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For decades, as the primary collectors, processors, and curators of the raw
information underlying economic statistics, government statistical offices
were near monopoly providers of [the source information for economic
measurement].

Today, in contrast, staggering volumes of digital information relevant to
measuring and understanding the economy are generated each second by
an increasing array of devices that monitor transactions and business
processes as well as track the activities of workers and consumers.

Abraham, Jarmin, Moyer, and Shapiro (2022)
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https://www.nber.org/books-and-chapters/big-data-twenty-first-century-economic-statistics

Policymakers use economic data in many ways

To set key provisions of government programs
To evaluate whether new interventions are effective
To do cost-benefit analysis for regulations

To track economic developments and support policies
that stabilize the economy and help individuals in the
face of economic disruption
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The stakes are high with macroeconomic

stabilization policy

At the national level
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And at the individual level

THE WALL STREET JOURNAL.

The Curse of the Class of 2009

For College Grads Lucky Enough to Get Work This Year, Low Wages are Likely to Haunt Them fora
Decade or More
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https://fred.stlouisfed.org/graph/?g=ZQLI
https://www.cbo.gov/data/budget-economic-data

The traditional data toolkit for economic policymakers
Important new additions to the economic data toolkit
Challenges associated with the new tools

Constructive next steps
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The traditional data toolkit for economic policymakers
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Data has long been the cornerstone of good economic
policymaking
Key decisions about monetary and fiscal policy have been informed by a set of

high quality traditional indicators, mostly produced by experienced
statistical experts at government agencies

GDP and its components, along with source data

Labor statistics
Financial flows

[With a lag] some individual-, household-, and firm-level data sets

But this traditional data toolkit also had its limitations
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It was often hard to know what was going on “under
the hood” with just the traditional data toolkit

Aggregate data only
speaks to what is
happening on average
in the economy
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Consumer Spending Growth around the Time

of the Great Recession

4
GREAT RECESSION

Whose consumption
growth was slowing?
Why was it slowing?

Jan 2007 Jan 2008 Jan 2009 Jan 2010 Jan 2011

12-month change in real PCE from the Bureau of Labor Statistics via FRED
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https://fred.stlouisfed.org/graph/?g=10Qcg

The traditional data toolkit missed important
developments in the tails of the distribution

Aggregate Mortgage Loan-to-Value Ratio

before the Financial Crisis
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Accounts via FRED
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Aggregate mortgage leverage rose
during the housing bubble, but at
<50%, it looked like there was plenty
of room for home prices to fall
without putting homeowners
underwater

Analysis done since then using more
granular data shows that the median
subprime borrower in 2006 had an LTV
of 100%
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https://fred.stlouisfed.org/series/HOEREPHRE
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.23.1.27

Traditional data can be noisy and subject to revision

Cajner, Feiveson, Kurz, and Tevlin (2022) discuss the significant downward
revisions to data for the period preceding the Great Recession:

Had the revised data, or an expansive set of nontraditional data, been in
policymakers’ hands at the time of the August [2007] meeting, a better
picture of a less robust state of the economy might have assisted
policymakers.

Accurately capturing business cycle turning points is essential to make
good macroeconomic policy, but they can be obscured by provisional
estimates of traditional indicators if prior trends are used to fill in still-missing
source data

3/23/23 Using Data to Make Better Economic Policy 9


https://www.brookings.edu/essay/lessons-learned-from-the-use-of-nontraditional-data-during-covid-19/

Traditional data may not be available if the

government closes

<
/< BLS NEWS RELEASE

BUREAU OF LABOR STATISTICS
U.S. DEPARTMENT OF LABOR

Transmission of material in this release is embargoed until USDL-13-2035
8:30 a.m. (EDT) Tuesday, October 22,2013

Technical information:
Household data: (202) 691-6378 e cpsinfo@bls.gov * www.bls.gov/cps
Establishment data:  (202) 691-6555  cesinfo@bls.gov * www.bls.gov/ces

Media contact: (202) 691-5902 e PressOffice@bls.gov
m SITUATION — SEPTEMBER 2013
/ \
Federal Government Shutdown

The release of these data occurs about 2 weeks later than originally scheduled because of the
recent partial Federal government shutdown. Data collection for the estimates in this release

had been completed prior to the shutdown in accordance with our normal schedule. However,
the processing of some estimates and the production of the Employment Situation news release
@elayed due to the shutdown.

This is a real issue!

The 16-day federal government
shutdown that began on
October 1, 2013 delayed the
release of the September
employment report and affected
collection for October

A

\ /
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https://www.bls.gov/bls/shutdown_2013_cps_ces.htm

The producers of traditional data have hurdles in front

of them

Falling survey response rates

The need to protect the privacy of
government survey respondents

100% RECESSION
. Tweetorial: formal privacy for social scientists. If you collect, publish or analyze data, understand the
Current Population . s - ) .
90 revolution happening in safe data publication. Stat agencies, @Google, @Apple, @Microsoft,
Su rvey @Facebook, @LinkedIn are all struggling with the same problem.
30 CPI-Housing #dataprivacy
B Em ployment Cost 2.What is formal privacy? Mathematical definitions and theorems that translate concepts from
70 cryptography into algorithms that provably bound the worst-case information leakage due to the
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publication of a collection of statistics using confidential data.

#differentialprivacy

3. What is information leakage? Think of the confidential data as an encryption. Published statistics
are clues to the encryption (deliberately, they describe properties of the data). The more statistics
published, the closer one gets to full knowledge of the confidential data.

4. This is called #databasereconstruction. Original paper: Dinur and Nissim 2003

5. Easier read: @xchatty Garfinkel et al. 2018. ( )2

6. There is an unavoidable tension between publishing statistics and protecting confidentiality.
Crypto lesson 1: publishing too many statistics, too accurately, leaks all the confidential data with
near certainty. ( )

7.What's the harm? Data are collected to be analyzed. #databasereconstruction rebuilds a record-
level image of the confidential data outside the data curator’s firewall. Can individual records be re-
identified from this image? Does the re-identification harm those individuals?

Start of a 46-part “tweetorial” from John Abowd, Chief
Scientist at the Census Bureau

Screenshot from Wall Street Journal
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https://www.wsj.com/articles/falling-survey-response-rates-undermine-economic-data-2137054c?st=ztwz4gc2qrdofjw&reflink=desktopwebshare_permalink
https://blogs.cornell.edu/abowd/special-materials/tweetorial-formal-privacy-for-social-scientists/

Important new additions to the economic data toolkit
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Recent years have seen important new additions to
the economic policy data tool kit

Policymaking has been enhanced by a wave of innovation in several
categories:

New “trackers” based on administrative
records (and, in some cases, the underlying Facilitated by advances in
micro data) private-sector practices,
technology, and (relatedly)
the capacity and willingness

“Mash-ups” of existing (and sometimes newly | |
to disseminate data

available) data

New data collections
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A wide range of new economic activity trackers based
on administrative records have been developed

Spending on Food Services and Drinking Places

. An Event Study Based on Payment Card Transactions
Restaurant bookings steady at zero o ek s
Year-over-year change in seated diners at restaurants on the OpenTable
network. Includes select countries provided by OpenTable. w0
M Australia Canada M Germany HEUK. us.
2
25%
Share of credit card borrowers transitioning to 9o days past due
25% . by age group
50%
Bookings at zero —a0 ——30s =——40s = 50s
-75% / for the past month
100% o Percent
Feb 18 Mar 3 Mar 17 Mar 31 Apr14 5.0
SOURCE: O T Fo o rcomp o 3y, O co )s O th o K “ 31 41 51 61 71 81 91 101111121 11 2/1 31 41 51 61 71 81 91 101 111 12/1 1}1 21 31 41 51 61 71 81 91 10/1 11/1 12/1 11 21 3n 45 [
§ . 2020 2021 2022 2023
. CcNBC Note: Chart shows the the typical level of spe changes in the economy. The typical level corresponds to a value of 0. 4 0 k= 4
T inaded area rapesents 55 percent confence Interval ande .
U.S. Bureau of Economic Analysis
35
3.0
) 25
TSA Checkpoint Travel Numbers, 7 Day Average
—202] w—2020 2019 Percent of 2019 20
3,000,000 100% 1:5
US job postings down 7.7% year-over-year 10 k-
2,700,000 90% :
Indeed Job Postings Index, Feb 01 2020 = 100, seasonally adjusted, to Dec 09 2022 05 +
2,400,000 80% 0 i j 3 r 3 i i
, 2:100,000 70% 150 Dec 2006 2009 2012 2015 2018 2021
2 148 2003
% 1,800,000 60% 2
3 8
£ S F
E 1,500,000 50% o 100
E §
E 1,200,000 40% E
° 900,000 30% 50
600,000 20%
[}
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0 0%
1/1 2/1 31 4/1 5/1 6/1 7/1 8/1 9/1 10/1 111 121 or
www.calculatedriskblog.com Source: Indeed Indeed
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New trackers shed light on the 2020 economic
collapse well ahead of traditional indicators

Many trackers are released weeks before traditional data and are available at

a higher frequency

Using traditional data,
policymakers would not
have seen the degree of
Job loss in 2020 until mid
May (the plunge in GDP
would not be seen in
government data until
July)
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Millions of jobs
(Change since February 15)

A. Timing of Private Paid Employment Data Availability

Feb. Mar. Apr. May Feb. Mar. Apr. May Feb. Mar. Apr. May
Data as of the end of March  Data as of the end of April Data as of mid-May

Screenshot from Cajner et al (2022)
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https://www.brookings.edu/wp-content/uploads/2022/04/RR-Chapter-9-Use-of-Nontraditional-Data.pdf

Many new trackers are more granular => visibility

into the different experiences of different groups
Consumer Spending Relative to January 2020

Percent difference

| | :"A
| | (]
| . o | [
o | 2020 April 15: first | \~,
' round of COVID '
 checks begins i
+10% :
low-income ZIP codes i .
§
o (1Y
g "
0% l
-10%
high-income ZIP codes
-20%
. 2021 January 7: | | 2021 March 17:
second round of | | third round of Data from
COVID checks : { COVID checks tracktherecovgry.org;
‘ . : : . based on credit and
Jan 15 Apr 1 t Junl Aug 1 Oct1 beglns Dec1 : Feb1 : beglns debt card data
2020 | | |

2021
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The underlying administrative records allowed for
quick analysis of the policies deployed

On June 25, 2020, the
Brookings Papers on
Economic Activity held
a special conference
featuring 8 new
academic papers
evaluating the COVID
shock and policies to
mitigate the economic
damage
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7 Policies for a second wave

David B Farhi, Michael J. Mina, and James Stock - Thursday, June 25, 2020

Mandated and voluntary
social distancing duripg e wad The effects of the coronavirus pandemic in emerging
the COVID-19 epidemic Y BE S  market and developing economies

Sumedha Gupta, Kosali Simon, and Coady Wing - ¢ N " Pinelopi K. Goldberg and Tristan Reed - Thursday, June 25, 2020
Thursday, June 25, 2020

4y, 9= Initial impacts of the pandemic on consumer behavior

Natalie Cox, Peter Ganong, Pascal Noel, Joseph Vavra, Arlene Wong, Diana Farrell, Fiona Greig,

COVID-19 s also a reallocation shock

Jose Maria Barrero, Nicholas Bloom, and Steven J. Davis - Thursday, June 25, 2020

N

i

i ?
COVID-19 and labor markets

@ Alexander W. Bartik, Marianne Bertrand, Feng Lin, Jesse Rothstein, Matthew Unrath, Tomaz

¥ Cajner, Leland D. Crane, Ryan A. Decker, John Grigsby, Adrian Hamins-Puertolas, Erik Hurst,

and Erica Deadman -
Thursday, June 25, 2020

Christopher J. Kurz, and Ahu Yildirmaz -
Thursday, June 25, 2020

Markus Brunnermeier and Arvind Krishnamurthy - Thursday, June 25, 2020

A Corporate debt overhang and credit policy

BEa L safety net programs and poverty during the COVID-19
T crisis
Bl 5% v,

Jeehoon Han, Bruce D. Meyer, James X. Sullivan, Marianne Bitler, Hilary W. Hoynes, and Diane

Whitmore Schanzenbach -
Thursday, June 25, 2020
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https://www.brookings.edu/edition/summer-2020/

Statistical advances have led to “mash-ups” that
ave yielded additional insight into developments

The Weekly Economic Index (WEI) is an index of ten daily and weekly indicators of real economic activity, Evolution of Atlanta Fed GDPNow real GDP estimate for 2023: Q1
scaled to align with the four-quarter GDP growth rate. Quarterly percent change (SAAR) Median Consumer Price Index =
4 Click/drag to zoom
s — Median CPl  — 16% T d-Mean CPI — CPl  — Core CPI
Weekly Economic Index (WEI) eian immed-Mean ore
3 Atlanta Fed
Latest Release 11:30 a.m. March 16,2023 GDPNow estimate o
v/ WEI (GDP growth units) [+ Annual real GDP growth (four-quarter moving average) /| WEI 13-week moving average 2
8
From = Dec 31,2019 To  Mar 11,2023 7
1 &
Percent WEI  —GDP  — WEI 13-week s 6
15 S
0 - 5 s
o Blue Chip consensus §
g
5 4
5 -1 §
g 3
0 5 Range of top 10 ;’
: and bottom 10 L 2
5 average forecasts
10 = 1
22-Dec 30-Dec 7-Jan 15Jan 23-Jan 31-Jan 8Feb 16-Feb 24-Feb 4-Mar 12-Mar 0
15 Date of forecast
Jan Jul Jan Jul Jan Jul Jan B . . . . . . . .
2020 2020 2021 2021 2022 2022 2023 Sources: Blue Chip Economic Indicators and Blue Chip Financial Forecasts

Note: The top (bottom) 10 average forecast is an average of the highest (lowest) 10 forecasts in the Biue Chip survey. 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Bureau of Labor Statistics, Federal Reserve Bank of Cleveland, Haver Analytics

While Global Supply Chain Pressures Are Decreasing,
Pressure Still Remains High
OECD Weekly Tracker: United States
Weekly GDP level (2019 Q4 = 100)

Standard deviations from average value Mar 05-11
6
105 105.1

5 i
4r 1 a 100

[a)
3 1 G

>
2+ 1 2 95
1 | ]

]
0 bt o fla o A | A = 90
a4} I mmmm \Weekly Tracker
2t 1 &3 ® GDP
Bl v i it " .
'@é\ & q]@" {1961' q{@“ q{@b q/@“ RIS {19»3’ q{b»(\ (]9\"5 & 2020 2021 2022 2023

P P P O
R Qo* & R @fb* W& R \&0* & R \&é & R be* &
Note: The Weekly Tracker provides an estimate of weekly GDP based on Google Trends search data and machine learning.
Source: OECD Weekly Tracker (Woloszko, 2020), https://www.oecd.org/economy/weekly-tracker-of-gdp-growth;
OECD Quarterly National Accounts.
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For example, we now
have a timely
understanding of

how macro conditions
and policy are
affecting hardship
because of real-time
estimates of poverty

Monthly Poverty Rates, U.S.

......

.........
....................
........................
............................

Tax/Transfer

/ Without
; COVID
T Relief
$600 per week With
Tunemployment suppleme COoVvID
Large share of L&fd"&%are of EITC, CTC, and Relief

EITC/CTC transferstimulus checks distributed
delivered

T T T T T T T T T T T T
Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct
2020 2021 2022

Based on methodology introduced in Parolin, Curran, Matsudaira, Waldfogel, and Wimer (2020).
Source: Estimates from Center on Poverty & Social Policy at Columbia University « Get the data * Created with Datawrapper

Screenshot from Columbia University Center on Poverty
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https://www.povertycenter.columbia.edu/forecasting-monthly-poverty-data

New data collections have been similarly valuable

Week 45 (April 27 - May 9, 2022)

&, Download @ Help

Housing Insecurity
(Missed Payment and
Low Confidence)

B 73%-11.3%
>54%-73%
| >3.4%-54%
| ]15%-3.4%

- Not Available for Week

Census Household Pulse
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Small Businesses Expected Time Until Return to Normal (Usual) Operations
(In percent)

I Week 1 of survey B Week 9 of survey

43.9
31.4
27.7
20.2
12.4
10.1 9.7
6.7 6.2
. T =

3.9
| |
6+ Months Never

No Impact 1 Month

4-6 Month

2-3 Month

Source: U.S. Census Bureau, Small Business Pulse Survey.

Census Small Business Pulse
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Percentage of paid full days worked from home

n | | I
=] s ! [ |
© ! | | |
i : i I i
gl | | |
0 : | | |
h i i i [
ol ! I !
< ' | | [
m . | |
: i i
8 E EENT: | |
: I I
a0 I I |
ol I LNESNEI : ESREN O B
(3 K i i : : : i
4o | | 1
: | [ [
S . :
1é * Survey of Working Arrangements and Attitudes
ol = Census Household Pulse Survey
LI B I | I L B B B | 1T T } T T T T T TTTT I T
Jan22 Apr Jul Oct Jan23

T T T
Pre-COVID  Jul Oct Jan21 Apr  Jul Oct
*Pre-COVID estimate taken from the 2017-2018 American Time Use Survey
*The break in the series in November 2020 reflects a change in the survey question.

WFH Research
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https://www.census.gov/programs-surveys/household-pulse-survey.html
https://www.census.gov/data/experimental-data-products/small-business-pulse-survey.html
https://wfhresearch.com/

The New York Fed’s
Survey of Consumer
Expectations is
yielding important
insights about the
risk of an inflationary
spiral

Inflation expectations

Median one-, three-, and five-year ahead expected inflation rate

OVERVIEW = DEMOGRAPHICS

@ Main 1-year detail 3-year detail 5-year detail

Median one-year ahead expectation =~ — Median three-year ahead expectation = — Median five-year ahead expectation

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Screenshot from New York Fed
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https://www.newyorkfed.org/microeconomics/sce

Challenges associated with the new tools
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Administrative sources are typically not designed to
be representative

$4,000 third quartile
Data from the JPMorgan Chase Institute, a O
show that median checking account Mﬂ
balances were well above pre-COVID levels W
21000 lowest income quartile

through mid-2022, even for the lowest Q
income quatrtile (in this dataset)

To properly interpret, one needs to recognize that the lower-income customers
of a large mainstream bank are not the poorest Americans

(According to the FDIC, about 5% of American households do not even have a
bank account)
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https://www.fdic.gov/analysis/household-survey/index.html
https://www.jpmorganchase.com/institute/research/household-income-spending/household-pulse-cash-balances-through-june-2022

Administrative sources are typically not designed to

capture economic concepts

Personal consumption expenditures 17,360.4

Users of credit card records sometimes refer to  Goods ey

new charges as “consumption” T
Furnishings and durable

household equipment 525.5

B U t | RecreationaI(;ozds and vehicles | 645.2

Other durable goods 291.0

People don’t typically buy cars or pay rent ‘ [ e—— s

with credit cards | Cutigmitenn | et

Gasoline and other energy goods 492.8

Card charges may capture cash taken out;  Oberrondaaiegoots AT

and the transfer of balances across accounts ot oo 10’8904

expen: |ures or services y I

Health care consumption goes well beyond e amir

the out-of-pocket costs one might put on a | Remeimeont s

Food services and accommodations | 1,253.3

Ca rd ‘ Financial services and insurance ‘ 1,318.8

Other services | 1,434.4

3/23/23 Using Data to Make Better Economic Policy

Components
of personal

consumption
expenditures
from the last
GDP release
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https://www.bea.gov/sites/default/files/2023-02/gdp4q22_2nd.pdf

Representative issues and other issues lead to
different studies yielding very different results

& United States Coogary s ° 12002 .

‘ 03 30 21 20211234 KANSAS CITY, MO 4044 03302021
000011112222 4044 03302021 1 20210123456789
S | LTI P U TR TR (R A TR A

JOHN DOE

1234 ANY STREET

ANYTOWN USA 12345 $*x*x*x*y0ID*00

New data sources allowed for a burst of research
exploring the effects of the Economic Impact
Payments (“COVID checks”) on consumer
spending—Gelman and Stephens (2022) cite 10
iImportant academic studies

"LOLL 7 12000000548 0330202:8» OLO3Z2:

But the findings vary widely—from 75% of households saying they will use the
EIPs to “mostly pay for expenses” to an estimated consumption response of
about 10 cents for every dollar received

It is thus unclear how informative the literature will be to policy debates over
future use of this type of support "\ (V) /-
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https://www.brookings.edu/essay/lessons-learned-from-economic-impact-payments-during-covid-19/

Other issues

Administrative data sets may not be designed for longitudinal consistency
For privately produced indicators, the methodology used is often not transparent

Some private providers lack the training/experience of staff at statistical agencies

Dealing with seasonal pattern and other holiday issues, breaks in the sample, other types of data irregularities (e.g., a blip
related to the move of Amazon Prime day) is complicated business!

Expense/legal restrictions/reputational risk means unequal access to (sometimes)
indicators based on proprietary data and often the micro data

“the ADP-FRB data have done a terrific job of tracking the employment gains seen in the BLS employment report,”
“the ADP-FRB data are available on an ongoing basis only to policymakers in the Federal Reserve System”
Cajner et al (2021)
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https://www.brookings.edu/wp-content/uploads/2022/04/RR-Chapter-9-Use-of-Nontraditional-Data.pdf

More generally ...

The new abundance of indicators based on different underlying populations,
concepts, and methodologies raises the risk of more confusion

Cherry picking, suppressing evidence, or the fallacy of incomplete

It also raises the risk of more erTy picking, Suppressing eviden .
] evidence is the act of pointing to individual cases or data that seem to confirm
Se I ectlve h Ig h I Ig htl n g Of J u St th e a particular position while ignoring a significant portion of related and similar

cases or data that may contradict that position. Cherry picking may be

reSUItS that SuU pport the pOIicy committed intentionally or unintentionally.[?]
changes desired based on one’s }XIKEEPI;A
e Free Encyclopedia

priors or self interest
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Constructive next steps

3/23/23 Using Data to Make Better Economic Policy

28



A constructive next step for everyone

Increase the attention given to
interpretation, reconciliation, and
accurate portrayal of new economic
indicators and data sources relative to
that given to simply producing and
casually disseminating them

3/23/23 Using Data to Make Better Economic Policy
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Constructive next step for private actors

Private data producers can:

Offer more transparency about what methods they are using

Offer more guidance about the limitations of their measures

Those funding the production of new data and indicators (e.g., foundations
supporting academic efforts) can:

Ask producers to adopt the high standards used by government statistical
agencies around transparency, methodologies, and other practices

Ask producers to release more data
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Constructive next steps for public actors (1)

Congress can pass legislation ensuring that the statistical agencies have
adequate funding to maintain the quality of their existing statistics and
innovate using new sources of data:

More data production will require more staff
Addressing falling response rates and privacy issues will require resources
Proprietary administrative records can be very expensive

Other types of changes to the law would also be constructive—for example,
passing a "data sync” proposal would enhance statistics by increasing the
access of some agencies to tax data
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https://www.aei.org/articles/data-asymmetry-public-policy/

Constructive next steps for public actors (2)

Statistical agencies considering changes that would restrict access (for example,
to protect privacy) can foster a constructive dialogue with users about the
costs and benefits of different approaches

Regulatory agencies and other policymakers that have developed useful internal
indicators to inform policymaking should consider ongoing releases of the
indicators they find important to the public so as to foster a robust public
conversation about policy decisions

For example, the ADP-FRB product mentioned earlier
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Improving the economic data tool kit is a high priority

Going into the 215t century, macroeconomic policymakers thought the economy
had entered a “Great Moderation” and that financial crises only occurred in

poorly run countries

The past two decades have proved them wrong with 3 “Black Swan” crises:

N N N

The 2007-2009 financial The 2020 COVID and its The 2021 resurgence of
crisis and Great Recession economic fallout inflation

Good economic data is essential to informing policy that will reduce the
odds of future crises and mitigate the damage when they occur
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https://www.investopedia.com/terms/b/blackswan.asp

Thank you!
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