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In an economy where undesirable outputs (e.g., emissions of environmentally
hazardous substances) are produced along with desirable outputs, GDP measures only desirable
outputs. However, if an increase in undesirable output is accompanied by an increase in desirable
output, GDP overestimates the outcome of the economy. In this study, we propose an alternative
measure of GDP that corrects for this overestimation bias and appropriately accounts for undesirable

outputs.
Using the proposed method, we estimated alternative indicators for GDP (Gross Domestic Product)
for 47 prefectures with C02 emissions as an undesirable output.
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