
Comments on:
“Developing Statistics on the 
Distribution of State Personal 

Income”

BEA Advisory Committee Meeting: May 12, 2023

Heather M. Stephens



Income Inequality: Why we Care
• In developed countries, like the U.S., income inequality has 

historically been linked to greater levels of economic growth

• However, inequality, as measured by the Gini Coefficient, has been 
rising since the 1970s

• Much of this driven by higher incomes at the highest levels of the income 
distribution

• This has raised concerns about whether the benefits of income 
inequality still hold



National Income Inequality ≠ Regional 
Income Inequality
• Income inequality is not homogeneous across 

regions

• Research has examined the link between 
inequality and growth at the state, county, and 
levels, 

• Finding that higher levels of inequality are associated 
with lower levels of various measures of regional growth



Current Sub-National Measures of 
Income Inequality
• Fail to include many sources of income that are 

part of BEA personal income statistics

• Ignoring these other sources of income could 
overstate or understate income inequality



Proposed BEA State-Level Inequality 
Statistics 
• Include the same sources of income as in BEA 

state-level estimates of personal income

• Provide better insight about the income 
distribution within a state



Possible Limitations of New Inequality 
Statistics
• They only look at inequality within a state 

• Not across states

• Thus, a state with a relatively low Gini Coefficient ,or relatively 
equal income, could be a state with overall lower incomes 
compared to the rest of the nation

• Alternatively, a high Gini Coefficient (high inequality) could be 
associated with high diversity in the state in terms of cost of living, 
variation between urban and rural areas, etc.



Gini Coefficients: 2018



Suggestions for Additional Analysis
• Since there is evidence that rising inequality is due to rising incomes at 

the top
• It would be useful to see estimates of the shares of the top 1% or 5% of the 

distribution (at least for states with a large enough sample size)

• As time series data are developed, this would provide insight into whether 
the shares of income for at the top of the distribution are rising

• Even for states with smaller sample sizes, perhaps you could combine 
more years of data or bound the estimates with three years of data in 
terms of accuracy



Thoughts on Outreach and 
Presentational Strategies
• The BEA working paper contains other results not shown here

• I think there is real value in looking at the comparison of mean versus 
median income

• This shows income levels as well as the difference when income is skewed to the 
higher end of the income distribution (mean much greater than the median)

• I also think the table with the income levels by quintile as well as the one 
with income share by quintile are useful in illustrating the differences in 
how much income (and at what level) is in each quintile





Thoughts on Outreach and 
Presentational Strategies
• The statistics may suggest different policy 

implications based on the full set of statistics

• Thus, I would not just focus on the Gini 
Coefficients



Thoughts on Next Steps

• Support the plan outlined to:
• Move forward to release these estimate
• Create a time series of the inequality measures

• Would also suggest consideration of the 
potential limitations or extensions mentioned in 
previous slides



Thoughts on Next Steps

• These statistics are an important next step in 
getting better sub-national economic data 

• Release of a time series of these statistics will 
provide much needed insight about state-level 
variation in inequality
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