-85 would
range from $1.2 billion (measured from the May revision) to aboutv
$1.6 billion (measured from the original budget estimate).

. ijﬁg; 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 Legis]ature's
ability to conduct fiscal planning and manage the state's budget.

e 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.thr0ugh 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 evidence that the department's track record is worse
than the COSF's, and there is some evidence that its performance has
actually been a bit better.

CONCLUSTION

In summary, we conclude that:

e 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.

e 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 thé previous 11
Mays, actual revenues in the current year would differ from the

estimate by $1.2 billion.

-19-



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)

Difference Between Actual and Estimated Revenuésb

Department Commission
Fiscal Year of on State Most
and Forecaster Finance Finance Accurate
1981-82 |
First Budget Estimate -$1,358 NAC NA
May Estimate -1,612 -$1,745 DOF
Mid-Year Budget -724 -873 DOF
Estimate
1982-83
First Budget Estimate -2,376 -2,885 DOF
May Estimate -1,163 =711 COSF
Mid-Year Budget 282 280 BOTH
Estimate
1983-849
First Budget Estimate ' 835 1,337 DOF
May Estimate 625 783 DOF
Mid-Year Budget 341 161 COSF
Estimate

a. Data 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.

The COSF did not issue its first revenue forecast until June 1981.

Data revisions reflect estimated revenue receipts as of June 1984,

a o
o .
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The department's revenue forecésts 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

e

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
department's revenue estimates to go awry. In this chapter, we review in
more detail the department's economic forecasting record, and compére it to
the record compiled by other economists.

THE DEPARTMENT'S ECONOMIC FORECASTING TRACK RECORD

Tables B-1 through B-13 in Appendix B show the depaftment's track
record in forecasting the performance of the California economy from 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:

e 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),

e Forecasts made during periods in which the level of economic
activity is fluctuating--especially forecasts made during
recessions and post-recession recovery periods, and

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

revenue base, such as taxable corporate profits.
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For éxample, as Tables B-9, B-10, and B-11 show:
e The level of California corporate profits initia]]y 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 taxéb]e 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 economfc 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 compéring the department's economic forecasting record with
that of other forecasters appear in Appendix C (national data) and Appendix
D (state data). These appendices show forecasts for a variety of v
revenue-re]afed economic variables during the period 1973 tc 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 forecasting 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 shows that (1) all forecasters have done extremely poorly in

prediéting changes in this variable, and (2) the department's forecasts
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have, in most cases, been within the range of other forecasts--thaf is,
-higher than some and lower than otheré. .

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 gégggﬁ than those compiled
by other individual forecasters. Moreover, Table 4 shows that the
department's record in projecting the growth in Califernia personal income
is decidedly superior to the record of other forecasters. This is of
speciél 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 Cther Forecasters
(1973 Through 1983)

Percentage of Economic Forecasts for Which:

Finance

and Other
Other Forecasters
Finance Forecasters Here
Was Most - Were Most Fqually
Basis of Comparison Accurate Accurate Accurate
A. NationaT Economic Variables®
o Finance Versus Individual 449, 50% 6%
Forecasters
o Finance Versus the Average of 36 B3 11
Other Forecasters
B. Catlifornia Economic Var‘iab]esh
1. A1l Variables Combined
e Finance Versus Individual 47 45 8
Forecasters s
e Finance Versus the Average of 4?2 45 13
Other Forecasters '
2. Personal Income Growth Only
o Finance Yersus Individual 57 37 6
Forecasters
e Finance Versus the Average of 45 36 18

Other Forecasters

*a. Based upon data in Appendix C.

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

Pre]iminéry'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, hcwever, is that, despité 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 Tikely" forecast. Its efforts to encompass the
actual outcome within this bracket, however, frequently have been
unsuccessful. For example, the department's original (January 1981)
"pessimistic" revenue forecast for 1981-82 was about $770 million below its
official forecast, while revenues actually turned out to be $1.4 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:
o The department's economic forecasting record leaves much to be

desired,
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o The department's economic forecasting "batting average" is
neither significantly worse nor significantly better than those
of other forecasters.

o 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 what any forecaster anticipated. This has
been the case in 9 of the past 11 years, and appears agaiﬁ 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 forecastina

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 cenerally.
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CHAPTER V
PROGNOSIS AND RECOMMEMDATIONS REGARDING REVENUE ESTIMATING

The principal conclusion of this report should now be clear: so
Tong as eccnomists' understanding of the economv is incomplete,
discrepancies between estimated and actual revenues are inevitable.
Consequently, we believe that although fhere 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.
RECOMMENDATIONS

Given that significént 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) take
steps to improve the timeliness and comprehensiveness of the information on
which it bases its decisions.

1. - Reserve for Economic Uncertainties

We recommend that the Legisiature 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 weuld 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 anaiytical basis for specifyving precisely what the
size of this balance should be.- This js 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 "insurance policy" function by "buying
time" for the Governor and the Legislature to seek and adopt other
a]fernatives 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

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:
e Submit updates of revenue estimates at four-to-five specified
points during the year,

e Provide detailed explanations for any revisions to its revenue

estimates, and

o 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 (Alguist) earlier this year. This bill,
however, was vetoed by the Governor,

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

Tines of SB 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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Table A-1

History of Department of Finance Gereral Fund Igccme Estimates for 1973-74

(mill4ons of doMars)

Actual
Adjustments Related to Technical Reestimates Adjustments Related to Other Factors Totals as
First Budget and Economic Forecasting Revisions by the Department Reported by
Estimete 1973 Federal Revenue Controller's the State
Incore Catecory {January 1973) May 1973 January 1974 May 1974 January 1975 Subtotal  Legislation Sharing Revision _ Revisions  Subtotal = Controller
A, Major Taxes
Bark and Corporation $995 $75 -$50 $23 % 52 $10 - - $10 ($1,057
Perscral Income 2,175 -105 -14 70 37 -12 -331 - -$3 =334 1,829
Sales and Use 3,000 3 -103 100 16 48 =372 - - -372 2,676
A1l Other 875 3 =48 -8 I -3 -3 - - -3 799
Subtotal, Major Taxes $7,045 $7 -$215 $165 $57 $14 -$6% - -$3 -$699 $6,360
B. Interest Inccire 64 i1 68 24 -1 102 - - -~ - 166
C. Other Revenues ard 139° 2 3 -1 - 3 -6 - 1 5 157
Transfers, Excluding
tederal Revenue Sharing
D. Federal Reverue Sharing 215 - - - I - - $65 == 65 280
Totals, General Fund $7,463 $20 -$124 3188 $55 $139 -$702 $65 -2 -$639 $6,963
Revenues and Transfers
a., Detaiis may not add to totals due to rounding. Additionel details on the revisions shown in this table appear in the 1974-75 Analysis of the Budget Bill (Téb]e 10, page
A-37) or are available from the Legislative Anab/st s office, |
b. Excludes $11 millicn in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues,
c. Excludes $12 million in reverues to General Fund Special Accounts which are not unrestricted General Fund revenues.

A
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Table A-2

Historv of Departrent of Finance General Fund Igcare Estirates for 1974-75
(millions of dollars)

. Actual
Adjustments Related to Technical Reestimates Adjustments Related to Other Factors Totals as
First. Budget and Econumic Forecasting Revisions by the Departrent Reported by
Estirate ' 1974 Federal Revenue Controlier's the State
Income Category (Januarv 1974) May 1974 January 1975 May 1975 January 1976 Subtotal  Legislation Sharing Revisions  Revisions Subtotal  Controller
A, Major Taxes
Bark and Corporation "$1,050 $100 $30 $35 $39 fe04 - - - - $1,254
Personal Incare 2,209 76 95 50 12 233 $60 S -$2 $58 2,580 -
Sales and Use 3,175 155 30 -25 A 194 - - - -- . 3,39
Al Other 879 -53 -15 14 1 -53 - - == - ’ 826
Subtotal, Major Taxes $7,393 $279 $140 $74 $85 $578 $60 - -$2 $58 $8,029
B. Interest Income 72 52 45 -9 8 % - - - - 168
C. Other Revenues and 155 69 2 4 4 18 - - 2 -2 201
Transfers, Excluding
Federal Revenue Sharing
D. Federal Revenue Sharing 250 - - - - - - -$35 - -3 215
Totals, General Fund 47,870 $400 $186 $69 $97 . $722 $60 -$35 -$4 $21 $8,613

Pevenues and Transfers

a. Uetalls may not add to totals due to rounding. Additional details on the revisions shown in this table appear in the 1975-76 Analysis of the Budget Bill (Table 8, pace
A-27) or are available from the Legislative ‘Analyst's office,

b. Excludes $10 million in revenues to General Fund Special Accounts which are not unrestricted General Fund reverues,

c. Excludes $12 million in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues.
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Table A-3

History of Departivent of Finance General Fund Igcome Estimates for 1975-7
(millions of dollars)

Actual
Adiustrents Related to Technical Reestimates Adjustients Related to Other Factors Totals as
First Budget and Econamic Forecasting Revisions by the Department Reported by
: Estinate i 1975 Controller's the State
Incare Category - (January 1975) Mav 1975 January 1976 May 1976 January 1977 Subtotal  Legislation  Revisions Subtotal  Controller
A. Major Taxes
Bark and Covmration $1,045 $7 14 $158 $14 $195 $49 - $49 $1,287
Persomal Income 2,950 -125 60 110 70 115 25 -$3 22 3,087
Sales and Use 3,681 -61 76 15 3 33 4 - -4 3,718
A1 Gther 89 27 12 69 2 110 C - - - 959
Subtctal, Major Taxes $8,525 -$153 $162 $352 $39 $450 $78 -$3 $75 $9,050
B. Interest Income 140 -17 4 10 2 | - 11 139
C. Other Revenues and 27 7 5 1 -3 10 -77 & -71 212
Transfers, Excluding ’
Federal Revenue Sharing
D. Federal Reverue Sharing 215 - -- -- et -- - - - 215
Totals, General Fund $9,153 -$162 $170 $363 %88 $459 $1 $4 $5 $9,616

Reverues and Transfers

3. Details may not add to totals due to rounding. Additional details on the revisions shom in this table appear in the 1976-77 Analysis of the Budget Bill

(Table 8, page A-Z9) or are available fram 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.
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Tabie A-4

History of Departrent of Finance Geteral Furd Igcome Estinutes for 1976-77
(millions of dollars)

:

Actual ’
Adiustments Related to Technical Reestimates Adjustments Related to Other Factors - Totals as
First Budget and Econorric Forecasting Revisions by the Department Proposition Reported by
' Estinete 1976 6 Revenue Court Controller's the State
Incare Catecory {January 1976) Mav 1976 January 1977 May 1977 January 1978 Subtotal  Legislation  Effect Cases  Revisions Subtotal  Controller
A, Maior Taxes
Bank and Corporation $1,375 §70 $126 $50 $17 .63 $4 - - - $4 $1,642
Personal Income 3,405 120 95 155 -39 331 % - - - 25 3,761
Sales and Use 4,100 -22 -6 85 51 108 28 - $45 - 73 4,281
All Cther 97 26 _30 61 9 126 6 §1_9_b - - 25 1,097
Subtotal, Major Taxes $9,827 $194 $245 $351 $37 827 $63 $19 $45 - $127 $10,781
B. Interest Income 115 10 14 - 13 37 - - - - - 152
C. Other Reverues and 211¢ 1 27 4 -10 22 - - - $1° 1 23
Transfers, Excluding ,
Federal Revenue Sharing
D. Federal Pevenue Sharing 215 - -- - - - - - - - - 215
Totals, General Fund $10,368 $204 $286 $354 $40 %6 %63 $19 $45 - $1 $128 $11,332
Revenues and Transfers ’
a. Details nay not add to totals due to rounding. Additional details on the revisions shown in this table appear in the 1977-78 Analysis of the Budget Bill (Table 10, page
A-53) or are available from the Legislative Analyst's office,
b. Peflects Proposition 6 on the June 1976 ballot, which repealed the principal office deduction for insurance comanies.
c. Excludes $24 million in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues.
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Table A-G

History of Departrent of Finance Seneral Fund Incate Estimates for 1977-78
(millions of doilars)

Actual
. Adjustiments Related to Technical Reestimates Adjustments Related to Other Factors Totals as
Firet Budoet &nd Econamic Forecasting Revisions by the Department Reported by
Estinate 1977 and 1978 Controller's the State
Incare Category (January 1977) May 1977 January 1978 May 1978 January 1979 Subtotal  Legislation Revisions  Subtotal  Controller
A. Major Toxes
Bank and Corporation $1,750 $40 $112 $155 $27 $334 -$2 - -$2 $2,082
Personal Income 4,285 215 83 20 63 381 2 - 2 4,658
Sales and Use 4,610 0 316 - 15 421 -1 - -1 5,030
A1l COther 1,087 29 66 -13 2 84 - - - 1,170
Subtotal, Major Taxes $11,72 $374 $577 $162 $107 41,220 -$2 - ~$2 $12,950
B. Interest Incone 143 7 75 10 48 140 - - - 283
C. Other Pevenues and 267b -9 -17 -11 9 -28 7 =L 7 246
Transfers, Excluding
- Federal Revenue Sharing
D. Federal Revenue Sharing 215 -~ -- - -- - - - = 215
Totals, Gereral Fund $12,357 $373 %636 . $161 $164 $1,333 $5 - $5 $13,695

Revenues and Transfers

a. Details may not add to totals due to rounding, Additional details on the revisions shom in this table appear in the 1979-80 Analysis of the Budget Bill

(Table 25, page A-51) or are available fram the Legislative Analyst's office, :
b, Excludes $39 million in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues.
¢. Excludes $37 million in revenues to General Fund Special Accounts which are not unrestricted General Fund revenues.
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History of Departrent of Finance Gereral Fund 1
(mitlions of dollars)

Table A-6

gcure Estimates for 1978-7¢

Adjustrents Pelated to other Factors Actual
Adjustments Related to Technical Reestirates : Federal Totals es
First Budget and Econamic Forecasting Revisions by the Department Proposition Revenue Reported by -
Estimate 1978 13 Revenue  Sharing Controller's the State
Inceee Cateqory (January 1978) May 1978 Januarv 1979 Mav 1979 Jure 1979 January 1980 Subtotal  Legislation  Effect  Revision  Revisions  Subtotal  Controiler
A. Major Taxes
Bank and Corporation $2,120 $60 $27 $33 -~ $il $181 -$7 67 - -- e $2,381
Personal Income 5,500 €0 145 =22 -$30 67 220 -980 22 - - -958 4,762
Sales and Use : 5,515 75 140 Kt 8 26 299 3 -38 -- - -3 5,779
A1l Gther 1,282 -16 17 =21 - 10 “-10 -6 - - - -6 1,266
Subtotal, Major Taxes $14,417 $179 $329 $70 -$2 $114 $690 -$990 $71 - - -$919 $14,188
B, Interest Incare 190 10 225 25 - -3 257 - - - -$1 -1 445
C. Other Pevenues ard 279 4 6 5 - i1 26 3 - - - 3 38
Transfers, Excluding
Faderal Revenue Sharing
D. Federal Revenue Sharing 275 - - - - -~ - - - 1 - 1 276
Totals, General Fund $15,161 $193 $560 $100 -$2 $122 $973 -$987 $71 $1 =31 -$916 $15,217
Pevenues and Transfers
a. Details may rot add to totals due to rounding, Additional details on the revisions shown in this table appear in the 1980-81 Analysis of the Budget Bill (Table 26, page A-46) or are

available from the Legislative Analyst's office.
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Table A-7

History of Department of Finance Ceneral Fund Incame Estinates for 1979-80
{miliions of dotlars)®

. Actugl
Adjustiments Related to Technical Reestimates Adjustments Related to Qther Factors Totals as
First Budget and Economic Forecasting Revisions by the Department Reported by
Estinate 1979 Controller's the State
Trcone Cateqory (January 1979) May 1979 June 1979 January 1580 May 1980 January 1981 Subtotal  Legislation _ Revisions Subtotal  Controller
A Major Taxes v _ '
Pank and Corporation  $2,460 sis0 S0 -$208 -$99 51 53 §44 5440 3 §2,510
Personal Incone 6,213 -13 -150 232 185 46 300 -7 - -7 6,506
Sales and Use 6,375 5 -64 190 10 Y4 193 -46 - -46 6,522
AT1 Other 1,39 -23 - 9 ) 10 24 -4 - - 4 1,366
Subtotal, Major Taxes $16,442 $149 -$104 $204 $76 $106 $431 -$13 $44 $31 $16,904
B. Interest Incame 325 25 - 150 45 1 21 - -2 -2 544
C. Other Revenues and 325 3 - 5 4 -29 -17 6 17° 1 319
Transfers, Excluding . .
Federal Revenue Sharing
D. Federal Revenue Sharing 276 -= - - - - - - - - 276
Totals, Cereral Fund $17,368 $177 -$104 $359 %125 $/8 $635 -$19 $59 $40 $18,043

Revenues and Transfers

a. Detalls mey not add to totals due to rounding.  First budget estimate excludes an adninistrative proposal to reduce revenues by approximately $1.4 billion. Additional
details on the vevisions shown in this table appear in the 1981-82 Analysis of the Budget Bill (Table 16, page A-28) or are available fram the Legislative Analyst's
office. ‘

b. Represents reclassification of certain bank and corporation tax revenues, designated as FALA Fund transfers under the provisions of AB 66 (Ch 1150/79), from special funds
revenues to General Fund revenues.

c. Includes $13 million in General Fund transfer incame from the Driver Training Penalty Assessment Tund ($6 million) and Working Capital Advances ($6 mitlion).
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Table A8

History of Department of Finance Ceneral Fund Igcone Estimates for 1960-81
(millions of dollars)

Actual
Fdiustments Related to Technical Reestimates Adjustments Related to Other Factors Totals as
First Budcet - and Economic Forecasting Revisions by the Departrent Reported by
Estimate 1980 Controller's the State
Incae Categorv {January 1980) May 1930 January 1981 May 1981 January 1982 Subtotal  Legislation Revisions Subtotal  Controller
A, Major Taxes
Bank and Corporaﬁonb $2,800 $67 -$126 $55 -548 -$52 -$17 - -$17 $2,731
Personal Income 6,800 -130 15 -35 14 -136 -35 - -35 6,629
Sales and Use 7,740 -- ~225 28 -33 =23 -4 - -4 7,006
A1l Other 1,517 -6 8 -88 14 -60 " =15 - -5 1,443
Subtotal, Major Taxes $18,357 -569 -$288 -$40 -$81 -$478 -$71 - -$71 $17,838
B. Interest Inccre 400 25 29 8 4 66 -2 -$1 -3 463
C. Other Revenues and 328 37 63 5 24 129 18 25¢ 43 500
Transfers, Excluding '
Federal Revenue Sharing
D. Federal Pevenue Sharing 276 - - - - - - == - 276
Totals, General Fund $19,361 -$7 -$1% . =$27 -$53 -$283 -$55 $24 -$31 $19,047

Fevenues and Transfers

a. Details may not add to totals due to rounding, Additional details on the revisions shown in this table appear in the 1982-83 Analysis of the Budget Bill
(Table 21, page A-32) or are availahle from the Legislative Amalyst's office.

b. Roverue figures treat certain transfers to special funds under AB 66 (Ch 1150/79) as General Fund revenues, consistent with how the Controller treats these
transfers, The depertment had treated these transfers as direct special funds revenues until January 1982, when it reclassified them as General Fund
revenues, See footnote "a" above,

. Represents 525 miltion in General Fund transfer income, including funds fram the Special Account for Capital Qutlay ($10 million), the State Beach, Park,
Rec;eational and Historical Facilities Fund of 1974 {$7 million), the Fair and Exposition Fund ($4 million), and the Califomia Housing Finance Fund (52
million}, '
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Table A-9

History of Department of Finance Gensral Fund Income Estimates for 1981-82
(mitlions of dollars)®

Adjustrments Related to Other Factors Actual
Adjustmerts Related to Technical Reestimates Federal Totals as
First Rudget and Economic Forecasting Revisions by the Department Revenue Reported by
Fstimate ’ Legislation Sharing Controller's : the State
Ircome Cateqon {January 1981) May 1981 January 1982 March 1982 May 1982 January 1983 Subtotal ___l%l 1987 Revision Revisions  Subtotal  Controller

A, Major Taxes

Bank and Corporation 53,077° $248 -5303 -5255 -$50 -$101 61 §2 $3 - - $33 $2,649
Personal Income 7,435 100 -184 -97 & -10 -126 -1 185 - -0 174 7,483
Sales and Use 8,001 -4 -359 -140 -2 40 605 %6 179 - — 153 7,549
ATY Other 1,564 -8 49 17 - -15 -145 o - 6" 47 1,372
Subtotal, Major Taxes  $20,077 $209 -$8%5 -$475 -$10 167 81,38 <529 $399 - -$5 314 $19,053
B. Interest Incare 327 48 -61 - - 2 9 - - - 3 -3 333
C. Other Reverue 402 -4 % - -30 =27 £ 7 - - 3 2 456
Subtotal, Reverues $20,805 $254 -$861 $475 =340 $U72 61,204 12 $3%9 . -$56 $331 $19,802
D. Transfers, Fxcluding 77 - -2 - -- -37 63 547 32 - 169 &5 8%

Federal Pevenue Sharing

E. Federal Revenue Sharing 1 - - - - — -- - - =$ == -1 179
Subtotal, Transfers $257 - -$26 - - -$37 63 547 $¢2 -§1 $16 sees $1,078
Totals, Ceneral Fund $21,062 $254 -$888 -$475 -$40 -$209 -$1,388  $535 72 -$1 -$40 $1,215 $20,921

Revenues and Transfers

a. Details may not add to fotals due to rounding, Additional details on the revisions shown in this table appear in the 1983-84 Budget: Perspectives and Issues (Table 29, page
71} or are available fran the Legislative Analyst's office.

b. Reverue figure treats certain transfers to special funds under AB 66 (Ch 1150/79) as General Fund revenue, consistent with how the Controller treats these transfers. See
footnote "a" above.

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

d. Includes $11 million from Fair and Exposition Fund.
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Table A-10

History of Department of Finance General Fund Igccme Estimates for 1982-83
(milligns of dollars)

I

Adjustments Related to QOther Factors Actual
Adjustrents Related to Technical Reestimates Totals as
Original and Economic Forecasting Revisions by the Department 1982 Reported by
. Estimate . Ballot Legislation Controller's the State
Incare Cateqory (May 1981) January 1982 March 1982 May 1982 January 1983 Jure 1983 January 1984 Subtotal  Initiatives TO8I 1982 1983 _ Revisions  Subtotal  Controller
A. Major Taxes
Bank and Corporation $3,755  -$3%4 -$330 -$325 -$235 -$129 -$29 -$1,382 - $34 $75 44 - $163 $2,5%
Personal Income 8,670 -659 -~195 -40 -346 - 270 123 -847 -$222 -1 68 45 - -110 7,713
Sales and Use 9,060 -465 -290 40 -827 18 13 -1,591 - -~ 140 X - 173 7,643
ANl Other 1,558 -63 10 -3 40 10 -- -6 -145 2 2 - gjl_b : 1B 1,687
Subtotal, Major Taxes  $23,043 -$1,521 -3805 -$408 -$1,368 $169 $107 -$3,826 -$367 $56 %510 $133 $31 $362 $19,579
B. Interest Incone 375 -7 - - -74 K] -7 -122 - - - - - - 253
C. Other Revenue 397 139 == -- 13 -27 5 130 - e 1 133 660 .
Subtotal, Revenues $23,815 -$1,453 -$805 -$408 -$1,429 $172 $105 -$3,818 -$367 $55 %642 5133 $32 . $495 $20,492
D. Transfers &0 =53 - - -16 12 -7 -64 -- - 49 297 =3 743 739
Totals, Cereral Fund $23,875 -$1,506 -$805 -$408 -$1,445 $104 $98 -$3,882 -$367 455 $1,091  $430 $29 $1,238 $21,231
Reverues and Transfers : -
a. Details may not acd to totals due to rounding. First budcet estimate {January 1982) excludes an adninistrative proposal to raise revenues by approximately $1.2 billion, Additional details on
the revisfons shown in this table appear in the 1984-85 Budget: Perspectives and Issues (Table 30, page 77) or are available from the Legislative Analyst's office,
b. Reclassification of an insurance tax refund, as a claim against 1981-82 revenues instead of 1982-83 revenues, associated with a court case involving the principal office deduction initiative
(Proposition 6, June 1976)., The $31 milldon revenue loss due to this court case had been incorporated into the January 1982 insurance tax revenue estimate for 1982-83.
® 5
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Adjustients Related to Other Factors
Court :
Cases and Totals
Legislation  Federal as of
T08 TS84 Low Changes Subtotal  June 1534
845 %5 $92 $132 $3,200
236 -5 - 231 9,200
24 - - 2 8,620
-8 - = &8 _11%
$313 -$10 $92 $3%5 $22,216
- - - - 260
2 - - 780
$540  -$10 $92 $622 $23,256
o 2B - 468 47
%980  $18 $92 $1,090 $23,727

o ~ o o N
Table A-11°
History of Departrent of Finance General Fund Income Estinates for 1983-84
(mi1lions of doliars)®
Adijustments Related to Technical Reestinates
Original and Economic Forecasting Revisions bv the Department
Estinate ]
Income Catesory (Jure 1982) January 1983  April 1983 June 1983 Jaruary 1984 May 1984 June 1984 Subtotal
A, Majnr Taxes
Bank and Corporation 43,240 -$440 $55 -$40 $288 $5 -$40 -$172
Persorial Incore 8,810 =210 -56 310 -140 185 70 159
Sales and Use 9,475 -1,022 -103 51 150 75 0 -819
ANl Other 1,290 -170 -6 1 -13 2 4 -182
Subtotal, Major Taxes $22,815 -$1,842 -$110 $322 $285 $288 464 -$993
B. Interest Incone 350 -% - -19 5 12 8 -90
C. Other Revenue -500 70 - 13 - -26 -4 53
Subtotal, Revenues $23,665 -$1,868 -$110 $316 $220 $274 $68 -$1,030
D. Trensfers 5 - - 4 -6 -1 - =3
Totals, CGeneral Fund $23,670 -$1,868 -$110 $320 $284 $273 %68 -$1,033
Revenues and Transfers
a. Details may not add to totals cue to roundina. First budget estimate {January 1983) excludes an administrative proposal to raise revenues by approximately $675 million,
Foditional details on the revisions shown in this table appear in the 1984-85 Budget: Perspectives and Issues (Table 33, page 82) or are available from the Legislative
Rralyst's office.
b.

This amount, which represents transfers to the General Fund from the COFPHE fund under AB 1XX, has been treated as a negative expenditure by the Department of Finance.
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Table A-12

History of Departrent of Finance General Fund Incare Estimetes for 1984-85
{(millions of dollars)

Adjustrents Related to Other Factors

D aon owm
D A

interest
Eamings from
Adiustrents Related to Techrical Reestinates and Short-term
First Budget Econamic Forecasting Revisions by the Department Action on External Totals
- [stimate the 1984 Borrowing as of

Income Catecory (January 1684) May 1984 June 1984 July 1984  Subtotal Budget Act ngramb_ Subtotal June 1984
A, ‘Major Taxes

Bank and Corporation $4,290 -$370 $80 - -$290 -- - - $4,000

~ Personal Tncane 9,860 140 -70 o3 163 - - - 10,023

Sales and Use 9,600 110 ~110 -- - - - $5 9,605

AT1 Other 1,232 28 6 - % - - - 1,266

Subtotal, Major Taxes $24,982 -$92 -$94 $93 -$93 $5 - $5 $24,8%4
B. Interest Incove 285 42 3 - 45 - $68 68 3%
C. Other Revenue 530 -14 - - -14 - - - 5169

Subtotal, Revenues $25,797 -$64 -$91 $93 -$62 $5 $68 $73 $25,808
D. Transfers 29 -3 - - -3 3 - 3 2

Totals, General Fund $25,826 -$67 -$91 $93 -$65 $7° $68 $75 $25,836

Revenues and Transfers
“Defails may not &dd to totals due to rounding.

These gains are partially offset by the interest costs of short-term extermal borrowing.

Includes $70 million reflecting a compromise between the Govermor and the Legisiature,

Includes a $5 million overstatement hy the department of tidelands oil revenues.

Represents net effect of legislative changes ($38 million) and Govermor's vetoes (-$31 million).
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Table B-1

History of Demartrent of Finance Econamic Forecasts for 1973°

First Budget First May Second Budget Secord May Third Budget

Estimate Revision Estinate Revision Estimate b
Economic Variable {January 1972) (May 1972) (Jamuary 1973) (May 1973) (January 1974) - Actual
A. Matioral Variables:
Growth in real GiP (% . 3.7% 4.1% 6.1% 6.4% 5.9% 5.8%
Consumer price inf]atfon (%) 4.5% - ’ 4,1% 3.4% 4.8% 6.1% 6.2%
Civilian emplovrent (000) 82,677 {2.2%) 82,840 (2.2%) 83,820 (2.6%) 83,910 (2.7%) 84,380 (3.3%) 85,064 (3.5%)
Unamplarent rate (%) 5.1% 5.4% 5.2% 5.0% 4.8% 4,9
Private housing starts 1.78 (-8.0%) 2.10 (-12.5%) 2.10 (-11.0%) . 2.20 (-6.7%) 2.08 (-11.6%) 2.04 (-13.2%)
(militons of units)
Autombite sales (millions NA NA NA NA 11.8 (7.8%) 11.4 {4.4%)
of units) :
Before-tax corporate profits $106.2 (9.8%) $108.5 (11.3%) $107.5 (13.9%) $114,5 (21.4%) $125.9 (28.5%) $125.6 (24.9%)
(billions $) :
B. Califormia Variables:
Personal incore (biltions §) $108.7 (7.7%) $110.4 (8.9%) $111.5 (9.12) $111.7 (9.5%) $112.0 (9.7%) $114.7 (10.1%)
Civitian erployrent (C00) 8,370 (2.3%) 8,405 (2.4%) 8,535 (2.8%) 8,560 (3.0%) 8,742 (5.2%) 8,285 (3.6%)
Urerployment rate (%) NA NA 5.4% NA 5.1% 7.0%
Wage and salary amplowent (000) NA NA 7,850 (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%
Housing permits (single & 160 (-27.3%) 170 (-38.2%) 220 (-21.4% 225 (~19.3%) 225 (-19.1%) 216 (-22.7%)
rultiple units, thousands)
Autorchile sales {thousands 1,025 (-2.4%) NA 1,110 (1.9%) NA 1,130 (5.0%) 1,167 (8.9%)
of units)
Taxable sales {(millions $) $53,000 (6.3%) NA $60,320 (11.8%) NA $61,030 (13.6%) $61,738 (14.9%)
Corporate profits (millions $) NA NA $9,400 (11.7%) NA $10,000 (10.5%) $10,694 (20.4%)
a. Figures in parentheses represent estimated annual percentace changes in variable values.
b. Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic Report of the Govermor. In some instances, actual data

values and some forecast revisions may reflect certain revisions in variable definitions which are not reflected in earlier forecasts.

et
&
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A

Economic Variable

National Variables:

Growth in real G (%)
Consumer price inflation (%)
C'i\!ﬂif:ﬁ emplovent {000)
Unemplovrent rate (%)

Private housing starts
(milticns of units)

Autorobile sales {millions
of units)

Before-tax corporate profits
{billions $)

California Variables:

Personal incone (billians §$)
Civilian employment (C00)

Unenplowrent rate (%)

Wage and salary enplovment (000)

{
Consurer price inflation (%)

Housing permits (single &
multiple units, thousands)

Autonobile sales (thousands
of units)

Taxable sales (millicns §$)

Corporate profits (millions $)

O

@ -

Table B-2

Historv of Departrent of Firance Fconomic Forecasts for 1974°

Secord May

oo
. .

Figures in rarentheses represent estimated annual percentage changes in variable values.
g ( { G

First Budget First May Second Pudget
Estimate Revision Estimate Revision
(January 1973) (May 1673) (January 1974) (May 1974)
4.4% 2.8% 1.6% -0.2%
3.6% 3.6% 6.2% 10.4%
85,500 (2.0%) 85,470 (1.9%) 85,200 (1.0%) 86,400 (2.4%)
5.0% 5.0% - 5.9% 5.4%

2.03 (-4.7%)

NA NA

$115.0 (7.0%)

$121.0 (8.5%)
8,750 (2.5%)

2.00 (-9.1%)

8,735 (2.0%)

1.76 {-15.6%)

10.8 (-8.9%)

$116.9 (2.1%) $121.2 (-3.7%)

$120.0 (7.5%) $120.0 (7.1%)

8,865 (1.4%)

NA NA 5.9%

A NA 7,780 (1.6%)
3.6% 4.0% 6.1

175 {-20.5%) 200 (-11.1%) 200 (-11.1%)
1,100 () NA 1,015 (~10.2%)

$64,320 (6.6%) MA
NA NA

$63,415 (3.9%)
$10,000 (04)

1.70 {~16.9%)
9.8 (-14.9%)

$137.0 (8.6%)

$121.9 (9.2%)
8,320 (1.7%)
A

7,862 (3.0%)
9.4%

175 (-19.7%)

NA

NA
NA

Third Budget
Estimate

(January 1975)

-2.0%

11.2%

86,200 (2.1%)
5.5%

1.36 (-33.5%)

9.0 {-22.1%)

'$144.6(17.8%)

$124.3 (9.3%)
8,355 (2.2%)
7.8%
7,825 (2.5%)
10.6%
123 (~43.6%)

-840 (-21.9%)

$68,400 (10.8%)
" 611,680 (10.37)

Actual values as reported in thie 1604 Economic Report of the Fresiderit and the 1984 Economic Report of the Govervor,
In sare instances, actuai data-values and some forecast revisions may. reflect certain revisions in variable definitions
which are not reflected in earlier forecasts. : ’

Asserbly Bill 505 (Chapter 1010, Statutes of 1973) revised the treatment of certain noncanpe

causing a cne-time permenent dowward shift in car sales ‘totals.

r trucks such as pickups,

Actual®

-0.6%
11.0%
86,794 (2.0%)
5.6%
1.33 {~34.8%)

8.8 (-22.8%)

$136.7 (8.8%)

‘$128.1 (11,7%)
8,637 (4.2%)
7.3%

7,834 (2.8%)
10.2%

129 (-40.2%

831° (-28.8%)

$68,071 (10.3%)
$11,728 (9.7%)
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A,

Fconomic Variable

National Varisbles:

Growth in real GIP (%)
Consurer price inflation (%)
Civilian enplovrent (000)
Unenployment rete (%)

Private housing starts
(rilVions of units)

Autonobile sales (inillions
of units)

Before-tax corporate profits
(biltions $)

California Variables:

Personal fncome (billions )
Civilian enployment (000}

Unenployrent rate (%)

Wage and salary employnent (000)

Conswrer price inflation (%)

Housing rermits (single &
multiple units, thousands)

Autanohile sales (thousands
of units)

Taxahle sales (mi1lions §)

Corporate profits {miilions §)

Table B-3

History of Departrent of Finance Economic Forecasts for 1975°

First Budeet First May Second Budget Second May
Estinate Revision Estimate Revision

(January .1974) (May 1974) (Jaruary 1675) (May 1975)
3.7% 3.9% -2.2% -4.4%
5.0% 6.5 10.3% 8.8%

87,050 (2.2%)

5.8%
2.00 (13.6%)

11.0 (2.3%)

$129.5 (6.9%)

$129.7 (8.1%)
9,080 (2.4%)
NA

NA

5.0%

220 (10.0%)

1,075 (5.9%) .

NA
NA

88,550 (2.5%)
5.3%
2.00 (17.6%)

10.7 {9.7%)

$142.0 (3.6%)

$133.4 (9.4%)
8,575 (3.1%)
NA

8,153 (3.7%)
6.6%

200 (14.3%)

NA

MA
NA

86,200 (0%)

7.1%
1.35 {-0.7%)

10,0 {17.7%)

$121.0 (-16.3%)

.$136.0 (9.4%)

8,360 (0.1%)
9.3%

7,825 (0%)
10.8%

115 (-6.50)

775 (=1.7%)

$73,800 (7.9%)
$10,400 (-11.0%)

Fiqures in parentheses reprecent estinated annual percentage changes in variable values.
Actual values as reported in the 1984 Economic Report of the President and the 1984 Econcmic Report of the Governor,

In some irstances, actual data values and SOTe forecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.
Data prior to 1975 not strictly comparable, due to Statutory changes governing depreciation.

84,600 (-1.6%)
8.74%
1.10 (-17.8%)

7.9 (-11.2%)

$112.0 (-20.4%)

$135.2 (7.5%)
8,550 (0.3%)
9.8%
7,860 (0.4%)
9.9%

115 (-10.2%)
775 (-6.6%)

$72,240 (6.0%)
$10,400 (-14.8%)

Third Budget
Estimate
{January 1976} -

Actua1b

-3.0%
. 8.3%
84,850 (~1.3%)
8.5%
1,15 (-14.1%)

8.8 (-1.1%)

$121.5 (-13.7%)

$137.1 (8.7%)
8,505 (-0.2%)
9.9%

7,816 (-0.2%)
10.5%

136 (5.5%)

825 (-0.7%)

$73,675 (8.2%)

$11,400- (-4.1%) -

-1.2%

9.1%
85,846(-1.1%)
8.5%

1.16 (-12.8%)

8.5 (-3.4%)

$132.1 (-3.3%)

$141.0 (10.1%)

8,597 (-0.5%)
9.9%

7,847 (0.2%)
10.4%

132 (1.9%)

808 (-2.7%)

$73,476 (7.9%)
$12,314° (5.0%)
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A

Econgmic Variable

A

National Variables:

Growth in real GIP (%)
Consurer price inflation (%)
CiviTian employment (000)
Unenpi ovient rate {%)

Private housing starts
{millions of units)

Futanchile sales (millions
of units)

Before-tax corporate profits
{(billions &)

California Variables:

Personal incore (billions §)
Civilian amplovient (000)
Urenplowent rate (%)

Wage & salary employrent (000)
Consurer price inflation (%)

Housing permits {single &
rultiple units, thousands)

Autorobile sales {thousands
of units)

Taxable sales (milliors §)

Corporate profits (millions 3)

(“‘\

Table B-4

History of Department of Finance Econamic Forecasts for 19762

o
. .

Fiqures in parentheses represent estimated annual percentage changes in variable values.

First Budget First May Secord Budget Secend May
Estimate Revision Estimate Revision
{January 1975) (May 1975) (January 1976) (May 1976)
5.9% 6.3% 5.4% 6.0%
6.9% 5.6% 6.9% 6.0%
88,350 (2.5%) 87,600 (3.6%) 87,400 (3.0%) 87,500 (3.2%)
6.5% 7.7% 7.8% 7.3%

1.75 (29.6%)

10.0 (17.7%)

$132.0 (9.1%)

$150.5 (10,7%)
8,675 (3.8%)
NA
8,120 (3.8%)
6.9%

- 175 (52.2%)

NA

$82,300 (11.5%)
MA

1.58 (43.2%)

9.5 (20.3%)

$135.0 (20.5%)

$148.4 (9.8%)
8,850 (3.5%)
8.8%

8,090 (2.9%)
5.6%

175 (52.2%)

915 (18.1%)

$80,580 (11.5%)
$12,200 (17.3%)

1.45 (26.1%)

10.0 {13.6%)

$145.0 (19.3%)

$151.0 (10.2%)
8,750 (2.9%)
9.2%

8,050 (3.0%)
7.6%

175 (29.69%)

935 (13.3%)

$81,890 (11.3%)
$12,900 (13.2%)

1.50 (29.3%)

10.2 (14.6%)

$148.0 (26.4%)

$153.4 (10.9%)
8,710 (3.0%)
9.0%

8,150 (3.7%)
5.9%

190 (43.9%)

S50 (17.6%)

$82,600 (12.4%)
$13,900 (20.9%)

Third Budget

Estimate

(January 1977)

6.3%
5.9%%
87.500 (3.2%)
7.6%
1.54 (32.8%)

10.2 (18.6%)

$147.5 (28.8%)

$154.0 (10.6%)
8,595 (1.7%)
9.6%

8,137 (3.8%)

6.1%

215 (62.9%)

910 (12.6%)

$83,500 (13.6%)

$14,442 (18.9%)

Actual values as reported in the 1984 Economic Report of the President and the 1984 Economic Report of -the Govermor.
In some instances, actual data values and some forecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.

fetua)®

5.4%
5.8%
88,752 (3.4%)
7.7%
1.53 (31.9%)

10.0 (17.6%)

$166.3 (25.9%)

$156.9 (11.3%)
8,989 (4.6%)
9.2%

8,154 (3.9%)
6.3%

222 (68.5%

917 (13,5%)

$83,822 (14.1%)
$15,424 (25.3%)
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Histery of Cepartrent of Finance Economic Forecasts for 1977°

_'[9_

Private housing starts
{miitions of units)

Autarohile sales (nill9ons
of units)

Before-tax corporate profits

California Variables:

Persoiia) incare (billions $)
Civilian enployment (000)
Unerglovrent rate (%

Wage & salary employment. (000)
Consurer price inflation (%)

Housing permits (single &
miltiple units, thousands)

Autcmebile sales: {thousands
of units)

Taxeble sales (millions $)

Corporate profits (millions $)

1.70 (17.2%)
11.0 (10.0%)

$168.0 (15.9%)
(bi1140ns $)

$167.4 (10.8%)
9,080 (3.8%)
7.9%

8,335 (3.5%)
5.6%

210 (20.0%)

1,030 (10.2%)

$90,440 (10.3%)
NA

1.85 (23.37)

11.0 {7.8%)

$164.5 {11.2%)

$169.5 (10.5%)
9,000 (3.3%)
7.9%

8,400 (3.1%)
5.7%

230 (21.1%)

1,030 (8.4%)

$91,800 (11.1%) $92,525 (10.8%)
$15,400 (10.8%) $16,200 (12.2%)

1.75 (13.6%)

10.8 (5.9%)

$167.0 (13.2%)

$160.5 (10.1%)
8,845 (2.9%)
8.4%

8,430 (3.6%)
5.9%

240 (11.6%)

950 (8.8%)

. Figures in parenthescs represent estimated annual percentage changes in variable values.
. Actual values as reported in the 1984 Economic Report of the President and the 1924 Economic Report of the Governor.

1.90 (23.3%)

11.0 (8.9%)

$171.0 (15.5%)

$172.4 (11.4%)
9,140 (3.6%)
7.9%

8,480 (4.4%)
6.9%

290 (31.2%)

1,025 (11.8%)

$94,800 (13.1%)

$16,900 (12.0%))

1,93 (25.6%)
11.4 (12.4%)

$170.2 (8.5%)

$173.2 (12.5%)
9,200 (4.3%)
7.6% |
8,509 (4.8%)
7.0%

275 (24.4%)

1,145 (24.9%)

$99,760 (19.0%)
$18,150 (17.7%)

In some instances, actual data values and some Torecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.

®

First Budget First May Second Budget Second May Third Budget
) Estinate Revision Estimate Revision Estinate b
Econamic Variable {January 1976) ~ (May 1976)  (January 1977) {May 1977) {January 1978) Actual
A. National Variables:
Growth in real @GP (%) 5.4% 5.4% 4.8% 4.8% 4.9% 5.5%
Consurer price inflation (%) 5.5% 6.0% 5.4% 6.4% 6.5% 6.5%
Civilian emplowment (000} 90,200 (3.2%) - 89,950 (2.8%) 90,100 (3.0%) 90,100 (3.0%) NA 92,017 (3.7%)
Unenployment rate (%) 6.6% 6.5% 6.9% 7.2% 7.1% 7.1%

1.96 (28.1%)

11.0 (10.0%)

$194.7 (17.1%)

$175.7 (12.0%)
9,512 (5.8%)
8.2%

8,600 (5.5%)
7.1%

271 (21.92)

1,123 (22.5%)

$99,482 (18.7%)
$18,830 (22.1%)




_Zg_

A,

Econoriic Variable

National Variables:

Growth in reat GNP (%)
Consurer price inflation (%)
Civilian employment. (000)
Unerployment rate (%)

Private hausing starts
(rillions of units)

Autarohile sales {millions
of units)

Before-tax corporate profits
(billions $)

California Variables:

Personal incame (billions )
Civilian enployment (000)

Unemplowment rate (%)

Wsge & salary enployment (000)

Consirer price inflation (%)

Housing perits {sirgle &
multiple units, thousands)

Autorobile sales (thousands
of units)

Taxable sales (aillions §)

Corporate profits (millions $)

®

S

Table B-6

History of Departnent of Finence Econamic Forecasts for 1078

Figures in parentheses represent estimated annual percentage changes in variable values.,

First Dudget First May Second Budget Second May
Estirate levision Estimate Revision
(January 1977) (Mav 1977) {January 1978) {May 1578)
4.9% 5.0% 4.8%- 3.9%
4.9; 5.3% 6.3% 6.4%
92,650 (2.8%) 92,730 (2.9%) NA 93,800 (3.6%)
6.2% 6.7% 6.7% 6.2%

1.80 (2.9%)

10.8 (0%)

$181.5 (8.7%)

$186.2 (9.8%)
9,070 {2.5%)
7.4%

8,700 (3.2%)
4.9%

275 (14.6%)

920 (0%)

$101,430 (9.6%)
A

1.93 (1.6%)
10.6 {-3.6%

$185.5 (8.5%)

$190.0 (10.28)
9,375 (2.6%)
7.4%

8,725 (2.9%)
5.2

260 (-10.3%)

985 (-3.9%)

$103,700 (9.4%) $110,39%C (10.7%)
$18,400 (8.9%) $19,965 (10.0%)

1.90 (1.7%)
11.2 (-1.3%)

$190.5 (11.9%)

$191.8 (10.7%)
9,515 (3.4%)
7.2%

8,815 (3.6%
6.1%

235 (-14.5%)

1,100 (-3.9%)

1.83 (-8.2%)
11.0 {-1.9%)

$188.0 (9.6%)

$193.9 (12.5%)
9,905 (6.3%)
7.0

9,123 (6.4%)
6.7%

235 (-13.0%)

1,200 (6.9%)

$111,700 (12.3%)
$20,500 (10.4%)

Third Budget
Estirate
(January 1979)

Actual b

3.9%

7.7%

94,225 (4.1%)
6.1%

1.97 (-0.9%)

11.3 {0.9%)

-$201.0 (15.6%)

$197.4 (14.0%)
9,824 (5.6%)
7.2%

9,239 (7.6%)
7.8%

237 (-12.3%)

1,170 (4.2%)

$113,875 (14.5%)
$22,600 (19.9%)

Actual values as reported in the 1924 Econamic Report of the President and the 1984 Econamic Report of the Governor.
In some instances, actual data values and scme Torecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.

5.0%

7.7%

96,048 (4.4%)
6.1%

2.00 (2.0%)

11.2 (1.8%)

$229.1 {17.7%)

$200.7 (14.2%)
10,135 (6.5%
7.1%

9,200 (7.0%)
8.1%

244 (-9,9%)

1,185 (5.5%)

$113,468 (14.1%)
$23,247 (23.5%),

S,




A,

Econamic Variable

Mational Variahles:

Growth in veal Q%P (%)
Consumer price inflation (%)
Civilian employment (000)
Unenplowwent vate (%)

Private housing starts
{millions of units)

Automobile sales (millions
of units)

Before-tax corporate profits
(billions $)

Califormia Variables: -

Personal incore (billions §)
Civilian enployment (000)
Unerployrent rate (%)

Wage & salary amioment (000)
Consumer price inflation (%)

Housing permiits (single &
nultiple units, thousards)

Autonctile sales (thousands
of units)

Taxable sales (millions $}

Corporate profits (millions §)

(=0~}
Py

First Budget
Estinate
{January 1978)

4.5%

6.0%

NA

6.9%

1.77 (-7.1%)

10.6 (-5.4%)

$206.0 (8.1%)

$211.5 (10.3%)
9,800 (3.0%)
6.5%

9,095 (3.2%)
6.0%

20 (-2.1%)

1,050 (-4.5%)

$120,305 (9.0%)

$21,562 (8.0%)

Table B~7

History of Department of Finance Econamic Ferecasts for 1979

Update of i

Firat May Second Budget Seccr<! May Second May Third Budget
Revision Estimate Revision Revision - Estimate
{Mav 1978) {January 1979) {May 1979) {June 1979) (January 1980)

3.8% 2.1% 2.1% 1.8% 2.0%

6.3% 8.3% 10.7% © 10.6% 1.3

%,09 (2.5%) 95,740 (1.6%) 96,728 (2.5%) NA (2.3%) %,901 (2.7%)

6.3% 6.8% 6.0% 6.2% 5.8%

1.77 (-3.3%)

10.7 (-2.7%)

$208.0 (10.6%)

$214.6 (10.7%)
10,330 (4.3%)
6.9%

9,438 (3.5%)
6.3%

220 (-6.4%)

1,150 (-4.2%)

$123,000 (10.1%)
$22,800 (11.2%)

1.75 (-11.2%)  1.62 (-19.0%)

10.4 (-8,0%) 10.9 {-3.0%)

$209.0 (4.0%)

$203.2 (13.0%)
10,078 (2.5%) 10,306 (4.3%)
7.0% 6.6%
9,550 (3.4%) 9,666 (4.6%)
6.8% 9.0%

190 (-19.8%) 190 (-19.8%)

1,080 (-7.7%) 1,131 (-4.6%)

$222.3 (10.1%)

$222.0 (12.6%)

1.56 (-22.3%)

10.8 (-4.2%)

$231.3 (14.57)

$221.6 (12.3%)
10,002 (2.2%)
6.7

9,590 (4.0%)
10.4%

190 (-19.8%)

1,140 (-3.8%)

$126,900 (11.5%) $128,500 (13.2%) $129,200 (13.8%)

$24,300 (7.7%)

Figures in parentheses represent estingted annual percentage changes in variable values.
Actual values as reported in the 1984 Econcmic Report of the President and the 1984 Economic Report of the Governor,

In sove instances, actual data values and some forecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.

$26,200 (12.9%)

$27,100 (16.6%)

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 (-3.8%)

$131,100 (15.5%)
$26,340 (13.7%)

Actual b

2.8%
11.3%

98,804 (2.9%)
5.8
1.72 (-14.0%)

10.6 (-5.4%)

$252.7 (10.3%)

$279.3 (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%)



Table B-8

History of Department of F inance Econamic Forecasts for 1980°
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{billions $)

. California Variables:

Personal incare (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%)

Update of
First Budget First May First May Second Budget Second May Third Budget
Estirate Revision Revision Estimate Revision Estirate b
Econcmic Variable {January 1979) (May 1979) {June 1979) (January 1980) {May 1980) {January 1981) Actual
A. National Variables:
Growth in real GNP (%) 3.7% 1.6% 1.2% -1.8% -1.1% -0.7% -0.3%
Consumer price inflation (%) 6.8% 9.1% 9.2% 11.6% 14.0% 13.6% 13.5%
Civilian emloyment (000) 98,300 (2.7%) 98,082 (1.4%) NA 97,077 (0.2%) - 97,096 (0.2%) 97,246 (0.3%) 99,303 (0.5%)
Unemloyment rate (%) 6.6% 6.6% 7.1% 7.6% 7.4% 7.2% 7.1%
Private housing starts 1.90 (8.6%) 1.64 (0.9%) 1.49 (-4.5%) 1.32 (-24,2%) 1.01 (~41.5%) 1.28 (-25.8%) 1.30 (-24.4%)
{millions of units)
Autonobile sales (millions 11.0 (5.8%) 10.8 (-1.1%) 10.4 (-3.3%) 9,7 (-8.6%) 9.0 (-16.0%) 9.0 (-15.5%) 9.0 (-15.1%)
of units) "
Before-tay corporate profits $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%)

$259.6 (13.2%)

Civilian emloyment (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%)

Unemployent rate (%) 6.8% 6.9% 7.8% 7.6% 7.3% 6.8% 6.8%

Wage & saiary enploynent (000) 9,850 (3.1%) 9,949 (2.9%) 9,740 (1.6%) 0,812 (1.4%) 9,885 (2.1%) 9,884 (1.7%) 9,852 (1.9%)

Consumer price inflation (%) 7.1% 8.3% 9.1% . 11.7% 16.4% 15.7% 15.5%

Housing permits (single & 215 (13.2%) 215 (13.2%) . 210 (10.5%) 165 (-22.2%) 130 (-37.6%) 140 (-32.8%) 145 (-31.0%)
multiple units, thousands) »

Mtﬂmbﬂe sales (thousands 1,150 (6.5%) 1,175 (3.9%) 1,150 (0.9%) 1,070 (-6.1%) 970 (-13.9%) 950 (-15.7%) %1 (-14.8%)

of units)

Taxable sales (millions $)

Corporate profits (millions §)

$141,000 (11.1%)
$27,500 (13.2%)

$145,100 (12.9%)
$25,700 (-2.0%)

$145,100 (12.3%) $146,400 (11.7%)

$27,000 (-0.1%) $26,300 (0.0%)

. Figures in parentheses represent estirated annual percentage changes in variable values. )
. Actual values as reported in the 1984 Economic Report of the President and the 1984 Econamic Report of the Govermor..

$146,400 (11.2%)
$27,500 (5.0%)

In same instances, actual data values and some forecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.

$143,300 (8.8%)
$26,600 (5.1%)

$142,759 (8.4%)
$25,772 (1.7%)
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A,

Econamic Variable

Naticnal Variables:

Growth in real (P (%)
Conswner price inflation (%)
Civilien emplowent (000}
Uneplowient rate (%)

Private housing starts
(millions of units)

Autorrbile sales (millions
of units)

Before-tax corporate pmﬁtsc
(bitliens $)

Califomia Variables:

Personsl incame (billions §$)

Civitian amployrent (000)

Unerplovient rate (%)

Wage & salary enployment (000)
Consurer price inflation (%)

Housing permits (single &
multipie units, thausands)

Autcnobile sales {thousands
of units)

Taxable sales {millions $)

Corporate profits (millions §$)

First Budcet

Estirate

(January 1960)

4.5%

8.7%

99,784 (2.8%)
7.3%

1.76 (32.8%)

10.5 (8.7%)

$254.3 (18.7%)

$281.8 (12.2%)
10,893 (4,3%)
7.2%

10,201 (4,0%)
8.3%

230 (39.4%)

1,150 (7.5%)

$166,400 (15.7%)

$31,200 (18.5

Tuble B-9

“History of Department of Finance Econamic Farecasts for 10017

97,534 (0.5%)
9.0%
1.42 (41.0%)

10.3 (14.8%)

$266.3 (10.9%)

$266.7 (12.2%)
10,683 (2.7%)
8.4%

10,030 (1.5%)
10.7%

185 (42.3%)

1,070 {10.3%)

$169,400 (15.7%)

$30,700 (11.6%)

98,617 {1.4%)
7.8%
1.37 (6.9%)

7 (7.4%)

$255.7 (11.1%)

$287.2 (11.
© 10,897 (4.5%)

6.7%

10,085 (2.4%)
1143

175 (25.0%)

975 (2.6%)

$161,000 (12.4%) $160,000 (12.1%)

9

98,758 (1.5%)
7.5%

1.42 (8.6%)

9.7 (6.5%)

$287.0 (16.9%)

$289.3 (12.7%)

10,707 (2.5%)
7.6%

10,101 (2.2%)
10.3%

155 (6.9%)

1,015 (6.7%)

$29,700 (11.7%) $32,000 (5.9%)

Figures in parentheses vepresent estimated annual percentage changes in variable velues.
Actual values as reporied in the 1984 Econcmic Report of -the President and the 1984 Economic Report of the Governor.

In scne instances, actual data values and sane forecast revisions may reflect certaii revisions in variable definitions
vhich are not reflected in earlier forecasts.
Beginning. with the 1981 dricome year, pre-tax LS. corporate profits vere reduced because of various federal law changes regarding such factors as

depreciation schedules.

99,110 (1.9%)

7.5%
1.34 (3.1%)

9.3 (3.1%)

$253.9 (3.4%)

$292.2 (13.2%)
10,7 (2.8%)
7.3%

10,133 (2.5%)
10,4

195 (6.9%)

NA

NA
NA

forecast revisions shown here include on-going adjustrents to the originally-estimated effects of these provisions.

SIS

o

v Update of
First May Secend Bucaet Secord May Second' May Third Budeet
Revision Estimate Revision Revision Estimate
(May 1980) {January 1961) (May 1981) (Jure 1981) (January 1982)
1.0% 1.3% 2.7% 2.8% 1.8%
11.1% 10.5% 10.3% 10.0% 10.5%

98,439 (1.2%)
7.5%
1.12 (-13.8)

8.7 (-3.4%)

$225.3 (-8.2%)

$291.1 (12.1%)
10,557 (1.1%)
7.4%

10,078 (2.0%)

11.1%

109 (-24.3%)

930 (-3.2%)

$156,010 (9.3%)
$29,700 (11.9%)

In June 1934, the departnent estimated that these provisions reduced U.S. taxable profits in 1981 by about $6.4 billion.

Actual

2.6%
10.4%

100,397 (1.1%)
.60
1,10 (-15.4%)

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 (-27.7%)

920 (-4.2%)

$155,127 (8.7%)
$23,699 (-8.0%)
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i History of Departrent of Finance Fconamic Forecasts for 1982

Update of Undate of

?irst Budget First May First May Second Budget Secend Budget Second May Thirg Eudget
Estirate Revision Revision Estinete Estinete Revision Estirate
Econamic Varieble {January 1681) (May 1981) {June 1981) {January 1982) {(March 1982) (May 1982) (January 1983)
A. National Variables:
Growth in real G (%) 4.2% 4.1% 4,1% -0.4% -1,1% ' -1.1% -1.8%
Consumer price inflation (%) 9.1% 9.2¢ 9.1% 8.5% 6.1% 6.1% 6.3%
Civilian employment (000) 101,815 (3.2%) 101,986 (3.3%) 101,553 (2.5%) 98,750 (0.3%) 99,442 (-1.0%) 99,788 (-0.6%) 29,605 (-0.8%)
Uneeplowent vate (%) 7.3 7.0 7.3 8.4% L am ' 9.21 9.65.
Private housing 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%)
(millions of units)
futonchile sales {millions 10,5 (8.4%) 10.1 (4.3%) 10.3 (10.4%) 8.5 {-1.6%) 8.8 (1.9%) 8.3 (~3.6%) 7.2 (-8.8%)
of units)
Before-tax corporate proﬁ'tsc $283.6 {10.9%) $334.5 (16.6%) $281.4 (10.8%)  $229.6 (1.9%) $205,3 (-12.2%) $180.0 (-22.8%) $176.9 (-23.8%)
(billions §) : : :
B. Califormia Variables:
Personal incame (billions $) $321.8 (12.0%) ~ $327.3 (13.1%) $320.7 (12.8z)  $321.1(10.3%) $316.8 (8.5%) $316.6 (2.5%) $311.0 (7.8%)
Civilian employment (000) \ 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%)
Unamployrent rate (%) 6.1% 7.0% 7.0% 8.1% 9.3% 9.1% 9.9%
Hage & salary enployment (000) 10,456 (3.7%) 10,563 (4.6%) 10,526 (3.9%) 10,192 (1.1%) 10,117 (0.7%) 10,067 (0.3%) 9,901 (-1.4%)
Consumer price inflation (%) 9.4% 9.9% 10.0% 11.3% 7.0% 7.5% 6.9%
Housirg permits (single & 215 (22.9%) 190 (22.6%) 190 (22.6%) - 125 (14.4%) 95 (-9.6%) & (-18.2%) n (-25.8%)
rultiple units, thousands) ’
Autombile sales (thousands 1,060 (8.7%) 1,100 (8.4%) NA 975 (4.8%) 950 (3.3%) NA ' 840 (-8.7%)
of units)
Taxable sales (millions §) $183,150 (13.8%)  $183,200 (14.5%) NA $171,006 {9.6%) $164,600 (6.1%) $163,160 (5.2%) $154,400 (-0.5%)
Corporate profits {millions §) $33,100 (11.4%) $37,000 (15.7%) MA $32,900 (10.8%) $28,000 (1.8%) $25,000 (-3.8%) $23,500 (-3.6%)
a. Fiaures in parentheses represent estinated annual percentage changes in veriable values. |
b. Actuel values as reported in the 1984 Economic Report of the President and the 1984 Econamic Report of the Governor.
In save instances, actual data values and some forecast revisions may reflect certain revisions in variable definitions
which are not reflected in earlier forecasts.
c. Beginning with the 1931 incame year, pre-tax U.S. corporate profits were reduced because of various federal law chenges regarding such factors as
depreciation schedules. In June 1984, the departrent estimated that these provisions reduced U.S. taxable profits in 1982 by about $15.1 billion, The .
forecast revisions shown here include the on-going adjusiments to the originally-estimated effects of these provisions.
d. Profit total reflects approxisately $100 million in additional 1982 profits due to a revised procedure adopted in May 1984 for allocating profits of

non-calendar year corporations between calendar years, This revised treatment, while adjusted for in the “actual percentage gain" figure, is not
incorporated into the various profits forecasts for 1982. '

'

Actual®

-1.%

6.1%

99,526 (-0.9%)
9.7%

1,06 (-3.6%)

8.0 (-5.9%) -

| $174.2 (-23.2%)

$310.7 (6.4%)
10,973 (0.3%)
8.9%
9,826 (-1.7%)
6.5%

& (-19.9%)
852 (-7.4%)

$154,563 (-0.4%)
$24,123 (1.42)




Table B-11

History of Department of Finance Econamic Forecasts for 1963

Update of
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Update of
First Budget First Budget First May Second Eudget Second Budget Second Ma% Third Eudget
Estimate Estimate Revision Estirate Estimate Revision Estirate
Ecoramic Variable (January 19€2) (March 1982) (May 1982) {January 1983) {Rpril 1983) {May 1983) (January 1984 Actual®
A, National Varisbles:
Growth in real G¥P (%) 4.0% 3.8% 4.0% 2.2% 2.9% 2.7% "3.5% 3.4%
Consurer price inflation (%) 7.5% 6.0% 5.6% 5.5% 3.% 3.5%d 3.3% 3.2%
Civilian employment (000) 101,301 {2.6%)  101,8% (2.5%) 102,325 (2.5%) 100,617 (1.0%) 100,576 (1.1%) 100,022 (0.5%) 100,744 (1.2%) 100,821 (1.3%)
Unenploweent rate (%) 7.6% 8.7% 8.6% 10.0% 10.0% ' 10.0% 9.6% 9.6%
Private housing starts 1.54 (24.0%) 1.40 (34.2%) 1.43 (37.9%) 1.34 (28.7%) 1.58 (49.4%) 1.62 (53.2%) 1.71 (61.6%) 1.70 (61.2%
{millions of units)
Autonotite sales (millions 9.4 (9.6%) 9.7 (10.7%) 9.9 (19.1%) 8.6 {10.9%) 9.1 (13.4%) 8.8 (10.47) 9.1 {(13.9%) 9.2 (15.2%)
of units)
Bet(’ore~tax co:porate proﬁ'tse §282.3 (23.0%) $230.6 (12.3%) $208.4 (15.7%)  $195.8 (10.7%) $210.4 (19.2%) $220.8 (26.2%) $202.1 {16.0%) $207.6 (19:2%)
billicrs $) .
B. California Variables:
Personal inceme (biliions §) $358.1 (11.5%) $348,0 (9.8%)  $347.2 {9.7%) $337.6 (8.5%) $333.0 (7.2%) $330.8 {6.6%) $332.1 (6.9%) $332.1 (6.9%)
Civiliar emplopment (0CO) 11,151 (4.3%) 11,376 (3.8%) 11,371 (3.4%) 11,110 (1.5%) 11,068 (0.8%) 11,050 (0.7%) 11,116 (1.3%} 11,140 (1.5%)
Uremployent vate (%) 7.1% 8.9% 8.3% 10.2% 10.8% 10.1% 5,74 8.7%
Wace & salary employrent (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 (1.0%) 10,007 .(1.9%)
Consiner price inflation (%) 8.3% 5.8% 4,74 4.4% 0.9 1.7%d 1.84 L6
Housing permits (single & - 175 (40.0%) 145 (52.6%) 140 (63.4%) 125 (58.8%) 135 (65.3%) 135 (61.3%) 162 (93.5%) 164 (95.5%)
myltiple units, thousands) .
Automobile sales {thousands 1,095 (12.3%) 1,060 (11.67) MNA 930 (10.7%) 970 (NA) 975 (NA) 1,010 (18,6%) 1,032 (21.1%)
of units) :
Taveble sales (miliions $) $167,814 (15.7% $188,100 (14.3%) $187,790 (15.1%) $168,100 (8.9%) $165,950 (7.4%) $166,830 (7.9%) $168,900 (9.3%) $160,412 (9.€%)
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%) $28,500 (20.8%) 527,461f (13.8%)
3. Tiauwres n parenthoses represent estimted annual percentage changes in variahle values.
b. Forecest prepared in May and released in Jure. )
c. Actual values as repcrted by the Califomia Departrent of Finance in June 1684, In some instances, actual data values and some forecast revisions may reflect
certain revisions in variable definitions which are not reflected in earlier forecasts.
d. Begirning with this forecast, Califomia CPI data showm reflect the revised CPI developed by the U.S. Bureau of Labor Statistics to account for, among other things,
a rental-equivalency treatment of homeownership costs. This new CPI began publication in January 1983, :
e. Beginning with the 1961 incane year, pre-tax U.S. corporate profits were reduced hecause of various feceral law changes reganding such factors as depreciation
schedules. In June 1964, the departrent estimited that these provisions. reduced U.S. taxable profits in 1983 by about $33.4 billion. The forecast revisions shown here
¢ gnclude on-qoing adjustments to the originally-estimeted effects of these provisions,
. Profit

; tal reflects a reyised ?r'ocedure adopted in May 1584 for allocating profits of non-calerdar year corporations hetween calendar years. This revised treatment,
while adjusted for in the “actual percentage gain" figure, is not incorporated into the various profits forecasts for 1983.
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Table B-12
History of Department of Finance Fconamic Forecasts for 19042
. 'rdzte to Upcate to
First Cudgot First Budeet Firse May Secord Pudget Second May Secerc Fay
Estirate Tstirnte Revision _ Ectimate Pevision Revision
Econanic Variable (Januery 1983) {April 1983) (May 1983) {January 1904) (May 1084) (June 1563)
Crowth ir veal GhP () 4.4% 4.5% 4.7% 5.6% £.9% 8.7%
Consumer price inflation (%) 6.0% 5.2% 53" 5.4% 5.0% 5.0%
Civilien emiowent (000) 103,733 (3.1%) 104,082 (3.5%) 103,713 (3.2%) 104,393 (3.6%) 104,954 (4,1%) 104,906 (4.1%)
Uregplowrent. rate () 2.7% 9.1% 8.9% 8.1% 7.5% 7.7%

Private housina starts 1.63 (21.3%) 1.65 (4.1%) 1.71 (5.4%) 1.73 {1.1%) 1.89 (10.7%) 1.85 (8.8%)

(mi1lHers of units)

Autorebile sales (millicns 10.2 (18.2%) 10.4 (15.3%) 9.9 (12.3%) 10.6 (15.2%) 10.4 (12.9%)

10.4 (14.5%)
of urits) .

Before-tax corperate prof 'H:,Sd $229.0 (17.0%) $248.5 (18.1%)  $268.6 (21.6%) $257.4 (27.3%) $241.3 (16.2%) $247.9 (19.4%)

{billions <}

B. California Variahles:

$370.3 (9.7%) $363.4 (9.1%) $362.3 (9.5%)

11,474 (3.8%)

Personal incare (hillions $) $364.4 (9.7%) $365.8 {10.2%) $366.4 (10.3%)

Civilian employment (000) 11,579 (4.2%) 11,507 (4.8%) 11,591 (4.3%) 11,560 (3.8%) 11,575 (3.9%)

Unenployment rate (%) 8.5% 9.5% 9.1% 7.9% 7.7% 7.6%

Wage & salary enployrent (000) 10,300 (3.3%) 10,402 {4.1%) 10,289 (3.7%) 10,39 (3.9%) 10,542 (5.3%) 10,557 (5.5%)

Consumer price inflation (%) 6.7% 5.1% 6.1% 6.0% 5.1% 5.1%

Housing permits (single & 150 (20.0%) 165 (22.2%) 165 (22.2%) 170 (4.9%) 185 (13.1%)-

189 (15.4%)
multiple units, thousands)

Rutcmobile sales (thousands
of units)

1,090 {17.2%) 1,115 (14.9%) NA 1,110 (9.9%) 1,170 (13.4%) 1,165 {15.8%)

Taxable sales (millions $) $191,000 (13.6%) $187,545 (13.0%) $128,020 (12.7%) $190,700 (12.9%)  $193,410 (14.2%) $192,9%0 {13.9%)

Corporate profits (millicns $)  $29,200 (15.0%) $30,600 (18.1%)  $30,600 (18.1%) $36,000 (26.4%) $33,320° (18.6%)  $33,74 (23.1%)

Figures in parentheses represent estimated annual percentage changes in variable values.
Forecast prepared in Mav and released in June.
c. Beginning with this Torecast, (aliformia CPI data shown reflect the revised CPI developed by the U.S. Bureau of Labor Statistics
te account for, among other things, a rental-ecuivalency treatment of hormecwnership costs. This new CPI began publication in January 1983.
d. Beginming with the 1981 income year, pre-tax U.S, corporate profits vere reduced tecause of various federal law changes regarding such
factors as depreciaticn schedules. In June 1984, the department estimated that these provisions reduced U.S. taxable profits in 1984 by about
_$45 billion. The forecast revisions shown here include on-going adjustments to the originally-estimated effects of these provisions,
e. Profit total reflects a revised procedure adopted in May 1984 for allocating profits of non-calendar year corporations between calendar years.
This revised treatrent, while adiusted for in the percentage gain figure, 1S not incorporated into the earlier profits forecasts.
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Table B-13

History of Department of Finance Economic Forecasts for 19853_

Economic Variable

First Budget
Estimate

First May
Revision
(May 1984)

{January 1984)

3.6%
5.3%
107,590 (2.5%)
6.

e
>R

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%)°¢

Update of
First May
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 (2.9%)
5.6%
165 (-12.6%)

1,145 (-4.2%)

$208,820 (8.2%)
$39,397° (16.6%)

‘Figures in parentheses represent estimated annual percentage changes in variable values.
Beagirning 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

The ferecast revisions shown here include on-going

Profit total reflects a revised procedure adopted in May 1984 for allocating profits

A. Natioral Variables:
Growth in real GNP (%) 3.2%
Consumer price inflation (%) 5.7%
Civilian employment (000) 106,599 (2.1%)
Unemplovment ratei(%) 7.7%
Private housing starts 1.63 (-5.6%)
(millions of units)
Automobile sales {millions 10.8 (3.4%)
of units) ‘
Before-tax corporate profitsb $299.7 (16.4%)
{tillions §)
B. California Variables:
Personal income (billions §) $394.9 (8.4%)
Civilian employment (000) 11,897 (2.6%)
Unemployment rate (%) 7.6%
lage & salary emplovment (000) 10,630 (2.6%)
Consumer price inflation (%) 6.0%
Housing permits (single & 155 (-8.8%)
multiple units, thousands)
Automobile sales (theusands 1,155 (4.1%)
of units)
Taxable sales (millions §) $207.,800 (9.0%)
Corporate profits (millions $)  $42,200 (17.0%)
a.
b.
in 1985 by about $60 billion.
adiustments to the originally-estimated effects of these provisions.
c.
of non-calendar year corporaticns between calendar years.
forecasts.

This revised treatment, while

gdjusted for in the percentage gain figure, is not incorporated into the earlier prefits
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APPENDIX C
THE TRACK RECORD OF SELECTED NATIOGNAL
ECONOMIC FORECASTERS
1973 THROUGH 1984
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Table C-1

Comparisons and Accuracy of 1973 Naticnal Economic Forecasts for Selected Variables and Forecasters

Percent Change in: Housing
Consumer Starts
Real . GNP Price Pre-Tax Personal Unemployment (millions Savings
GNP  Prices Index Profits Income Rate of units) Rate
Department of Finance 6.1%  3.4% 3.4% 15.4% 8.6%\ 5.2% 2.10 7.4%
Other Forecasters®
Security Pacific Bank® 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% 3.4% 17.2% 8.8% 5.1% 1.4 7.3%
ACTUAL® 5.8% 5.8% 6.2% 24.9% 12.0% 4.9% 2.04 8.6%

Forecasts as of approximately year-end 1972, corresponding to when the Department of Firance forecast -

was prepared.
Forecast as of March 1983,

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 definiticns and measurement methods not reflected in the forecasts.
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Table C-2

Compérisons and Accuracy of 1974 National Economic Forecasts for Selected Variables and Forecasters

Percent Change in: Housing
Consumer Starts
Real GNP Price Pre-Tax Personal Unemployment (millions Savings
GNP Prices Index Profits  Income Rate of units) Rate
Department of Finance 1.6% 4.1% 6.2% -3.7% 7.3% 5.9% 1.76 6.6%
Other Forecasters® |
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
UCLA 1.2 6.4 7.5 -7.9 NA 5.5 1.55 7.8
Average of "Other"
Forecasters 2.3% 5.7% 6.3% -6.3% 8.3% 5.4% 1.69 7.0%
acTUALD 5.6% 1.33 8.5%

-0.6% 8.9% 11.0% 8.8% 9.7%

Forecasts as of approximately year-end 1973, corresponding to when the Department of Finance forecast
was prepared. ,

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 Econcmic Forecasts for Selected Variables and Forecasters

Percent Change in: Housing
Consumer Starts
Real GNP Price Pre-Tax Personal Unemployment {(millions Savings
GNP Prices Index Profits Income Rate of units) Rate
Department of Finance -2.2% 10.2% 10.3% -16.3% 9.3% 7.1% 1.35 6.8%
QOther Forecastersa
Security Pacific Bank -1.9 8.8 9.4 NA 8.2 7.8 1.32 7.3
Crocker Bank -1.6 9.7 NA NA 9.5 7.4 1.40 NA
Wells Fargo Bank 0.0 8.5 9.0 NA 9.0 6.7 NA NA
United California Bank -0.6 8.0 9.0 NA 8.4 6.0 1.50 7.5
UCLA -1.8 9.3 9.6 -24.6 10.2 7.7 1.27 8.1
Average of "Other"
Forecasters -1.2% 8.9% 9.3% -24.6% 9.1% 7.1% 1.37 7.6% -
ACTUAL 21,29 9.2%  9.1% 23,38 8.2% 8.5% 1.16 8.6%

Forecasts as of approximately year-end 1974, corresponding to when the Department of Finance forecast

was prepared.

Actual values as reported in the 1984 Economic Report of the President and/or the 1984 Economic

Report of the Governor.

variable definitions and measurement methods not reflected in the forecasts.

:',\\

In some instances, actual data values may reflect certain revisions in
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Table C-4

Comparisons and Accuracy of 1976 National Economic Forecasts for Selected Variables and Forecasters

A. Department of Finance

B. Other Forecastersa

Security Pacific Bank
Crocker Bank
Wells Fargo Bank

United California Bank

UCLA
Average of "Other"
Forecasters
C. ACTUALP

Percent Change in: Housing
Consumer Starts

Real GNP Price Personal Unemployment (millions Savings

GNP Prices Index Income Rate of units) Rate
5.4% 6.0% 6.9% 10.4% 7.8% 1.45 7.4%
5.7 5.7 6.5 11.0 7.7 1.59 8.1
5.5 6.1 NA NA 7.7 1.51 8.2
5.7 5.5 6.3 NA 7.8 1.54 7.8
6.0 6.7 7.6 12.1 7.6 1.45 8.4
5.6 5.2 6.5 10.3 8.1 1.46 8.0
5.7% 5.8% 6.7% 11.1% 7.8% 1.51 8.1%

5.4% 5.2% 5.8% 10.0% 7.7% 1.53 6.9%

a. Forecasts as of approximately year-end 1975, correspohding 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

A, Department of Finance

B. Other Forecastersa

Security Pacific Bank
Crocker Bank

United California Bark
UCLA

Chase Econometrics

Average of "Other"
Forecasters

C. ACTUALP

Percent Change in: Housing
Consumer Starts

Real GNP Price Personal Unemployment {millions Savings
GNP Real Index Income Rate of units) Rate
4.8% 5.3% 5.4% 10.1% 6.9% 1.75 7.2%
4,7 5.1 5.3 9.6 7.3 1.81 NA
3.9 5.1 NA NA 7.6 1.81 7.3
4.9 6.0 6.5 10.3 6.9 1.60 6.7
5.2 5.3 5.1 9.9 7.2 1.86 6.7
4.6 5.1 5.8 10.3 7.9 1.60 7.2
4.7% 5.3% 5.7% 10.0% 7.4% 1.74 7.0%

5.8% 6.5% 10.7% 7.1% 1.96 5.9%

5.5%

a. Forecasts as of approximately year-end 1976, corresponding to when the Department of Finance

forecast was prepared.

b. Actual values as reported
Report of the Governor.

in the 1984 Economic Report of the President and/or the 1984 Economic

In some instances, actual data values may reflect certain revisions 1in
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

A. Department of Finance

B. Other For‘ecastersa

Security Pacific Bank
Crocker Bank

Wells Fargo Bank
United California Bank
UCLA

Chase Econometrics:
Bank’of America

"Average of "Other"
Forecasters

C. ACTUAL®

Percent Change in: New Car Housing
Consumer Sales Starts

Real GNP Price Personal Unemployment (millions (millicns Savings.
GNP  Prices Index Income Rate of units) of units) Rate
4.8% 5.8% 6.3% 10.4% 6.7% 11.2 1.90 | 5.8%
4.1 5.8 5.7 10.0 6.6 11.1 1.86 5.9
4.9 5.9 NA 10.5° 6.5 11.1 1.81 5.7
4.5 5.5 6.0 10.5° 6.5 11.3 1.90 5.6
2.9 5.9 6.0 9.2 7.3 10.5 1.70 5.9
4.9 6.2 5.4 10.8 6.6 11.1 1.96 6.6
3.9 5.9 5.9 10.1 6.7 10.5 1.85 6.2
4.4 6.5 6.2 105 6.5 10.6 1.85 5.3
4.2% 6.0% 5.9% 10.2% 6.7% 10.9 1.85 5.9%
5.0% 7.4% 7.7% 12.5% 6.1% 11.2 2.00 6.1%

a. Forecasts as of approximately year-end 1977, corresponding to when the Department of Finance

forecast was prepared.

b. Growth in disposable pprsonal 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.
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Table C-7

Compariscns and Accuracy of 1979 National Economic Forecasts for Selected Variables and Forecasters

Percent Change in: - New Car Housing i
~ Consumer Sales Starts. 3
Real GNP Price Personal Unemployment (millions (millions Savings |
GNP  Prices Index Income Rate of units) of units) Rate - .
A, Department of Finance 2.1% 7.4% 8.3% 10.4% 6.8% 10.4 1.7 - 5.7%
B. Other Forecasters®
Security Pacific Bank 1.6 8.1 8.7 - 10.4 6.6 10.0 1.52 5.5 .
Crocker Bank 2.3 8.2 9.5 11.7 6.4 10.6 1.70 6.0 |
Wells Fargo Bank 1.8 7.5 8.5° 9.9 6.7 10.5 1.69 6.0 |
United California Bank 3.4 6.6 6.8 10.6 6.3 10.8 1.75 6.2
UCLA 2.1 7.1 7.7 9.7 6.6 10.2 1.60 6.3 o
Chase Econometrics 1.5 7.7 8.5 9.9 6.6 10.3 1.57 5.2 |
Bank of America 1.9 7.5 7.6 0.2 6.6 10.5 1.70 6.2
Average of "Other" _ E
Forecasters 2.1%  7.5% 8.2% 10.3% 6.5% 10.4 1.65 5.9% §
|
C. ACTUAL® 2.8 8.7%  11.3% 12.6% 5.8 10.6 1.72 5.9% |

a. Forecasts as of approximately year-end 1978, corresponding to when the Department cf Finance |
forecast was prepared. i

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 forecasts.
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Table C-8

Compariscns and Accuracy of 1980 National Economic Forecasts for Selected Variables and Forecasters

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)
A. Department of Finance -1.8% 10.3% 11.6% -8.3% 7.6% 9.7 - 1.32
B. Other Forecasters?
Security Pacific Bank -2.0 9.1 12.1 -10.0 7.8 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 g.1 1.36
Bank of America -2.1 9.0 11.0 NA 7.4 9.3 1.40
Average of "Other" .
Forecasters -1.5% 8.7% 11.1% -6.6% 7.5% 9.4 1.43
C. ACTUALb -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 F1nance
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 rev1s1ons 1n
variable definitions and measurement methods not reflected in the forecasts.
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Table C-9

Comparisons and Accuracy of 1981 Naticnal Economic Forecasts for Selected Variables and Forecasters

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)
A. Department of Finance 1.3% 9.4% 10.5% 11.1% 7.8% 9.7 1.37
B. Other Forecasters®
Security Pacific 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
Wells Fargo Bank 1.2 9.5 9.6 NA 7.8 9.3 1.56
United California 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 . 1.44
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 "Other" _ _
Forecasters 0.9%2 S.6% 10.4% 1.4% 7.8% 9.3 1.46
acTuaL” 2.6% 9.4%  10.4% -3.3% 7.6% 8.5 1.10

a. Forecasts as of approximately year-end 1980, 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. 1In 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-10

Comparisons and Accuracy of 1982 National Economic Forecasts for Selected Variables and Forecasters

Percent Change in: New Car Housing
; Consumer T Sales Starts
Real GNP Price Pre-Tax  Unemployment  (millions (miliions
GNP  Prices  Index Profits Rate of units) of units)
A. Department of Finance -0.4% 8.6% 8.5% 1.9% 8.4% 8.5 1.24
B. Other Forecasters® A
Security Pacific 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 A 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 .28
Chase Econometri¢§ 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 f1.8%_ 7.7% 7.8% -6.3% - 8.5% - 9.1 - 1.30
C. ACTUAL® - -1.9% 6.0% 6.1% -23.2% 9.7% 8.0 1.06

a. Forecasts as of approximately year-end 1981, corresponding to when the Department of Finance
forecast was prepared. :

b. Formerly United California Bank (UCB).

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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Tahle C-11

Comparisons and Accuvacy of 1983 Mational Economic Forecasts for Selected Variables and Forecasters

Percent Change in: , "New Car Housing
Consumer Sales Starts
Real GNP Price Pre-Tax  Personal Unemployment  {millions {millions
GNP  Prices  Index Profits Income Rate of units) of units)
A. Department of Finance .2%  5.2% 5.5% 16.7% 7.4% 10.0% 8.6 1.34
B. Other Forecaslers®
Secyrity Pacific Bank 2.1 5.3 5.1 22.2 7.3 10.6 g.9 1.48
Evans Economics 3.2 5.7 5.8 NA NA 9.3 9.1 1.38
Conference Board 0.9 5.0 4,7 11.9 5.6 11.4 8.4 1,35
Walls Fargo Bank 2.4 5.2 5.3 23.1 6.8 10.5 8.9 , 1.33
First Interstate Bank® 3.6 5.8 5.6 19.8° 9.5 9.5 9.0 1.31
UCLA : 1.9 5.1 3.9 7.0 7.1 10.9 8.9 1.41
Citibank 3.1 5.4 5.2° 15.9 8.3 9.9 9.4 1.50
Commission on
State Finance 2.2 5.2 5.2 10.3 7.5 10.1 8.6 1.41
Data Resources, Inc. 1.6 5.3 5.1 8.5 7.4 10.7 8.7 1.48
Wharton 2.¢ 5.2 4.9 10.2 7.1 10.5 9.6 1.47
Chase Econometrics 2.1 5.0 4.8 14.6 7.2 10.3 9.3 1.39
BRank cof America 1.9d 5.3 4.9 2.0 6.8 10.3 i 8.5 1.39
Blue Chip Concensus® 2.5 5.1 5.0 17.5 7.6 10.3 g;g_' . 1.45
Average of "Other" . ]
Forecasters 2.3% 5.3% 5.0% 13.6% 7.4% 10.3% 9.0 1.41
C. ACTUALf 3.4%  4.2% 3.2% 19.2% €.3% . 9.6% 9.2 1.70
3. Foracasts as of approxirately year-end 1982, corresponding to when the Department of Finance
forccast was prepared.
b. Formerly United California Benk (UCB).
c. Projection of pre-tax corporate ovperating 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.
£

. Actual values as reported by the Department of Finance in June 1984, In some instances, actual
date values may reflect certain revisions in variable definitions and measurement methods not
reflected in the. forecasts.
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Table C-12
Compariscns and Accuracy of 1984 National Economic Forecasts for Selected Variables and Forecasters
Percent Change in:
Real New Car Housing
Consumer Disposable Sales Starts
Real GNP Price ' Pre-Tax_, Personal Unemployment (millicns (millicns
GHP Prices = Index Profits Income Rate of units)  of units)
A. Department of Finance 5.6% 4.3% 5.4% 27.3% 4.7%b 8.1% 10.4 1.73
B. Other Forecasters®
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
First Interstate Bankd 5.0 5.3 5.8 25.6 3.9 8.4 10.1 . 1.63
UCLA 5.5 4.9 5.1 23.6 4.7 8.2 10.0v 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 Ecconometrics 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
Biue Chip Concensus® 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 adjustment,

b. Computed by deflating total disposable personal income by the U.S. GNP Consumption Expenditures
Ceflator. "Real" inccme 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
forecast was prepared. '

d. Formerly United California Bank (UCB).

e. Consensus forecast for approximately 40 private sector forecasters collected monthly by Eggert
Econoniic Enterprises, Inc.
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Table D-1

Comparisons and Accuracy of 1973 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" Building
Personal Price Persona% Civilian  Unemployment Permits
Income Inflation Income Employment Rate (thousands)
A. Department of Finance 9.1% 3.5% 5.4% 2.8% 5.4% 220
B. Other Forecasters®
Security Pacific Bank 8.4 4.0 4.2 2.9 5.1 240
United California Rank 9.4 3.3 5.9 2.8 5.5 225
UCLA 8.2 NA NA 3.1 5.4 NA
Average of "Other” 8.7% 3.7% 5.1% 2.9% 5.3% 233
Forecasters
c. Actuad 10.1% 5.8% 4.1% 3.6% 7.0% 216
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 1972, 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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TaB]e p-2

Comparisons and Accuracy of 1974 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" Building
Personal Price a Persona% Civilian  Unemployment Permits
Income Inflation Income Employment Rate (thousands)
A. Department of Finance 7.1% 6.1% 0.9% 1.49% 5.9% 200
B. Other Forecasters®
Security Pacific Bank 7.6 5.8 1.7 0.4 5.5 200
United California 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 "Cther 8.3% 6.3% 1.9% 1.4% 5.5% 200
Forecasters ’
C. ACTUALd 11.7% 10.2% 1.4% 4.2% 7.3% 129
a. Inflation as measured by the Ca?1forn1a Consumer Price Index (CCPI). . SR
b. Defined as personal 1ncome growth adjusted for CCPI inflation. If the GNP Consumption Expend1tures
Deflator were used, "real" persona] income growth would be higher.
c. Forecasts as of approx1mate1v year-end 1973, correspondwnq 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 revisicns 1in var1ab19 defﬁn1t1ons and measurement methods not
reflected in the forecasts.
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Table D-3

Comparisens and Accuvacy of 1975 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" Building
Perscnal Price a Persona) Civilian  Unemployment Permits

Income Inflation Income Employment Rate (thousands)

A. Department of Finance 9.4% 10.87% -1.3% 0.14 9.3% 115
B. Other Forecasters®

Security Pacific 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 "Other" 9.1 9.2 -0.1 0.1 9.2 146
Forecasters -
c. actuaLd 10.1 10.4 -0.3 0.5 9.9 132

InfTation as measured by the California Consumer Price Index (CCPI).

Defined as personal income growth adiusted for CCPI inflation.. If the GNP Consumption Expenditures
Deflator were used, "real" perscnal 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.

o
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Table D-4~

Comparisons and-Accuracy of 1976 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" Building
Personral Price a Persona] Civilian  Unemployment Permits
Income Inflation Income Employment Rate (thousands)
A. Department of Finance 10.2% 7.6% 2.4% 2.9% 9.2% 175
B. OtHer Forecasters®
Security Pacific Bank 10.2 7.3 2.7 NA 9.3 180
Crocker Bank ; 10.2 7.5 2.5 2.1 9.6 164
Wells Fargo Bank 9.0 6.3 2.5 2.0 9.0 170
United California 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 "Other" 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 perscnal 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 vear-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.
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Table D-5

Comparisons and Accuracy of 1277 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

_ Residential
Consumer "Real" Building
Personal Price Personag Civilian  Unemployment Permits
Income Inflation Income Employment Rate (thousands)
A, GDepartment of Finance 10.1% 5.9% >4.;% 2.9% 8.4% 240
B. Other Forecasters®
Security Pacific Bank 10.6 5.8 4.5 3.5 8.2 217
Crocker Bank 9.9 6.3 3.4 3.2 8.9 216
United California Bank 11.6 6.7 4.6 3.0 €.9 240
UCLA 11.0 5.5 - 5.2 3.7 8.1 _ 231
Average of "Other" 10.8% 6.1% 4.4% 3.4% 8.5% 226
Forecasters
C. ACTUALd : _ 12.0% 7.1% 4.6% 5.8% 8.2% 271
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 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 variable definitions and measurement methods not
reflected in the forecasts.
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"Table D-6

Comparisons and Accuracy of 1978 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" Building
Personal Price _ Persona% Civilian  Unemployment Permits
Income Inflation Income Employment Rate (thousands)
Department of Finance 10.7% 6.1% 4.3% 3.4% 7.2% ' 235
Other Forecasters®
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 "Other" 10.7% 6.1% : 4.3% 3.6% 6.9% 227
Forecasters
AcTuAL® 14.2% 8.1% 5.6% 6.5% 7.1% 284

L iy <1}
.+ .

Inflation as measured by the California Consumer Price Index (CCPI).

Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumpt1on Expend1tures
Deflator were used, "real" personal income growth would be higher.

Forecasts as of approximately year-end 1977, corresponding to when the Department of Finance
forecast was prepared.

Actual values as reported in the 1984 Economic Report of the Governor. In some instances, actual
data values may reflect certain rev1s1ons in variable definitions and measurement methods not
reflected in the forecasts.




-08- .

Table D-7

Comparisons and Accuracy of 1979 California Economic Forecasts for Selected Variables and Forecasters

‘Percent Change in:

Residential
Consumer "Real" Building
Personal Price a Persona] Civilian  Unemployment Permits
Income Inflation Income Employment Rate (thousands)
Department of Finance 13.0% 6.8% 5.8% ‘ 2.5% 7.0% 190
Other Forecasters®

Security Pacific Bank 11.1 - 6.9 3.9 2.8 6.9 203
Crocker Bank 11.5 9.0 2.3 2.7 7.0 205
Wells Fargo Bank 11.1 9.0 1.9 3.0 7.6 195
United California Bank 11.3 6.7 4.3 4.0 7.5 250
UCLA 11.3 7.0 4.0 1.5 7.0 188
Bank of America 11.2 7.9 3.1 5.0 7.2 200
Average of "Other" 11.3% 7.8% 3.2% 3.2% 7.2% 207

Forecasters '
ACTUAL® 14.3% 10.8% 3.2% 4.2% 6.2% 210

Inflation as measured by the California Consumer Price Index (CCPI). |

Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures
Deflator were used, "real" personal income growth would be higher,

Forecasts as of approximately year-end 1978, corresponding to when the Department of Finance
forecast was prepared.

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-8

Compariscns and Accuracy of 1980 California Economic Forecasts for Selected Variables and Forecasters

Percent'Change in:

Residential
Consumer "Real” Building
Personal Price 3 Persona|] Wage and Unemployment Permits
Income Inflation Income Salary Jobs Rate (thousands)
Department of Finance 10.9% 11.7% -0.7% 1.4% 7.6% 165
Other Forecasters®
Security Pacific Bank 11.8 12.9 -1.0 0.7 7.6 195
Wells Fargo Bank 11.5 11.0 0.5 NA 7.9 165
United California Bank 12.3 9.5 2.6 2.5 6.7 190
UCLA 9.1 11.6 2.2 1.3 7.3 186
Bank of America 11.5 10.0 1.4 2.1 7.7 200
Average of "Other" 11.2% 11.0% 0.3% 1.7% 7.4% 187
Forecasters
. AcTuaL¢ | 13.2% 15.5% -2.0% 1.9% 6.8% 145

Inflation as measured by the California Consumer Price Index (CCPI).

Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures
Deflator were used, "real" personal income growth would be higher. ’
Forecasts as of approximately year-end 1979, corresponding to when the Department of Finance
forecast was prepared. :

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-9

Comparisons and Accuracy of 1981 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" Building
Personal Price 3 Persona) Wage and Unemployment Permits
Income . Inflation Income Salary Jobs Rate (thousands)
Department of Finance 11.9% 11.4% 0.5% 2.4% 6.7% 175
Other Forecasters®
Security Pacific Bank 12.5 10.2 2.1 2.7 7.6 170
Crocker Bank 11.2 10.0 1.1 1.6 7.5 165
Wells Fargo Bank 13.0 10.0 2.7 2.8 7.0 175
United Califecrnia Bank 12.9 11.0 1.7 3.4 . 6.5 185
UCLA 12.6 9.6 2.7 3.0 7.5 169
Bank of America 12.0 _ 10.0 . 1.8 2.2 8.0 175
Average of "Other" 12.4% 10.1% 2.0% 2.69% 7.4% 173
Forecasters

ACTUALd 12.5% 10.9% 1.4% 1.5% 7.4% 105

& & ® . O - e =

Inflation as measured by the California Consumer Price Index (CCPI).

Defined as personal income growth adjusted for CCPI inflation. If the GNP Consumption Expenditures
Deflator were used, "real" personal income growth would be higher.

Forecasts as of approximately yvear-end 1980, corresponding to when the Department of Finance
forecast was prepared. :

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-10

Comparisoné and Accuracy of 1982 California Economic Forecasts for Selected Variables and Forecasters

Percent Change in:

Residential
Consumer "Real" : Building
Personal Price a Personal Wage and Unemployment Permits
Income Inflation Income Salary Jobs Rate (thousands)

A. Department of Finance 10.3% 11.3% -0.9% 1.1% 8.1% 125

B. Other Forecasters®
Security Pacific 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 1.0° 8.5 110
First Interstate Bank® 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 1.09 8.0 135
Average of "Other" 9.6% 7.6% 1.9% 0.9% 8.2 134

Forecasters

c. ActuALf 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 Expend1tures
Deflator were used, "real" personal income growth would be higher.

c. Forecasts as of approx1mate1v vear-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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Comparisons and Accuracy of 1683 California Economic Forecasts for Selected Variables and Forecasters

Table D-11

Percent Change in:

Forecasts as of approximately vear-end 1982, corresponding to when the Department of Finance

HRea" 1"
Personag
Income

3.9%

3.7%

5.2%

Residential

Building

Civilian Wage and Unemployment Permits
Employment  Salary Jobs Rate (thousands)

1.5% 0.7% 10.2% 125

NA 1.4 10.0 102

2.1 ro1.3 10.2 125

NA 0.7 NA 110

0.6 C.2 11.6 114

NA 0.8 16.8 114

1.6 NA 9.6 80

1.4% 0.9% 10.4% 108

1.5% 1.9% 9.7% 164

If the GNP Consumption Expenditures

reflect certain revisions in variable definitions and measurement methods not reflected in the forecasts.

Consumer
Personal Price
Income Inflation
A. Department of Finance 8.5% 4.4%
B. Other Forecasters®
Security Pacific Bank 9.4 NA
Crocker Bank 8.4 4,1
First Interstate Bank®  NA NA
UCLA 7.4 2.9
Commission on State 8.1 4.3
Finance
Bank of America 10.0 6.2
Average of "Other" 8.7% 4.4%
Forecasters
C. ACTUAL® 6.9% 1.6%
a. Inflation as measured by the California Consumer Price Index (CCPI).
b. Defined as personal income growth adjusted for CCPI inflation.
Deflator were used, "real" personal income growth would be lower,
c.
forecast was prepared.
d. Formerly United California Bank (UCB).
e. Actual values as reported by the Department of Finance in June 1984,
& O ~ e ™

&

In some instances, actual data values may
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12.3 percent by the Department of Finance and 12.9 percent by the Commission on State Finance.

e o o o o o ~ o ~ -
Table D-12
Comparisons and Accuracy of 1984 California Economic Forecasts for Selected Variables and Forecasters
Percent Change in:
‘ Residential
Consumer "Real” Building
Personal Price a Persona] Civilian Wage and Unemployment Permits
Income Inflation Income Employment  Salary Jobs Rate (thousands)
A. Department of Finance 9.7% 6.0% 3.5% 4.3% 3.9% 7.9% 170
B. Other Forecasters®
Security Pacific Bank 11.3 4.6 6.4 3.7 3.5 8.7 146
Crocker Bank 10.8 5.1 5.4 4.5 4.5 8.3 175
First Interstate Bank®  10.2 5.8° 4.2 NA 3.9 NA 143
UCLA 10.9 5.1 5.5 4.8 4.3 8.5 190
Commission on State 10.4 4.7 5.4 3.4 4.8 8.4 166
Finance
Bank of America 10.3 5.3 4.8 4.5 NA 8.8 191
Average of "Other" 10.7% 5.1% 5.3% 4.2% 4.2% 8.5% 169
Forecasters
C. ACTUAL , NAT NA NA NA NA NA NA
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 1983, corresponding tc when the Department of Finance
forecast was prepared.
d. Formerly United California Bank (UCB).
e. Consumer price inflation forecast unavailable for California; figure shown represents
U.S. consumer price inflation. o v
f. Preliminary September 1984 estimates of what actual 1984 personal income growth will -be include






