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Taking Account...

Hedonic and Matched-Model
Index Issue: Weights
Hedonic and matched-model
methods both aim to construct
price indexes that account for
quality change and properly ag-
gregate over goods. Hedonic price
indexes typically show faster rates
of quality change; this is usually
attributed to the hedonic
method’s ability to better mea-
sure quality change.

However, BEA economists Ana
Aizcorbe and Yvon Pho found, in
a recent study, that the weightings
used by each measure may also be
a significant factor.

To explore this issue, Aizcorbe
and Pho examined prices for
about 60 classes of computer and
consumer electronic goods using
data captured by scanners and
provided by the consulting firm
NPD Techworld. The authors cal-
culated price indexes that use dif-
ferent weights, including an
unweighted geometric index and
a Tornquist index.

The specific comparison of
prices derived by an unweighted
geometric index and a weighted
Tornquist index showed that geo-
metric index prices demonstrate
significantly faster rates of quality
increase (and faster constant-
quality price declines) than the
Tornquist index prices, suggesting
that the weightings of an index
are significant.

Since dummy variable he-
donic index measures are typi-

cally unweighted, the study
underscores the potential impor-
tance of weights in explaining
the differential rates of price de-
clines for hedonic and matched-
model methods.

Part of the reason for this
seems to be that, within each
class of goods, products with rel-
atively low market shares tend to
show faster price declines than
products with higher market
shares, giving these price de-
clines a larger role in an un-
weighted index than in a
weighted index.

Aizcorbe and Pho’s working
paper is available on BEA’s
Web site at <www.bea.gov/bea/
papers/hedonicprice.pdf>.

E-Mail Subscription Service
Attracts More Subscribers
In January 2005, BEA launched
an e-mail subscription service
that allows users to sign up for e-
mail alerts about economic indi-
cators and other information re-
leased by BEA. Nearly a year
after the launch, more than
8,300 people have signed up to
receive over 39,500 notifications.

Subscribers can choose to re-
ceive alerts on up to 14 releases
and announcements, including
when the latest Survey or Cur-
RENT BusiNEss becomes available
online.

E-mail alerts are typically sent
just minutes after the informa-
tion has been released on the

BEA Web site.

When users subscribe, they
are only asked to submit an e-
mail address; no personal infor-
mation is required. They can un-
subscribe at any time via BEA’s
Web site.

To subscribe, visit BEA’s Web
site at <www.bea.gov>.

New County Compensation
Estimates Now Available

New estimates of compensation
by industry for 2002-2004 are
now available on BEA’s Web site.

The 2004 estimates were
made available just 12 months
after the end of the calendar
year, 1 month ahead of the pre-
vious year’s release. The esti-
mates for 2002 and 2003 have
been updated and reflect newly
incorporated source data.

The estimates span 114 indus-
tries and are available for 3,111
U.S. counties and 179 BEA eco-
nomic areas.

The compensation estimates
are also available for metropoli-
tan areas, metropolitan divi-
sions, micropolitan areas, and
combined statistical areas. These
estimates incorporate updated
statistical area definitions pub-
lished by the Office of Manage-
ment and Budget last month.

The new compensation by in-
dustry estimates, as well as other
personal income estimates, are
available at <www.bea.gov/bea/
regional/reis/>.
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